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Conclusions and recommendations 

India rising 

1. We conclude that the UK and India enjoy excellent bilateral relations on a wide 
range of shared interests. We recommend that the Government sets out in its 
response to this Report how bilateral relations between the UK and India could be 
strengthened further in the future.  (Paragraph 20) 

India and the international system 

2. We conclude that, given India’s size, economic growth and large contribution to the 
work of the United Nations, there is a compelling case for granting it a permanent 
seat on the Security Council, as part of wider reforms of the United Nations. We 
recommend therefore that the British Government should continue its support for 
India’s bid. We further recommend that the Government should encourage India to 
work to reassure other G77 members of the benefits of a more efficient United 
Nations.  (Paragraph 30) 

3. We conclude that the weakness of the existing nuclear nonproliferation regime was 
seriously exposed when non-signatories India and Pakistan carried out nuclear tests 
in 1998. We welcome the fact that the Indo–US nuclear deal will bring India’s 
civilian facilities further within the broader non-proliferation framework. However, 
the political significance of the US offering civilian nuclear cooperation to a non-
signatory of the NPT has seriously undermined the NPT. We recommend that the 
Government work to ensure the NPT is updated to take account of the reality of 
India and Pakistan’s possession of nuclear weapons. We further recommend that 
urgent steps are taken to assist security and confidence-building measures between 
India and Pakistan.  (Paragraph 45) 

4. We welcome the leading role India is playing in developing renewable energy 
sources. Nevertheless we conclude that India’s growing use of non-renewable 
sources of energy will pose a major threat to global climate security in the future. 
India is right that the developed world has a responsibility to take the lead in 
reducing global emissions. However, it must also acknowledge its own likely future 
impact on climate change and recognise that it is in its own interests to enter the 
framework that succeeds Kyoto. We recommend that the United Kingdom continue 
to work together with India to build trust on the climate change agenda, including 
through joint cooperation on developing renewable sources of energy and climate 
change impact and adaptation projects.  (Paragraph 57) 

5. We conclude that an agreement for India to build a gas pipeline through Pakistan 
would be likely to have a positive impact on the two countries’ relations. However, 
India should be cautious about becoming too reliant on Iran for energy. We 
recommend that the Government set out in its response to this Report what 
representations it has made to India with regard to the proposals for both the 
Tajikistan–Afghanistan–Pakistan and the Iran–India–Pakistan pipelines.  (Paragraph 
67) 
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6. We conclude that India could gain large benefits from a successful Doha 
Development Round and we recommend that the Government continues to urge 
India to take the most constructive approach possible in the newly resumed World 
Trade Organisation negotiations.  (Paragraph 72) 

7. We welcome India’s large contribution to the Commonwealth to date and 
recommend that the Government encourage India to continue to play an important 
role in the Commonwealth in the future.  (Paragraph 77) 

8. We welcome the India–Brazil–South Africa (IBSA) Dialogue Forum as a mechanism 
for cooperation between rising democratic powers.  (Paragraph 82) 

9. We recommend that the Government sets out in its response to this Report the 
impact of Russia’s developing energy relationship with India on the UK.  (Paragraph 
89) 

10. We recommend that the Government urge its EU partners to work together to build 
stronger relations between the EU and India. In particular the UK should encourage 
Member States to agree on a negotiating mandate for a Free Trade Agreement with 
India.  (Paragraph 97) 

Security in South Asia 

11. We welcome the recent Confidence-Building Measures between India and Pakistan 
over the Kashmir question and their cooperation against terrorism. We conclude 
that the UK should encourage India and Pakistan to make further progress on the 
peace process, but that the Government should not get directly involved in 
negotiations nor try to suggest solutions to the question of Kashmir, unless requested 
to do so by both India and Pakistan.  (Paragraph 147) 

12. We recommend that the Government continue to urge the governments of Pakistan 
and Afghanistan to take steps to improve security on their border.  (Paragraph 160) 

13. Good relations between China and India are going to be very important to the 
international community in the future. We recommend that the Government 
welcomes areas of cooperation between India and China and encourages even closer 
relations between the two nations in the future.  (Paragraph 168) 

14. We are very concerned about the situation in Sri Lanka. We recommend that the 
Government urge India and the international community to take a stronger lead in 
pushing for peace.  (Paragraph 176) 

15. We recommend that the Government continues to monitor closely the situation in 
Bangladesh and that it consider a possible role for Commonwealth mediation or 
other assistance to help establish a stable democratic process.  (Paragraph 189) 

16. We recommend that the Government offer support through its Global 
Opportunities Fund and assist the Westminster Foundation for Democracy to help 
develop democratic institutions and political parties in Nepal.  (Paragraph 196) 
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17. We further recommend that the Government pushes for and supports a strong 
international observer presence in Nepal for the elections planned for June.  
(Paragraph 197) 

18. We conclude that there is potential for increasing conflict over access to water in 
South Asia. We recommend that the Government monitor this situation carefully 
and that it encourages South Asian nations to use water in a more sustainable way.  
(Paragraph 203) 

19. We conclude that the South Asian Free Trade Agreement (SAFTA) is unlikely to 
greatly increase internal trade between countries in the South Asian Association for 
Regional Cooperation unless further agreements can be reached on trade issues, such 
as items on ‘sensitive lists’, which remain to be negotiated. The Government should 
welcome the steps taken so far to develop an institution that strengthens relations 
between countries in South Asia and encourage further progress in future.  
(Paragraph 210) 

20. We welcome the fact that India has joined the Shanghai Cooperation Organisation 
(SCO) as an observer. We recommend that the Government should urge India to 
discourage the SCO from becoming an organisation hostile to the West.  (Paragraph 
215) 

India’s economic growth 

21. We conclude that the Indian economy is beginning to show signs of the major 
impact it could have on the world’s economy in the future, in particular in the high 
end knowledge-driven sector. The Government must ensure the UK is able to 
compete in this new environment.  (Paragraph 226) 

22. We recommend that the Government encourage businesses to comment on the 
quality of advice and information they have received from UKTI. We also 
recommend that the Government set out in its response to this Report what progress 
is being made relating to the review of the representation of devolved bodies and 
Regional Development Agencies overseas, with reference to those in India.  
(Paragraph 236) 

23. We recommend that alongside WTO and EU India negotiations, the UK 
Government should continue to call strongly in JETCO and in the Economic and 
Financial Dialogue for India to remove restrictions to Foreign Direct Investment and 
to emphasise to India that liberalisation of its markets should have benefits for its 
economy. The Government must also ensure that businesses are kept informed 
whenever restrictions on FDI are reduced.  (Paragraph 241) 

24. We welcome Indian investment into the UK and the work being done by UKTI to 
encourage further investment. However, we conclude that the Government needs to 
do more to continue to attract Indian business into the UK. In particular it should 
focus on promoting the opportunities for low-cost start-ups and on building links 
with Indian scientific institutions and journalists.  (Paragraph 247) 
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25. We conclude that restrictive labour laws are a key barrier to employment generation, 
and therefore poverty reduction, in India. We recommend that the Government 
continue dialogue with the Indian government on the benefits of liberalising labour 
laws.  (Paragraph 254) 

26. We recommend that the Government point out to the Indian government that 
removing restrictions to Foreign Direct Investment in retail could provide 
opportunities for the agricultural sector to develop.  (Paragraph 259) 

27. We recommend that the Government should continue to support improvements to 
public education in India.  (Paragraph 265) 

28. We recommend that the Government encourages the Indian government to take 
steps to tackle corruption and excessive bureaucracy and that it continues to offer 
assistance to improve police training.  (Paragraph 272) 

29. We recommend that the Government promotes opportunities for investment in 
Indian infrastructure to UK businesses and that it raises with the Indian government, 
at national and state level, the need to reform the power sector.  (Paragraph 277) 

The Work of the Foreign and Commonwealth Office in South Asia 

30. We recommend that the Government should make a long-term investment in 
premises in Mumbai to ensure the United Kingdom is not left behind in a city that is 
driving India’s economic growth.  (Paragraph 281) 

31. We welcome the work being done by the FCO’s consular services in South Asia.  
(Paragraph 284) 

32. We conclude that the outsourcing of visa applications in India has made a big 
improvement to the application process. We recommend that the FCO work with 
the Department for Education and Skills to ensure that its register of recognised 
educational institutions is well policed.  (Paragraph 286) 

33. We welcome the British Council’s decision to target more funding on South Asia. 
We also conclude that the British Council is right to change its approach in order to 
make itself more relevant to the new generation of Indians.  (Paragraph 293) 

34. The establishment of the UK–India Education and Research Initiative is very 
important for the UK to maintain a strong position in the higher education market 
and we recommend that the Government continue to work to strengthen the 
promotion of bilateral educational links.  (Paragraph 294) 

35. We recommend that the Government set out in its response to this Report what 
representations have been made to remove Indian restrictions on broadcasting news 
so that BBC World Service can broadcast on the FW wavelength.  (Paragraphy 297) 
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1 Introduction 
1. Inhabited by approximately 1.4 billion people,1 nearly a quarter of the global population, 
South Asia is one of the world’s most dynamic economic regions.2 India, the geopolitical 
centre of South Asia and the world’s biggest democracy, is expected to overtake the United 
Kingdom as the fifth largest economy within a decade.3 The wooing of India by the United 
States with full civilian nuclear cooperation is a sign that India is beginning to play a major 
role on the international stage. Yet South Asia continues to face considerable 
developmental hurdles and significant security risks. It is home to half the world’s poor4 
and the entire region is affected by several unresolved conflicts, including the dispute over 
Kashmir, the insurgency in Afghanistan and the conflict in Sri Lanka.  

2. In August 2006, we published a Report on East Asia.5 This focused on the impact of the 
emergence of the People’s Republic of China on British foreign policy. We decided then 
that it would be important, too, to inquire into the rising economic and political 
importance of the other ‘Asian giant’, India. The UK has strong historic links to South Asia 
and large communities of Indian, Pakistani, Kashmiri, Bangladeshi and Sri Lankan origin 
live in the UK. Prime Minister Tony Blair and Indian Prime Minister Dr Manmohan Singh 
established a “strategic partnership” between the UK and India in 2004. We also noted that 
while we and our predecessor Committees had considered aspects of Indian security 
policies and human rights in South Asia in broader inquiries,6 we had never examined the 
region as a whole in detail in a specific report.  

3. We announced our inquiry in July 2006 and agreed the following terms of reference: 

• political and economic developments in India and its growing importance; 

• relations between India and Pakistan, and the question of Kashmir; 

• India’s role in the region and its links with its neighbours; 

• India’s contribution to the international system, including to the United Nations and 
other multilateral fora, such as the non-proliferation regimes; and 

• the roles of the United Kingdom and the European Union in South Asia. 

4. We received almost thirty memoranda from a range of individuals and organisations. 
We also heard evidence from the following witnesses: Rt Hon Margaret Beckett MP, 
Secretary of State, Richard Codrington, Head of Afghan Group, and Antony Stokes, Head 

 
1 www.worldbank.org/ 

2 Ev 157 

3 “Indian economy ‘to overtake UK’”, BBC News Online, 24 January 2007, www.bbc.co.uk/news 

4 www.worldbank.org/ 

5 Foreign Affairs Committee, Seventh Report of Session 2005–06, East Asia, HC 860–I 

6 For example Foreign Affairs Committee, Eighth Report of Session 1999–2000, Weapons of Mass Destruction, HC 407, 
paras 9–13; Foreign Affairs Committee, Seventh Report of Session 2003–2004, Foreign Policy Aspects of the War 
against Terrorism, HC 441, paras 255–256; and Foreign Affairs Committee, First Report of Session 2005–2006, Human 
Rights Annual Report 2005, HC 574 paras 198–202.  
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of South Asia Group, Foreign and Commonwealth Office, Mr Rahul Roy-Chaudhury, 
research fellow for South Asia, International Institute for Strategic Research, Dr Gareth 
Price, head of Asia programme, and Dr Chris Smith, associate fellow, International 
Security programme, Chatham House, Lord Desai, retired Professor of Economics and 
Director, Centre for the Study of Global Governance, London School of Economics, 
Martin Wolf, Associate Editor and chief economics commentator, Financial Times, 
Victoria Schofield, journalist and author of “Kashmir in the Crossfire”, Professor Sumantra 
Bose, Professor of International and Comparative Politics, London School of Economics, 
Michael Griffin, journalist and author of “Reaping the Whirlwind: The Taliban Movement 
in Afghanistan” and Dr Matthew Nelson, lecturer in the politics of Asia and Africa, School 
of Oriental and African Studies. We thank all those who made submissions, whether in 
written or oral evidence. 

5. As part of our inquiry, we visited India, Pakistan and Afghanistan, splitting into three 
groups. The first group travelled in India, visiting New Delhi, Chennai (Madras) and 
Mumbai (Bombay). The second group also started in New Delhi, but then travelled to 
Amritsar and crossed the Wagah border by road to Lahore in Pakistan for meetings in 
Islamabad. The final group began its visit in Islamabad then flew to Afghanistan, spending 
three days in Kabul before returning to Islamabad. Our programmes included meetings 
with government leaders and ministers, security forces, parliamentary committees, 
business representatives, non-governmental organisations and religious figures. Full details 
are listed in Annex 1. We are most grateful to those who took the time to meet us. The 
discussions we had were very useful and are reflected in this Report. 
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2 India rising 

Background 

6. The FCO strategy document outlining the UK’s international priorities, published in 
March 2006, describes India as a major actor that will have significant strategic influence in 
the future. It states: 

As the world’s largest democracy, India will have a growing influence in 
international affairs and on the global economy. It will have particular strengths in 
the service and knowledge sectors, while broadening the base of its growth. Like 
China, India will face challenges in maintaining the pace of reform and managing the 
pressures of rapid growth and uneven development between regions. But its 
traditions of democracy and rule of law will help it to seize the opportunities and 
manage the tensions created by rapid change. India will be an increasingly significant 
strategic partner for the UK, building on our close links, shared values and common 
interests. 7 

7. Two main factors have enabled India’s recent rise in political and economic importance 
to the UK: economic reforms, and the end of the Cold War.8 

Economic reforms 

8. India’s economy was stagnant in the first half of the 20th century, averaging only 0.8% 
annual GDP growth.9 After India gained independence from British rule in 1947, its 
economy improved a little. From 1950 to 1980, GDP growth averaged 3.5%. However, this 
did not compare well with the high economic growth rates achieved in this period by some 
other Asian countries, such as Japan and later South Korea, Taiwan, Thailand and 
Malaysia.10 Moreover India’s population grew almost as quickly between 1950 and 1980 so 
income per head increased by an average of just 1.3% a year.11 A key factor in the low rate 
of growth was Prime Minister Nehru’s vision of India as a self-sufficient secular country 
with a state-dominated economy. Although commended at the time by the international 
community, his policies are now seen by many commentators to have created an inefficient 
public sector, stifled private business and prevented India from benefiting from the post-
war boom in world trade.12 

9. In the 1980s some liberalising economic reforms were introduced. These enabled 
average GDP growth to increase to 5.6%. Yet the turning point came when India 
experienced a balance of payments crisis in 1991. This triggered more significant reforms. 

 
7 Foreign and Commonwealth Office, Active Diplomacy for a Changing World: The UK’s International Priorities,  
 Cm 6762, March 2006, pp 24–25 
 
8 C. Raja Mohan, “India and the Balance of Power”, Foreign Affairs, vol 85, number 4 (July/August 2006), p 19 

9 Gurcharan Das, “The Indian Model”, Foreign Affairs, vol 85, number 4 (July/August 2006) 

10 Edward Luce, In Spite of the Gods; The Strange Rise of Modern India, (London, 2006), p 27 

11 Gurcharan Das, “The Indian Model”, Foreign Affairs, vol 85, number 4 (July/August 2006) 

12 Edward Luce, In Spite of the Gods; The Strange Rise of Modern India, (London, 2006), pp 27–28 
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Although many of the measures taken were gradual, they signalled a clear break from the 
past13 and “set India on its present growth path”.14 Dr Chris Smith, associate fellow, 
International Security programme, Chatham House, told us: 

Twenty years ago, when you went to a major city […] the economy was cash-only.  
The Raj economy still existed, and it was very much inward-looking. Suddenly, 
liberalisation occurred in the ’90s, and the economy has not looked back. It has 
travelled a tremendous distance over the past 10 or 15 years.15 

10. Since 1991, India has seen an average GDP growth of 6.2% a year. Over the last three 
years, economic growth has been even higher: it was 7.2% in 2003, 8% in 2004 and 8.5% in 
2005.16 As Mr Rahul Roy-Chaudhury, research fellow for South Asia, International 
Institute for Strategic Studies, told us, such high levels of growth have resulted in: 

a sea change in India’s perception of itself. Today, India’s economic growth is driving 
its foreign policy agenda and influencing its engagements and contacts with the 
outside world. Primarily, we are looking at an Indian perception of itself as a rising 
global power and a country that could move from being the 13th largest economy to 
the third or fourth largest in the next 25 to 30 years.17 

The end of the Cold War 

11. A key pillar of India’s foreign policy in the decades immediately following 
independence was Third World solidarity.18 Nehru was one of the founders of the Non-
Aligned Movement in 1955, comprised of a large section of the developing world which 
declared itself neutral in the Cold War. However, despite its ‘non-alignment’, India became 
a close ally of the Soviet Union in the 1970s. It signed a formal treaty with the USSR in 
August 1971. This treaty included mutual defence provisions19 and gave India the arms it 
needed to fight and defeat Pakistan in the then East Pakistan and assist the creation of 
Bangladesh. India also failed to condemn the Soviet invasion of Afghanistan in December 
1979. 

12. The collapse of the USSR in 1991 opened up new diplomatic possibilities for India, 
both with regard to its neighbours and to the world’s great powers.20 Federico Bordonaro 
wrote: 

After the end of the Cold War, India has progressively emerged as the South Asian 
potential hegemon and as a power with global ambitions. 

 
13 Gurcharan Das, “The Indian Model”, Foreign Affairs, vol 85, number 4 (July/August 2006) 

14 Q 67 

15 Q 7 

16 Percentage GDP growth given by calendar year. Figures from the International Monetary Fund’s World Economic 
Outlook Database, September 2006 

17 Q 2 

18 Edward Luce, In Spite of the Gods; The Strange Rise of Modern India, (London, 2006), p 267 

19 Articles 8, 9 and 10 of the Treaty of Peace, Friendship, and Cooperation committed the parties “to abstain from 
providing any assistance to any third party that engages in armed conflict with the other” and “in the event of 
either party being subjected to an attack or threat thereof […] to immediately enter into mutual consultations.” 

20 C. Raja Mohan, “India and the Balance of Power”, Foreign Affairs, vol 85, number 4 (July/August 2006), p 19 
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India's traditional pro-Russian stance was mitigated in favour of a more independent 
foreign policy, and the U.S. rapidly emerged as a potential strategic partner rather 
than adversary.21 

India’s foreign policy  

13. In recent years, India’s foreign policy has focused on elevating India’s regional and 
international standing and achieving energy security. Federico Bordonaro explained that 
India’s strategy divided the world into three geopolitical circles:  

The first one is the near or immediate neighbourhood and it encompasses India and 
its territorial waters. No intrusion from external powers into this space is, or will be, 
permitted by Delhi. The second circle is the so-called extended neighbourhood of 
South Asia and encompasses the whole Indian Ocean littoral. Here, competition 
with China and Pakistan will likely be stiff both for strategic dominance and political 
influence. Finally, the third circle is the global stage itself on which India aims to play 
an increasingly influential role.22 

14. Mr Roy-Chaudhury told us that New Delhi policy makers wanted India to play “an 
increasingly important role in the international system” and “to take on greater 
responsibilities and tasks in the international community.”23 Dr Gareth Price, head of Asia 
programme, Chatham House added: 

one of India’s big new drivers is energy security. It is not so much about India’s 
economy now, but its economic needs in the next 10 or 20 years […]. As the 
economy has opened up, a whole new range of drivers has come in over the past 10 
or 15 years.24 

15. At the same time, India has not entirely shifted away from its traditional interests. The 
FCO described India’s international relations as trying “to find a balanced way through its 
traditional NAM [Non-Aligned Movement] loyalties and emphasis on south-south 
cooperation, and its increasing interest in the US.”25 

UK–India bilateral relations 

16. The FCO told us that relations with India were “now closer than they have ever been 
across a broad range of policy areas”.26 In 2004 Prime Minister Tony Blair and Indian 
Prime Minister Dr Manmohan Singh launched a Joint Declaration (the Prime Ministers’ 
Initiative) which established annual summit meetings and detailed five main areas of 

 
21 Ev 178 

22 Ev 177 

23 Q 2 

24 Q 3 
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cooperation: foreign and defence policy, security challenges, public diplomacy, including 
educational and cultural links, economic and trade issues, and sustainable development.27  

17. At the 2005 UK–India summit, the Prime Ministers announced the UK–India 
Education and Research Initiative to improve educational and research links between India 
and the UK. At the last UK–India summit the Prime Ministers announced a new package 
of measures for cooperation between the two nations on counter-terrorism and a new area 
of cooperation on climate change.28 

18. The Foreign Secretary, Rt Hon Margaret Beckett MP, told us: 

I think the summits have been extremely effective. More to the point, we are not the 
only ones to say that they have been; the Indian Government have also said so in 
warm terms. I think that the summits led to a strengthening and deepening of the 
bilateral relationship between different Ministers and between the Governments as a 
whole. Quite a number of specific outcomes stem from, as I see it, the strengthening 
and intensification of those links at the summits. 

[For example we…] had been talking to officials in India for some time about the 
possibility of developing a demonstration power plant, using carbon capture and 
storage for coal power, in partnership with India [..]. It was not making as much 
headway as people had thought, for no particular reason that anyone could put their 
finger on. I raised the issue with the Prime Minister and I am delighted to say that 
the obstacles seem to have been miraculously waved away.  

[…] We have seen quite a strong increase in student numbers—we have the largest 
number of Indian students ever in this country this year. […] So there are a number 
of concrete areas—in the economy, education, trade and so on—where links are 
strengthening.29 

19. The Joint Declaration also established the UK–India Joint Economic and Trade 
Committee (JETCO) to "enhance bilateral trade and investment in specific sectors". A UK–
India Investment summit was held alongside the political summit in October 2006.30 The 
UK and India also have a forum to discuss bilateral economic issues and economic policy 
agendas, in the context of globalisation, the Economic and Financial Dialogue, which 
meets annually.31 

20. We conclude that the UK and India enjoy excellent bilateral relations on a wide 
range of shared interests. We recommend that the Government sets out in its response 
to this Report how bilateral relations between the UK and India could be strengthened 
further in the future. 
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3 India and the international system 

India and the United Nations 

India’s contribution to the United Nations 

21. India was a founder member of the United Nations and since 1945, it has played an 
important and constructive role in the work of the international organisation. One of its 
key inputs is in peacekeeping. India has provided more than 55,000 military and police 
personnel to UN missions over the last 60 years. 32 The FCO stated that: 

India is the third largest contributor to UN peacekeeping, with over 9000 troops and 
civilian police deployed on 12 UN peacekeeping operations. Over half are deployed 
to the UN Mission in the Democratic Republic of Congo (MONUC). The Indians 
have also supplied MONUC with attack helicopters, which have played an important 
role in disarming and demobilising the belligerents.33 

In June 2006, India, together with the four other leading providers of peacekeepers, 
Bangladesh, Ghana, Nigeria and Pakistan, was elected as a member of the newly-created 
Peacebuilding Commission.34 

22. India is active in the United Nations in other ways too. The FCO described India as “an 
influential member of the G77”, the group of 130 developing countries in the United 
Nations.35 In May 2006, India was elected onto the newly-established United Nations 
Human Rights Council, receiving 173 out of 191 votes.36 India is one of the largest 
contributors to the core resources of the United Nations Development Programme 
(UNDP) (of which it is also a recipient), and also gives significantly to the United Nations 
Population Fund (UNFPA), the United Nations Children’s Fund (UNICEF) and the 
World Food Programme (WFP).37 After the US it was the principal donor, pledging 
$10million, to the UN Democracy Fund (UNDEF).38 India also put forward a candidate for 
the post of Secretary-General. Shashi Tharoor, the UN’s current Under-Secretary-General 
for Communications and Public Information, came second in the final ballot to Ban Ki-
moon. 

India’s bid for a permanent seat on the Security Council 

23. India is one of the Group of 4 (G4), also comprising Brazil, Germany, and Japan, who 
have called for six more permanent seats on the UN Security Council: two from Asian 
states; one from Latin American and Caribbean states; one from western European and 

 
32 UN System in India, To Unite Our Strength: 60 Ways: Six decades of the United Nations in India 1945–2005, p 1 
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38 “U.S., India and Qatar contribute to U.N. Democracy Fund”, Embassy of the United States: New Delhi, India press 
release, 9 March 2006, www.newdelhi.usembassy.gov/ 
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other states; and two from African states.39 India first raised a bid for a permanent seat in 
1994.40 It argues that membership of the Security Council does not reflect the composition 
of the General Assembly, which has a majority of members from developing countries, and 
that developing countries, which are most often the objects of the Council’s actions, must 
be involved in the decisions that affect them. India also points out that while membership 
of the Council increased from 11 to 15 in 1965, no new permanent seats have been added. 
It proposes that any expansion of permanent members should be on “agreed criteria, 
rather than by a pre-determined selection”.41 

24. The FCO explained that the UK has supported India’s bid since 2003 because of its 
“contribution to the work of the UN, the size of its population, and the importance of its 
emerging economy.”42 During a visit to India in January 2007, the Chancellor of the 
Exchequer, Rt Hon Gordon Brown MP, reiterated the UK’s support for India’s bid in a 
keynote speech which called for the reform and modernisation of international 
institutions.43 France44 and Russia45 also support India’s candidature. Pakistan opposes 
India’s bid.46 China has remained silent on the issue,47 although some quarters have 
indicated support.48 The US has not expressly supported India’s bid. 

25. On balance, witnesses to our inquiry thought the UK was right to support India’s bid. 
While noting that institutional difficulties would need to be overcome, Mr Roy-Chaudhury 
stated: 

In the next 25 years, India will become the largest country in the world in terms of 
population and the third or fourth largest economy, so if you look at India using 
various parameters, it will be able to contribute to international security. There are 
structural requirements, but the disadvantages of not having India as a member of 
the Security Council may outweigh the advantages.49 

 
39 Tabled Draft Resolution A/59/L.64, Security Council Reform, 6 July 2005. This resolution included the concession that 

the new permanent members would not be given the right of veto for at least 15 years. It was retabled by Brazil, 
India and Germany, without Japan, on 6 January 2006.  

40 Shairi Mathur, Voting for the Veto: India in a reformed UN Briefing Policy Centre, (London, 2006), Executive 
Summary 

41  India’s Position on UN Reform, Permanent Mission of India to the United Nations New York, www.un.int/india 

42 Ev 42, para 101 

43 Speech by Rt Hon Gordon Brown MP, Chancellor of the Exchequer, at the Confederation of Indian Industry, 
Bangalore, 17 January 2007, www.hm-treasury.gov.uk/newsroom_and_speeches/ 

44 France was a co-sponsor of the G4 draft resolution of 6 July 2005. 

45 During his visit to India in 2004, President Putin stated that “India is our candidate number one in terms of 
reforming the geographical representation of the Security Council”. “Putin backs India’s UN seat bid”, BBC News 
Online, 4 December 2004, www.bbc.co.uk/news 

46 It is part of the Uniting for Consensus Group which have instead called for ten new non-permanent members 
eligible for re-election. 

47 Baldev Raj Nayar, “India in 2005: India Rising but Uphill Road Ahead”, Asian Survey, vol XLVI, No. 1, 
January/February 2006, p 98 

48 “The Chinese government values India’s influence and role in international and regional affairs and is wiling to see 
a greater Indian role in the international arena, the United Nations included.” Tang Jiaxuan, Chinese State 
Councillor during his visit to Indian, reported in “Beijing boosts Delhi’s bid for UN council seat”, Asia Times, October 
26 2004  
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Moreover he suggested that by “moving forward more effectively” on India’s bid, the UK 
might be able to “capitalise” on the US’ apparent reluctance to advance India’s aspiration 
and strengthen bilateral relations with India.50 

26. Dr Smith told us that India faced much competition for a seat and that high levels of 
poverty, ongoing regional conflicts and India’s record on human rights and civil liberties 
were factors that would have to be considered. However, he also emphasised India’s 
economic progress: “India has progressed over the past 10 or 15 years. I cannot stress too 
much just where India has gone during that time.”51  

27. Due to wider complexities, including China’s opposition to Japanese permanent 
membership, progress on reform of the Security Council now appears to have stalled. We 
questioned the Foreign Secretary about the prospects for India’s bid and expansion of the 
Security Council. She responded: 

I certainly would not say that it is likely to happen very soon, not least because, as 
always, there is resistance to change among many people. The new UN Secretary-
General has indicated to us that he is in favour of reform, […]. We will have to see 
how it goes, and whether it is a process that he can initiate.52 

28. India has now also bid for a non-permanent seat in the Security Council for the 2011–
12 term, although it says that its ambitions for a permanent seat have not diminished.53  

India’s position on United Nations secretariat and management reforms  

29. On the question of UN secretariat and management reforms, the FCO argued: 

Reform should be increasingly in India’s interest, as its own contribution to the UN 
regular budget will increase as its economy grows.54 

India has stated that work on these reforms should be “intensified”.55 Yet with its G77 
partners, India has expressed concern that reforms might decrease the influence of 
developing countries in the General Assembly and increase the control of major financial 
contributors over the Secretariat.56 India also criticised the US’ attempts to impose a budget 
cap on expenditure if sufficient progress was not made, which nearly caused a financial 
crisis in the UN in June 2006 until the US dropped this insistence.57 India believes that 
member states “must pay their contributions unconditionally, in full and on time”. 58 
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30. We conclude that, given India’s size, economic growth and large contribution to the 
work of the United Nations, there is a compelling case for granting it a permanent seat 
on the Security Council, as part of wider reforms of the United Nations. We 
recommend therefore that the British Government should continue its support for 
India’s bid. We further recommend that the Government should encourage India to 
work to reassure other G77 members of the benefits of a more efficient United Nations. 

Indo–US relations 

31. As a large democracy, India is sometimes seen as a natural partner of the USA. Indeed 
India began its civilian nuclear energy programme in the 1950s with US assistance.59 
However, Indo–US relations have historically been limited. They hit bottom in 1971, when 
the US ordered the USS Enterprise into the Bay of Bengal to deter Indian support for the 
Bengali secessionist movement in the then East Pakistan.60 After India first tested a nuclear 
device in 1974, the USA ended nuclear co-operation and imposed tough requirements for 
US nuclear exports.61 Successive US governments took the view that India’s development 
of a nuclear arsenal was deeply irresponsible and should not be recognised, given India’s 
status as a non-signatory of the Nuclear Nonproliferation Treaty (NPT).62 

32. Although the USA immediately responded to India’s public nuclear tests in 1998 by 
introducing sanctions,63 concerns about a possible Indo-Pakistani nuclear war forced the 
USA to start making diplomatic approaches to India.64 The then US Deputy Secretary of 
State, Strobe Talbot, began a period of intensive engagement and in 2000, the then 
President Bill Clinton visited India—the first US presidential visit to India in 22 years.65 
Relations were also strengthened by the development of a rich and increasingly politically 
influential Indian diaspora in the US.66 

33. Under the Bush administration, the USA began to see India beyond the “prism of 
India-Pakistan”.67 It removed many of the sanctions imposed on India following its nuclear 
tests.68 June 2005 saw the signature of a ten year defence agreement between India and the 
USA. The USA and India also signed an “open skies” agreement in April 2005 allowing 
unlimited civilian flights between them.69 India also moved closer to the USA. It supported 
President Bush on the International Criminal Court and missile defence, provided 
assistance to the US operation in Afghanistan by protecting US assets transiting the 

 
59 India’s Tarapur nuclear reactors were built by the US as part of the Atoms for Peace programme. 

60 Edward Luce, In Spite of the Gods; The Strange Rise of Modern India, (London, 2006), pp 268–269 

61 The 1978 Nonproliferation Act required non-nuclear-weapon states, which included India under the NPT and US 
law, to place all of their peaceful nuclear activities under the safeguards of the International Atomic Energy Agency 
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Malacca Straits, voted twice with the US against Iran at the International Atomic Energy 
Authority (IAEA) and even came near to sending troops to Iraq.70 Strengthened ties 
culminated in an announcement in July 2005 of a “global partnership”, including full 
civilian nuclear co-operation.71 

The Indo–US nuclear deal 

34. The Indo–US nuclear deal includes a commitment by the USA to provide fuel to 
safeguarded reactors at Tarapur, as well as to consult on Indian participation in the 
International Thermonuclear Experimental Reactor (ITER), the international project to 
develop fusion power. In return India agreed to: separate its civilian and military nuclear 
facilities;72 place all its civilian facilities under IAEA safeguards; sign an Additional Protocol 
for civilian facilities; continue its unilateral test moratorium; work with the USA to 
establish a Fissile Material Cut-off Treaty; refrain from transferring technology to non-
nuclear states; and secure its technology and materials by harmonising its export control 
systems through adherence to the Nuclear Suppliers Group (NSG) and the Missile 
Technology Control Regime.73 However, the agreement entered into by India did nothing 
which would limit its nuclear weapons programme. Dr Gareth Price and Federico 
Bordonaro argued that while the US was not gaining immediately from the deal, it wanted 
to develop a partnership with India so that it could have a strategic counterweight to 
China.74  

35. The UK Government supports the Indo–US deal and has amended its policy on the 
export of items on the NSG Dual-Use List accordingly.75 The UK has also introduced the 
UK–India Civil Nuclear Contact Scheme to supervise and encourage contacts on civil 
nuclear issues.76  

36. Critics argue that the US deal with a nuclear power which has remained outside the 
NPT undermines the fundamental bargain of the NPT, whereby non-nuclear states give up 
their right to nuclear weapons in exchange for peaceful co-operation on nuclear 
technology,77 as well as hard-won measures to limit the proliferation of nuclear technology. 
Dr Smith commented: 

It certainly smacks of double standards. I think that it was President Clinton who 
said, ‘India will not be allowed to blast itself into the nuclear club,’ […] That is, 
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effectively, exactly what it has done. There is a process of acceptance and forgiveness, 
on the one hand, for a country such as India, but a very different view has been 
taken, of course, towards a country such as Iran.78 

37. We asked the Foreign Secretary whether the UK was guilty of hypocrisy, because it was 
supporting the deal while condemning the nuclear activities of Iran. She replied: 

No, I do not think we are, because India does not have the same track record as Iran. 
Although India is not, as you will know, a signatory to the nuclear non-proliferation 
treaty, it is voluntarily coming forward with a number of safeguards.79 

The FCO argued that these voluntary commitments would: 

bring India further into, and thereby strengthen, the broader nuclear non-
proliferation framework, of which the NPT is the cornerstone. In particular, the 
[…deal] will reinforce the centrality to this framework of both IAEA safeguards and 
the Additional Protocol, and can only aid the latter becoming a universal standard.80 

38. Mr Roy-Chaudhury agreed that the deal would ultimately strengthen the non-
proliferation regime. He told us: 

[…] one must look at the way in which the nuclear non-proliferation regime has 
developed over the past few decades. In this case, it is fairly clear that India, though 
adhering to the nuclear non-proliferation regime, was not a signatory to the nuclear 
non-proliferation treaty. […] My sense is that by bringing India into a de facto fold, 
we are looking at beefing up the non-proliferation regime […] We are now looking 
at an emerging world scenario in which the key will be India’s greater responsibility 
towards the nuclear non-proliferation regime.81 

39. The FCO stated that the deal would also bring other advantages: 

In addition to its non-proliferation benefits, […it] can make a significant 
contribution to energy security, development, economic and environmental 
objectives for India and the international community.82 

On the environmental benefits of the deal, President Bush has argued: 

“As India's economy continues to grow, this partnership will help India meet its 
energy needs without increasing air pollution and greenhouse gas emissions. It will 
also help reduce India's dependence upon imported fossil fuels.”83 

However, Mr Roy-Chaudhury, pointed out: 
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The nuclear power element of the deal, if you look at it closely, is minimal. Today, 
nuclear power accounts for 4% of India’s energy demand—with a plan for nuclear 
reactors in the next 15 to 20 years, we are looking at that figure increasing to 10, 12 or 
14% That is, of course, a much larger proportion of energy demand, but it is not 
going to solve India’s energy problem and its energy insecurity.84 

40. We accept that although India was free to make an agreement with the US having 
refused to sign the NPT (in contrast to Iran and North Korea), this agreement has exposed 
the US to accusations of openly double standards. 

41. The deal is not yet concluded. Although the US Congress approved a Bill for the 
necessary waivers to US law in December 2006, it insisted upon being given the 
opportunity to review the final agreement. Moreover, it demanded that before it did so, the 
deal had to be submitted for approval to the IAEA, which will negotiate a Safeguards 
Agreement with India, as well as to the NSG.85 Dr El-Baradei, Director General of the 
IAEA, has supported the deal.86 However, the NSG failed to reach a consensus on the deal 
at its May–June 2006 plenary.87 India and the US will have to get support from other NSG 
members at the next meeting in April 2007.88  

42. Although India does not have to ratify the deal, it is possible for its opposition parties to 
force a Parliamentary debate, which might be followed by a vote.89 There has been some 
opposition to the deal in India and other conditions added by Congress to the Bill90 
received some bad press in India.91 However, rejection of the agreement in India is 
unlikely. Antony Stokes, Head, South Asia Group, Foreign and Commonwealth Office, 
commented: 

Obviously, it is a matter for India to negotiate with the US, but given the statements 
that were made publicly when the deal was announced, the framework within which 
this will be negotiated is consistent with that sort of approach.92 

Dr Price told us: 

[…] many people will accuse the Government in India of selling out to the US, but 
those voices are becoming increasingly marginalised.93 
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Pakistan’s nuclear weapons 

43. Pakistan developed nuclear capability in the 1970s and first tested a nuclear weapon in 
1998, a couple of weeks after India’s 1998 tests. Like India, Pakistan is not a member of the 
NPT. Pakistan does not have a good record on nuclear non-proliferation—indeed Abdul 
Qadeer Khan, a leading personality in Pakistan’s nuclear establishment,94 ran an 
international black market nuclear network in the 1990s, which has been a matter of great 
concern to the USA, the UK and many other governments. 

44. In July 2006, the US Secretary of State Condoleezza Rice denied that a parallel deal on 
civil nuclear cooperation could be reached between Washington and Islamabad.95 The 
FCO stated that when the UK revised its export policy to India in August 2005, it had 
concluded that “it was inappropriate to make similar changes to our policy towards 
Pakistan” due to the revelation of the proliferation network that had been run by A Q 
Khan.96 Pakistan is placing its hopes for a change of approach and a deal on China. At the 
NSG plenary in May 2006, China said it preferred a criteria-based approach which would 
allow a deal for Pakistan in the future. However, Pakistan was disappointed in November 
2006 when an expected offer of civil nuclear cooperation from China did not materialise.97 

45. We conclude that the weakness of the existing nuclear nonproliferation regime was 
seriously exposed when non-signatories India and Pakistan carried out nuclear tests in 
1998. We welcome the fact that the Indo–US nuclear deal will bring India’s civilian 
facilities further within the broader non-proliferation framework. However, the 
political significance of the US offering civilian nuclear cooperation to a non-signatory 
of the NPT has seriously undermined the NPT. We recommend that the Government 
work to ensure the NPT is updated to take account of the reality of India and Pakistan’s 
possession of nuclear weapons. We further recommend that urgent steps are taken to 
assist security and confidence-building measures between India and Pakistan. 

Global climate security 

46. In 2004 India had one of the lowest per capita emissions of greenhouse gases in the 
world.98 However, given its expanding economy, its aim of bringing its citizens out of 
poverty and its anticipated population explosion, India’s future energy use is likely to be 
“phenomenal”.99 Furthermore, coal is the most dominant source of energy in India and 
almost all of India’s large coal reserves are of high carbon content and relatively low 
calorific value.100 India therefore has the potential to cause significant global climate 
change.  
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47. India is a non-Annex 1 country within the UN Framework Convention on Climate 
Change which means it has no set target to reduce greenhouse gas emissions under the 
Kyoto Protocol, which it ratified in 2002. India does accept the need to limit emissions. In 
an address to the Indian Science Congress in January 2007, Prime Minister Singh said: 

we, in the developing countries, cannot afford to ape the West in terms of its 
environmentally wasteful lifestyles.101  

48. However, India argues that the burden of reducing global carbon emissions lies with 
developed countries whose economies were built during their industrial revolutions in the 
nineteenth century on extensive fossil fuel use.102 The FCO stated, “India is suspicious of 
any action that it perceives to be an attempt to lock it into emission reductions targets that 
might prove harmful to its economic growth.”103  

The Foreign Secretary reiterated this in evidence to us: 

Certainly there is very much an expressed belief in India that they abide by, as we do, 
the principle of common differentiation of responsibility. They say, ‘You, the 
developed countries started this problem; you will be the first to show us you can 
tackle it; and we will continue to discuss what happens next’.104 

49. Mr Roy-Chaudhury told us: 

we are seeing greater sensitisation on climate issues. When the British Foreign 
Secretary was in Delhi just after the report on climate change came out, there was 
greater receptivity towards it and its conclusions. However, I sense that Delhi would 
not want India to be seen as the first or only country to go ahead. Its position could 
be that it would like to see a consensus emerge on the issues, and other countries 
starting to moving forward. Then it could become a win–win situation. I cannot see 
India taking the lead on the issue. Whether it admits it or not, it would look towards 
China and ask whether the British Government were working with China before 
they tried to work positively with India.105 

In the press conference following the last UK–India Summit in October 2006, Prime 
Minister Tony Blair thanked India for the way it had participated in the Gleneagles G8+5 
Climate Change dialogue and said he thought such dialogues were on their way:  

to creating the right type of framework that will allow us once the Kyoto Protocol 
expires in 2012 to have a way forward that will involve all the major countries in the 
world, including America and China and India.106 
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50. We questioned the Foreign Secretary about the likelihood of India committing itself to 
emissions targets post-Kyoto. She answered: 

I think we are a long way from that kind of conversation as yet, by which I mean that 
there is a huge amount of discussion going on about what should happen when the 
existing Kyoto protocol expires. […]The whole issue of whether Kyoto is followed up 
by a second round of target setting is at present in question and under discussion.107  

51. We also asked the Foreign Secretary whether it was hypocritical of the UK to encourage 
India to use greener sources of energy when our per capita consumption is so high. She 
responded: 

No, because we are not saying to India or any other developing country, ‘I am sorry, 
we’ve had our growth and development but you can’t have yours’. That is the 
opposite of what we are saying. We are saying that we believe that we should be part 
of an international move to help countries such as India grow in a sustainable way; 
[…] not to have to go through the development process that we went through, but to 
leapfrog into a low carbon economy. […]108 

She added: 

It is almost conventional wisdom that, despite our per capita consumption, we 
produce 2% of the world’s emissions of carbon dioxide. If we saved all our carbon 
emissions, which I fear we are not likely to find it easy to do, a growing India or 
China could wipe that out quickly. That is why this is one of the most difficult 
challenges facing the world community.109 

52. The Foreign Secretary also pointed out that it was in India’s own interests to act against 
climate change: 

One of the important aspects of all these discussions […] is that sadly countries such 
as India—not just Bangladesh, which is the example that everyone starts with—will 
be the first and the most severely affected by the impact of climate change.110 

The FCO described the impact climate change would have on India and the South Asian 
region: 

[it] could undermine domestic priorities in sustainable economic development and 
lead to regional conflict, migration and an increase in competition over natural 
resources. Temperature increase of 3–4 degrees centigrade over the next thirty years 
could cause Himalayan glaciers to shrink; areas that rely on glacial runoff would 
suffer severe shortages with 500 million people depending on the glacier-fed Indus 
and Ganges rivers for water. Desertification, deforestation, soil erosion and a reduced 
water table are already major problems—more climate change will worsen this. A 
one-metre sea rise would affect 5,763 square kms, and threaten another 7.1 million 
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people. Goa would lose 4.3% of its land, including tourist areas. Rice and wheat 
production would drop significantly because of climate change. Gujarat, 
Maharashtra, Karnataka, Punjab, Haryana, and Uttar Pradesh would be worst 
affected. Temperature rise would lead to increased pest populations and crop losses 
and vector-borne diseases such as malaria would invade new areas.111 

53. India’s increasing population, growing economy, energy-intensive industry, air 
transport and travel have already placed considerable strain on its own environment. Air 
pollution is a growing problem in Indian cities—for example, the Indian city of Ranipet has 
been listed among the ten most polluted in the world.112 Deforestation has impacted on 
local ecological cycles and there is evidence of changing coast lines and monsoon 
patterns.113 

54. India already has a good record on programmes for renewable and cleaner energy 
sources. The Ministry of Non-Conventional Energy Sources, set up in 1992, is dedicated to 
providing a coordinated response to renewable schemes. An International Energy Agency 
report stated that:  

India has one of the largest programmes for renewable energy. It covers all major 
renewable energy sources: biogas, biomass, solar energy, wind energy, small 
hydropower and other emerging technologies.114 

The Foreign Secretary told us: 

before the Kyoto protocol came into force […] the Indians told me then that they 
had something like 30 CDM [Clean Development Mechanism] projects in the 
pipeline and ready to be approved. That was more than any other country in the 
world, so they have been well ahead of the game on that.115  

She also commented: 

About a year ago, […] an experienced British business player from the utilities 
sector, […] told me […] that he had gone to India in part because he felt that people 
such as he should share their expertise, but had come away convinced that the 
Indians could teach him far more about the use of renewables than he could teach 
them.116 

55. Dr Lawrence Sáez informed us that: 

India has taken a leading global role in renewable energy. At present, India is one of 
the world leaders in wind power generation, ranking fifth in the world (behind 
Germany, Spain, the USA, and Denmark) in total installed wind power capacity. 
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Moreover, India is a world leader in the manufacturing of certain types of equipment 
for the use of photovoltaic energy conversion. For instance, India is the world’s fifth 
largest manufacturer of silicon solar modules.117 

He suggested that UK firms might be able to help India with the manufacture of wind 
turbines, offshore wind farms, and wave technology.118 

56. The FCO told us that the UK was “actively engaged” with India on climate change 
through the ongoing Structured Dialogue on Climate Change (SDCC). This includes work 
on climate change impacts in India, vulnerability of certain sectors and adaptation 
strategies, study of barriers to transfer of low carbon technology and ensuring 
intergovernmental engagement.119 Most of the UK-funded clean development mechanism 
projects are in India.120 On 23 January 2007, the Secretary of State for Environment, Food 
& Rural Affairs, Rt Hon David Miliband MP, announced a second phase of bilateral work 
with India to identify and develop climate change adaptation strategies.121 

57. We welcome the leading role India is playing in developing renewable energy 
sources. Nevertheless we conclude that India’s growing use of non-renewable sources of 
energy will pose a major threat to global climate security in the future. India is right 
that the developed world has a responsibility to take the lead in reducing global 
emissions. However, it must also acknowledge its own likely future impact on climate 
change and recognise that it is in its own interests to enter the framework that succeeds 
Kyoto. We recommend that the United Kingdom continue to work together with India 
to build trust on the climate change agenda, including through joint cooperation on 
developing renewable sources of energy and climate change impact and adaptation 
projects. 

Energy security 

58. India’s energy demands will increase well beyond its current domestic capacity.122 India 
has large proven reserves of (low-calorific) coal123 and its Integrated Energy Policy aims to 
increase civil nuclear production and renewable energy sources.124 However, India is 
“relatively poor”125 in oil. Although it has the largest known proven crude oil reserves, 
5,919 million barrels, this only constitutes 0.51% of the world’s total. It also has “abysmal” 
levels of gas (1,101 billion standard cubic metres).126  
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59. India’s energy security policy will have a direct impact on the UK’s energy interests. 
The FCO told us: 

Indian energy demand is driving up oil prices; India is investing in maritime 
capabilities to protect transit routes; state owned companies are buying oil and gas 
assets in countries that will influence their foreign policies in ways the UK may find 
difficult (eg Burma).127 

60. India currently imports about 65% of its oil from the Gulf, but the FCO explained that 
India was now trying to diversify suppliers: 

Indian investment in overseas oilfields has reached $10 billion in the last few years, 
not including a $25 billion deal with Iran. […] India is developing new relationships, 
for example in Sudan, where India has invested $750 million in oil; Nigeria where 
India negotiated a purchase of about 44 million barrels of crude oil per year on a 
long-term basis; and in Syria, where India recently finalised a contract for the 
exploration, development and production of petroleum with a Syrian company.  

India is trying to gain a foothold in the Caspian basin. India has provided Tajikistan 
with a $40 million aid package and undertook to refurbish an air base near the Tajik 
capital Dushanbe. 

The Russian territory of Sakhalin, Vietnam and Myanmar [Burma] are also potential 
suppliers to the Indian market and areas in which Indian firms have made major 
investments.128 

61. India is trying to shift toward gas as a major energy source. Dr Price explained that this 
was because India did not like being dependent on world oil prices: 

if the price of oil goes up, India’s current account looks bad. With these longer-term 
accounts, […] you do the initial investment, but then you know what the price is, 
and you are not going to be subject to sudden current account problems.129 

The FCO stated that India would become a significant importer of gas over the next few 
decades and that its cheapest option would be through pipelines from Central Asia and the 
Middle East, via Pakistan.130 There are two main pipelines India is currently considering. 
The first is the Iran–Pakistan–India pipeline. Iran is India’s closest source of natural gas131 
and Iran, Pakistan and India have now agreed on a pricing formula for the delivery of 
Iranian gas for the 2600km-long pipeline, first proposed in 1994. An Iranian energy official 
has said that he hopes all other decisions will be taken by June this year.132  

 
127 Ev 45, para 123 

128 Ev 44, paras 115–118 

129 Q 212 

130 Ev 44, para 119 

131 Ev 159 

132 “Iran gas price formula ‘agreed’”, BBC News Online, 26 January 2007 www.bbc.co.uk/news 



South Asia    27 

 

62. However, a big question hanging over the pipeline is that of security.133 Dr Matthew 
Nelson, lecturer in the politics of Asia and Africa, School of Oriental and African Studies, 
told us it was unlikely to happen “any time soon” because: 

The pipeline from Iran to India would pass […] through Baluchistan, where there is 
a great deal of ongoing unrest right now.134 

Mr Roy-Chaudhury agreed. He told us: 

My money at the moment would be on the deal not happening. […] Baluchistan in 
Pakistan, […is a] very difficult area in which to build pipelines and ensure their 
security.135 

63. Another issue affecting the pipeline is India’s new relationship with the United States. 
Mr Roy-Chaudhury told us: 

India and Iran have a strategic relationship of sorts—India has the second-largest 
Shia community in the world after Iran. At the same time, a relationship is emerging 
between India and Washington. As we saw at the IAEA, when India voted against 
Iran and in favour of Washington, its relationship with Iran was predetermined to a 
large extent by its relationship with Washington. So, my sense is that it is going to be 
very difficult to keep both balls in the air. In terms of priority, Washington is clearly a 
far greater priority at this moment than Tehran, so I do not see practical movement 
on the pipeline proposal between India and Iran.136 

He also suggested that if India were to become dependent on Iran for energy, Indian 
companies might violate any sanctions against Iran.137  

64. However, Dr Price suggested that the US’ concerns about Iran might be mitigated by 
the positive benefits that the pipeline would bring, as a Confidence Building Measure 
between India and Pakistan.138 

65. The other major pipeline which India is considering is the Tajikistan–Afghanistan–
Pakistan pipeline. Witnesses told us that this proposal also faced challenges,139 but that it 
was more likely to be built than the Iran–Pakistan–India pipeline because of Gazprom’s 
interest in the pipeline140 and because of India’s friendly relationship with the government 
of Afghanistan.141 

66. It might also be possible for India to import small amounts of natural gas from 
Bangladesh or from Burma via Bangladesh, although the FCO stated that internal party 
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politics in Bangladesh mean this was unlikely to occur.142 Dr Charu Lata Hogg wrote that 
Bangladesh wanted trade parity with India to be a condition of a pipeline from Burma, a 
condition that India would not accept.143  

67. We conclude that an agreement for India to build a gas pipeline through Pakistan 
would be likely to have a positive impact on the two countries’ relations. However, 
India should be cautious about becoming too reliant on Iran for energy. We 
recommend that the Government set out in its response to this Report what 
representations it has made to India with regard to the proposals for both the 
Tajikistan–Afghanistan–Pakistan and the Iran–India–Pakistan pipelines.  

The World Trade Organisation 

68. India was a founder member of the General Agreement on Tariffs and Trade (GATT), 
which preceded the World Trade Organisation (WTO). The FCO described India as “an 
important and active country within the WTO” and a “leading member of the G20 group 
of advanced developing countries”.144  

69. India has been a key participant in the Doha Development Round negotiations. It has 
agreed in principle to grant greater market access for industrial products and services in 
return for a lowering of agricultural tariffs by the European Union and the USA.145 The 
FCO described India’s position as: 

driven by a mix of interests. India wants to protect […] about 600 million people 
who depend directly or indirectly on agriculture, particularly from subsidised 
imports and on non-agricultural market access—NAMA (protection of its infant 
industry and a fear of an influx of Chinese textiles and manufactured goods). At the 
same time, India recognises that an increasing number of its industrial sectors 
(pharmaceuticals, auto parts etc) are beginning to be globally competitive, hence 
there has been significant autonomous reductions in industrial tariffs in recent years, 
and it may be willing to go further as part of a WTO agreement.146 

70. Dr Price agreed. He told us: 

India’s position on the WTO is almost set by the various interests that determine it. 
Farmers make up 60 to 70% of the population, and most of them operate on a small 
scale. That community is certainly fearful of foreign imports coming into India, and 
that determines agriculture. If you look at the services side—the high-flying IT 
sectors and so forth—they are much more liberal. They have tax advantages; they are 
globally competitive, so they want greater access, in terms of services. Industry 
groups, again, play a large part in determining policy towards manufactured goods 
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imports. So in some areas India has a very defensive policy and in other areas it is 
very aggressive […].  

There is certainly no generic support for liberalisation, but India’s tariffs are coming 
down. They have halved over the past five or six years, but India’s central 
Government remain reliant on customs duties and import and export duties for their 
own finances, so they are in a bind on that level as well.147 

71. We asked the Foreign Secretary if she thought that India had been constructive in the 
Doha negotiations. She replied: 

I think that two thirds of the population in India are still subsistence farmers and that 
is obviously a source of great anxiety to the Indian Government, as it would be to any 
Government. So I understand their concerns. Equally, there have been times when 
we have felt that India was perhaps being particularly cautious and not always taking 
the same view that we do about the potential value to all players in the world 
economy of an improved trade round, and of the Doha round in particular—but that 
is natural. That could be said of many other players and of many other countries.  

Certainly we are encouraging—and have encouraged—the Government of India to 
share our desire for the trade round to succeed.148 

72. We conclude that India could gain large benefits from a successful Doha 
Development Round and we recommend that the Government continues to urge India 
to take the most constructive approach possible in the newly resumed World Trade 
Organisation negotiations. 

The Commonwealth 

73. India’s decision to continue its membership of the Commonwealth after becoming a 
republic in 1947 is believed to have influenced other Asian and African nations to join the 
organisation, shaping the modern Commonwealth.149 India is the Commonwealth’s largest 
state, containing almost 60% of its total population.150 The FCO told us that India played 
an important role in the organisation: 

It is the fifth largest contributor to the Commonwealth Secretariat’s budget after the 
UK, Canada, Australia, and South Africa. India is an active member of key 
Commonwealth bodies, including the Committee on Terrorism and played a key 
role when a member of the Commonwealth Ministerial Action Group on the Harare 
Declaration (CMAG). India continues to show its commitment to the 
Commonwealth by being one of the principal donors for the Commonwealth Small 
States Office in New York.  
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India will be hosting the 2010 Commonwealth Games in Delhi.151 

74. We heard mixed views on India’s perceptions of the Commonwealth today. Mr Roy-
Chaudhury, told us that India saw the Commonwealth as an organisation of narrow 
importance: 

there has been a major change in India’s perspective on its foreign policy, especially 
in its relationship with the world.[…] If you are trying to prioritise it, India’s 
relationship with Washington today is its top priority. Everything else, I think, takes 
a more limited perspective. My sense is that the Commonwealth would be included 
in that.152 

75. However, Dr Smith believed that India would now be more likely to place higher 
importance on the Commonwealth: 

yes, of course the main focus is on Washington, but India now sees itself as an 
emerging global player, and I think the view of the Commonwealth and the energy 
that India is prepared to put into the Commonwealth will be reflected in its global 
perspective, as that becomes a more dominant feature of foreign policy.153 

76. The Foreign Secretary told us: 

I think that India plays a very constructive role in the Commonwealth and is a very 
much respected and major participant, not least because of its sheer size and general 
influence. I suspect that the Indian Government might be a little concerned if you 
thought that they were not really interested in the Commonwealth but I certainly 
accept that, far more than in the past, they are nurturing and building links and 
partnerships within their region. That is a feature of what is happening in the region 
and is true of all players there including, for example, Australia.154 

77. We welcome India’s large contribution to the Commonwealth to date and 
recommend that the Government encourage India to continue to play an important 
role in the Commonwealth in the future. 

India–Brazil–South Africa Dialogue Forum 

78. India is a member of the India–Brazil–South Africa (IBSA) Dialogue Forum, which was 
created in 2003. In a joint declaration after the first IBSA summit meeting in September 
2006 the three nations’ leaders outlined IBSA’s achievements and future objectives: 

[It] has become instrumental for promoting ever closer coordination on global issues 
between three large multicultural and multiracial democracies of Asia, South 
America and Africa, and contributed to enhancing trilateral India–Brazil–South 
Africa cooperation in sectoral areas.  
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The importance of the IBSA Dialogue Forum goes beyond its positive impact on 
India–Brazil–South Africa relations. The Forum, consisting of three large developing 
countries, provides a framework that will give additional impetus to further contacts 
between Asian, South American and African developing countries, thus contributing 
to strengthening South–South cooperation.155 

79. The FCO described IBSA as follows: 

[its] initial purpose […] was to foster south–south co-operation between three key 
regional developing nations and present a cohesive voice at the bargaining sessions 
anticipated for the Doha Rounds of WTO talks. The common challenges of poverty 
alleviation, economic development and social equity provided the early focus, but 
specific trade and sectoral issues also featured highly at the September 2006 IBSA 
Summit in Brasilia. IBSA is also seen by India as a potential gateway to wider 
regional markets already governed by customs unions (MERCOSUR and SACU) 
and some work on preferential trade arrangements between India and these two 
groupings is now underway. IBSA has also pressed for a more representative 
(multilateral) UN; specifically, India and Brazil support each other's candidature for 
inclusion as permanent members of the Security Council.156 

80. We asked Mr Roy-Chaudhury about India’s views of the significance of IBSA. He told 
us: 

the way in which Delhi sees it is that those three countries could play a critical role in 
co-operating with one another through what is called south–south co-operation. In 
no sense does it have the priority that other relationships with India have, such as 
Washington’s, but there is a sense that Brazil, for example, was a major emerging 
power about a decade or two ago. South Africa, again, has tremendous potential. […] 
It is difficult to see too many convergences of interests, if you look at it 
systematically, among the three countries. One is that there is a nuclear field in South 
Africa and Brazil. On the UN, also, there is something, but I do not see tremendous 
dynamism in all this.157 

81. However, in her evidence to us the Foreign Secretary commented that: 

The recent formation of IBSA—India, Brazil and South Africa—to work together on 
a variety of issues is another indication that people are recognising India’s role and 
potential in the world.158 

82. We welcome the India–Brazil–South Africa (IBSA) Dialogue Forum as a 
mechanism for cooperation between rising democratic powers. 
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India and Japan 

83. India’s links with Japan are increasing.159 Mr Roy-Chaudhury told us: 

Japan is playing an increasingly important role, according to Indian perception. The 
problem essentially was over India’s nuclear tests, when Japan came down very 
strongly—for obvious reasons—on India’s tests in 1998, but that period is over, and 
today there is a strategic dialogue between India and Japan.160 

Japan promoted India’s participation in the first East Asian Summit in December 2005.161 
Japanese Prime Minister Shinzo Abe visited India in December 2006, a visit which was 
reported as “paving the way” for Japan to support India’s nuclear deal with the US at the 
next plenary of the Nuclear Suppliers Group.162 

84. The rapprochement between India and Japan is motivated by a number of factors. 
First, both India and Japan share an interest in maintaining a stable balance of power with 
China in the region.163 The second factor is increasing levels of trade. Japan was the fourth 
largest investor in India between 1991 and 2004 and over 70 Indian IT companies are 
expanding their operations to Japan.164 Mr Roy-Chaudhury noted these political and 
economic links, but argued that the  

bottom line for Japan is its energy resources. Japanese tankers take oil from the 
Persian gulf. They sail to the western part of India, and US naval forces are there. 
From Cape Comorin to the strait of Malacca and Singapore, there is no military 
presence other than that of the Indian navy. For Japan, strategically, it is important to 
work with India on security of sea lines of communication […]165 

85. India is also playing a role in defence diplomacy between Japan and China. Mr Roy-
Chaudhury told us: 

last June, […] during a period of difficulty between Japan and China, the Indian 
Defence Minister flew out to Tokyo, from Tokyo to Beijing, from Beijing to 
Singapore, and then back to Delhi—a route that very few Defence or Foreign 
Ministers would have dared to do. They would have not been welcome in either 
Tokyo or Beijing if they had gone to the other country first.166 
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India and Russia 

86. India has continued to have close relations with its traditional partner, Russia. Ties are 
strong on defence, with Russia selling India conventional weapons to the value of 
$9.9billion between 1997 and 2004.167 Dr Smith told us: 

India is hungry for technology, which will help consolidate that relationship no end. 
There are cost benefits because of the cost of technology from the west.168 

Mr Roy-Chaudhury noted that Delhi was also concerned about access to spare parts and 
technology. While Washington had imposed sanctions on India after its 1998 nuclear test, 
this issue did not exist “in terms of the India–Russia military relationship because the 
Russians had never imposed sanctions on India.”169 He argued that India’s military 
relationship with Russia was now moving into the area of strategic defence. Russia and 
India were cooperating on the fifth-generation advanced strike aircraft and had both tested 
a cruise missile.170 

87. India is also developing a relationship with Russia on energy, with Indian firms having 
made major investments in a joint energy venture in the Russian territory of Sakhalin.171 
Russia supported the Indo–US nuclear deal and in January 2007, Russian President Putin 
and India’s Prime Minister Singh signed a draft deal under which Russia will build four 
nuclear power reactors in India. As the memorandum of understanding on the new 
reactors was signed, Prime Minister Singh commented, “Energy security is the most 
important of the emerging dimensions of our strategic partnership”.172 Federico Bordonaro 
suggested to us that Russia “would probably benefit from Delhi’s disappointment” if the 
US–Indo nuclear deal failed to be implemented.173 

88. We will consider the impact of Russia’s energy deals with other nations on the UK’s 
energy security in our forthcoming inquiry into Russia. 

89. We recommend that the Government sets out in its response to this Report the 
impact of Russia’s developing energy relationship with India on the UK.  

India and the European Union 

90. The FCO stated that “India and the EU have woken up to the importance of a strong 
relationship”.174 India and the EU have held annual summits since 2000 and signed a 
strategic partnership in September 2005. India has agreed to take part in the Galileo 
satellite navigation project, which will give it an alternative to the American GPS network 
and should improve cooperation between the Indian and European high-technology 
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sectors. India is also contributing 9.09% to the International Thermonuclear Experimental 
Reactor (ITER) fusion project, which the EU is financing by 50%.175 In 2005 bilateral trade 
between India and the EU grew by 20%.176 A High Level Trade Group to explore ways to 
deepen bilateral commerce and investment was established in September 2005 and had its 
first meeting in July 2006.  

91. However, we heard evidence that economic and political ties between Europe and India 
tended to be with individual member states rather than the EU as a whole. A recent report 
by Chatham House and the Fondation Robert Schuman on India’s views of Europe 
described the strategic partnership between India and the EU as “shallow by any 
standards”,177 while Mr Roy-Chaudhury told us it existed “on paper”.178 EU Foreign Direct 
Investment (FDI) into India amounts to a tenth of that into China.179 Mr Roy-Chaudhury 
told us: 

If you look at trade statistics and at India’s trade relationship with the EU, it is very 
clear that the bulk of the bilateral trade is between India and Britain. […] 

My sense is that for India the EU essentially means Britain, whether that is in terms 
of trade relations, student and cultural exchanges or the political relationship. The 
only area where the EU is being seen now as a larger conglomerate of states is in 
issues such as the nuclear suppliers group, as a large number of EU member states 
are also members of the nuclear suppliers group. […] But practically, the EU 
relationship with India is, for India, largely a British–Indian relationship.180 

92. France also has a longstanding relationship with India, having recognised very early on 
its potential as a market for high-technology goods.181 In February 2006 both nations 
signed an Agreement on Defence Co-operation as well as a $270 million deal between 
India’s Kingfisher Airlines and the French company ATR for 15 aircraft.182  

93. Dr Smith suggested that relations between the EU and India would improve in the 
future: 

Because of economic dynamics on both sides, there will be a need to recognise that 
they must work together much more. […] it tends to be via the UK at the moment, 
and that will erode over time. 

One should not forget that Indian political culture, bureaucracy and so forth is a 
difficult animal to understand, get to know and deal with. That is getting easier. As 
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India becomes more of an internationalised nation state, it is becoming a lot 
easier…183 

94. The Seventh EU–India Summit on 13 October 2006 endorsed a report by the High 
Level Trade Group, which argued for a bilateral trade and investment agreement between 
the EU and India, that would aim to eliminate about 90% of tariffs in the next seven years. 
Yet the trade agreement still needs a European Council mandate for the Commission to 
open negotiations. Discussion on the draft negotiating mandate, presented by the 
Commission to Member States in December 2006, continues.184 Analysts have warned that 
Member States may not be able to agree on the extent of any EU economic concessions 
with India.185 However, Dr Smith told us: 

It varies a little by sector perhaps. In agriculture, the EU and India are a very long 
way away, but if you look at services, […] I think that there might be much greater 
synergies between the EU and India, which could be taken forward …186 

95. We asked the Foreign Secretary about the UK’s position on the agreement. She replied: 

We certainly welcome the proposal […] and want to move towards negotiations for 
quite a broad-based trade and investment agreement with India. 187 

However, in a supplementary note to the Committee she emphasised that the UK’s “first 
priority” remained the Doha Development Agenda: 

We want to ensure that the EU’s next steps are consistent with maximising the 
prospects of an ambitious and pro-development outcome to the negotiations, as well 
as demonstrating the EU’s continuing commitment to multilateralism. Nothing we 
or the EU does should undermine the DDA, and we need to ensure that any new 
regional and bilateral free trade agreements are complementary to the multilateral 
process, and can be building blocks to future multilateral rounds.188 

96. In March 2007, an “essential elements” clause on democracy and human rights, 
included in all EU trade and cooperation agreements since 1995, and a clause on Weapons 
of Mass Destruction, became a “serious stumbling block” to an agreement on the draft 
mandate.189 India described the former clause as a “deal breaker” and was also against the 
WMD clause. The European Commission has now proposed that the clauses be excluded 
from the agreement. Some Member States do not want to offend India and support a 
purely technical agreement, but others are concerned that the exclusion of these clauses is a 
risky precedent.190 
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97. We recommend that the Government urge its EU partners to work together to build 
stronger relations between the EU and India. In particular the UK should encourage 
Member States to agree on a negotiating mandate for a Free Trade Agreement with 
India. 

Africa 

98. Dr Smith and Mr Roy-Chaudhury argued that like China, India saw Africa as an 
alternative source of energy.191 India also has a market for its goods in Africa, where its 
south–south cooperation built a tradition of sharing technology. Tata recently established a 
car factory in Senegal.192 Dr Smith told us that there was a considerable Indian diaspora in 
Africa, including many important political figures in South Africa.193  

99. However, Mr Roy-Chaudhury told us that in contrast to the comprehensive Chinese 
approach to Africa: 

India does not have the capacity that China has in moving into Africa, providing 
financial resources and so on. Its priorities will, I think, relate to certain sectors, 
whether it is automobiles somewhere, energy elsewhere or whatever. There will not 
be an Africa-wide policy, and it will look closer to home.194 
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4 Security in South Asia 

India, Pakistan and the question of Kashmir 

100. There is great potential for trade between India and Pakistan if they can improve their 
relations. Like India, Pakistan has seen rapid economic growth over recent years, with GDP 
growth of 8.6% in 2005.195 Dr Charu Lata Hogg described trade between Pakistan and India 
as “promising” and noted that; 

Bilateral trade has increased from $157 million in 1997–98 to $343 million by March 
2004.”196 

When we crossed via Wagah from Amritsar in India to Lahore in Pakistan we witnessed 
queues of lorries waiting to unload goods onto lorries on the other side of the border and 
hundreds of Indian bearers carrying sacks of onions on their heads walking to Pakistan, 
while hundreds of Pakistanis carried boxes of Afghan dried fruit in the other direction. As 
we have already discussed, there is a big potential for gas pipelines through Pakistan to 
India. However, because India and Pakistan’s relations are dominated by the unresolved 
question of Kashmir, there is at present only limited trade between these two nations. Dr 
Charu Lata Hogg wrote: 

The dispute over Kashmir is central to India’s foreign policy concerns and draws on 
much of its diplomatic energy and resources.197  

101. The dispute has also had an impact on the UK, not least because of its impact on 
community relations in British cities where conflicts originating in the subcontinent can be 
a factor in local politics. In addition witnesses told us that in the past terrorist training 
camps might have trained British Kashmiris.198 M J Gohel told us that it was through such 
experience that some had ended up “as the new generation of recruits for al-Qa’ida and the 
global jihad movement”.199 The Foreign Secretary said: 

Increasingly across the world, we are seeing a process of informal relationships 
among a whole variety of groups that might have originated in a particular regional 
dispute but are now looking more widely. With regard to the disputes that have 
arisen in that particular area, there has always been the possibility that they may have 
some resonances here.200 

102. Kashmir is also critical to security in the region. As recently as 2002, India and 
Pakistan, both nuclear powers, came very close to war. At the time, the then Foreign 
Secretary Rt Hon Jack Straw MP told the House: 
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“Intense diplomatic efforts and decisions made in recent days by the Governments of 
India and Pakistan give grounds for some optimism, and tensions have eased a little. 
None the less, with 1 million men under arms on either side of the line of control in a 
high state of readiness, the risks of a conflict remain significant. As both countries are 
in possession of nuclear weapons, the potential consequences for the region and for 
the wider world are devastating.”201 

Background 

103. The current “Kashmir question” originated when India and Pakistan obtained their 
independence from the UK in August 1947. Partition gave the autonomous rulers of the 
different states the choice to join India or Pakistan, given their state’s geographical position 
and the religion of their inhabitants. The Maharajah of Jammu and Kashmir, Hari Singh, 
was a Hindu. However, the majority of the inhabitants of Jammu and Kashmir were 
Muslims. Maharajah Hari Singh prevaricated, but his hand was eventually forced when in 
October 1947 Pashtun tribesmen, supported by Pakistani government officials, raided 
across his borders. Hari Singh then agreed that Jammu and Kashmir would join India.202 
Nehru, who was himself a Kashmiri Pandit, also despatched troops into Kashmir that 
month, although whether India did so before or after the Instrument of Accession was 
signed is hotly disputed.203 The first India–Pakistan conflict in October 1947 left two thirds 
of the state under Indian control, including the majority Muslim Kashmir valley as well as 
Hindu Jammu and Buddhist Ladakh.  

104. In January 1948 India referred the question of Kashmir to the United Nations. 
Various UN proposals endorsed the idea of a plebiscite in Kashmir, but India and Pakistan 
could not agree on the prerequisites for such a vote.204 Fighting continued between India 
and Pakistan throughout 1948, until a ceasefire came into effect on 1 January 1949, which 
divided Kashmir by the ceasefire line. 

105. In 1965 India and Pakistan battled again over Kashmir, after which they agreed a 
ceasefire line identical to the 1949 position.205 In 1971 India’s provision of military support 
to Bengali secessionists in the war for independence of East Pakistan triggered another 
conflict. After the war the then Prime Ministers Indira Gandhi and Zilfikar Ali Bhutto 
signed the 1972 Simla agreement, which included a provision to rename the ceasefire line 
the Line of Control.206 In 1984 India and Pakistan fought over the Siachen Glacier, an area 
so geographically hostile that it had not been defined on the Line of Control, and in 1999 
the two armies clashed at Kargil, after Pakistani troops crossed the Line of Control there. In 
the summer of 2002, the two nations almost went to war again following an escalation of 
tensions.  
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106. A ceasefire along the Line of Control was agreed in November 2003. However, the 
FCO stated:  

The situation in Kashmir continues to be of concern. Cross-Line of Control  terrorist 
groups continue to operate in Indian-administered Kashmir, and there are almost 
daily attacks.207  

107. The map below shows the disputed area of Kashmir. The two nations also dispute 
their border between Pakistan’s southern Sindh province and India’s state of Gujarat along 
an esturine creek known as Sir Creek. 

Map of the Disputed Area of Kashmir 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: United Nations Cartographic Section 
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Indian and Pakistani positions 

108. Since 1947, India’s position has been that the accession of Kashmir to India was legal 
and final.208 India takes the Simla agreement to be the basis of its relations with Pakistan 
and contends that the UN resolutions are obsolete.209 It rejects any plebiscite in Kashmir, 
arguing that the withdrawal of Pakistani troops was a prerequisite and never occurred.210 
India has also pointed to the autonomy enjoyed by Kashmir under the Constitution of 
India.211 

109. Pakistan’s traditional position is that Kashmir should be governed from Islamabad 
because of its majority Muslim population.212 Pakistan does not accept that the Simla 
agreement supercedes the UN resolutions. In the past it called repeatedly for India to hold 
a plebiscite. Professor Sumantra Bose, Professor of International and Comparative Politics, 
London School of Economics, explained that this did not include an independent or 
sovereign Kashmir as an option: 

The Pakistani sponsorship of the plebiscite is very legalistic […] The Pakistani 
understanding of the plebiscite has always been that it should be limited to two 
options: India or Pakistan, the two sovereign states.213  

110. However, Professor Bose, told us that both the Indian and Pakistani governments had 
shifted from these traditional positions. On the Indian position he explained that: 

[t]he Indian stance on Kashmir is characterised by some ambivalence […] for the 
home audience in India, Indian officials tend to emphasise that Kashmir, including 
the ‘Pakistani-occupied’ portion of Kashmir, is an integral part of India, with the 
obvious implication that the matter is settled […] On the other hand, for the 
international audience Indian leaders do say that there is a bilateral dispute with 
Pakistan, in which case the matter is not settled. A second dimension of ambivalence 
is involved, in that India still formally lays claim to the Pakistani-controlled part of 
Jammu and Kashmir; but at the same time, for the last 50 years […] Indian 
leaderships have both privately and publicly made it known that their first preference 
would be the conversion of the line of control in Kashmir into the formal 
international border with Pakistan.214 

111. On the Pakistani side, Professor Bose told us that in 2004 President Musharraf had 
accepted that the plebiscite was obsolete and that an alternative solution had to be found.215 
Since then President Musharraf has gone further, outlining an idea for a solution with four 
elements: 
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First, identify the geographic regions of Kashmir that need resolution. At present, the 
Pakistani part is divided into two regions: the Northern Areas and Azad Kashmir. 
The Indian part is divided into three regions: Jammu, Srinagar, and Ladakh. Are all 
these on the table for discussion or are there ethnic, political, and strategic 
considerations dictating some give and take? 

Second, demilitarise the identified region or regions and curb all militant aspects of 
the struggle for freedom. This will give comfort to the Kashmiris, who are fed up 
with the fighting and killing on both sides. 

Third, introduce self-governance or self-rule in the identified region or regions. Let 
the Kashmiris have the satisfaction of running their own affairs without having an 
international character and remaining short of independence. 

Fourth, and most important, have a joint management mechanism with a 
membership consisting of Pakistanis, Indians and Kashmiris overseeing self-
governance and dealing with residual subjects common to all identified regions and 
those subjects that are beyond the scope of self governance.216 

Independence movements 

112. The question of Kashmir is further complicated by calls for Kashmiri independence 
by some groups in Kashmir and abroad. Following the discredited elections of 1987, in 
1989 an indigenous uprising against Indian rule started, led by the Jammu and Kashmir 
Liberation Front (JKLF) and supported by Pakistan.217 Other groups fighting for 
independence emerged in the 1990s, such as Lashkar-e-Toiba and Jaish-e-Mohammed.218 
At present, groups calling for independence represent a range of opinions, from extremists 
to the moderate wing of the All Parties Hurriyat Conference, a loose grouping of Kashmiri 
political parties opposed to Indian rule. 

113. However, independence is not supported by all the inhabitants of Kashmir.219 About 
one-third of the 10 million population in Indian-administered Jammu and Kashmir is 
Hindu, Buddhist or Sikh.220 Professor Bose told us: 

It is important to understand that the pro-independence sentiment is as much the 
preserve of an ethno-linguistic community as anything else. It is to do with the sense 
of Kashmiri culture, history and tradition that revolves around the Kashmir valley. 

Obviously, the Hindus, Sikhs and Buddhists of Indian-controlled Kashmir want no 
part in pro-independence activity. However, pro-independence appeals also largely 
fall on deaf ears among Muslims in Indian-controlled Kashmir who are not 
Kashmiri-speaking and part of the cultural orbit of Kashmiriness.221  
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114. Victoria Schofield, journalist and author of “Kashmir in the Crossfire”, added that it 
was difficult to assess the level of support for the independence movements: 

The problem is that, because of the way the elections are set up, those people will not 
contest any elections controlled by the Indian Government, so it is very difficult to 
understand what body of public opinion is behind them.222 

115. Calls for independence in Pakistan-controlled Kashmir [“Azad Kashmir”] are 
strongest in Mirpur. However, Professor Bose told us, that there were significantly more 
independence supporters on the Indian side than on the Pakistani side.223 Ms Schofield told 
us that in 1990, it had been a “major political movement” but that now it was: 

a completely different genre of revolt […]While they grumble about their rights and 
the manipulation of the elections, they do not really think that their situation will 
change. They see essentially the importance of the Mangla dam and Pakistan will not 
give up on that, no more than it will give up on Northern Areas with the Karakoram 
highway. The most that they feel that they can push for is compensation when the 
level of the Mangla dam rises or falls. It really is not a movement that is comparable 
with the valley movement.224 

116. Witnesses explained that pro-independence Kashmiris were not always clear about 
their aims.225 Dr Nelson told us: 

the relationship between the ideal of independence, as a rhetorical and political story, 
and the practicalities of a movement for independence and what that would mean in 
negotiations in Kashmir are somewhat different things.226 

He added: 

For example, people in Azad Kashmir who appear to favour independence have been 
asked what they might mean by that. At that point, the notion of a separate Kashmir 
raises questions about, for example, crossing a border between Muzaffarabad and 
Islamabad and they will say, ‘Oh, I do not mean independence in that sense, because 
how would I go to work in Rawalpindi, or how would I visit my sister in Islamabad? 
Would I need a visa for that?’227 

117. On the objective of a vote on self-determination, Dr Price told us that there were 
many potential difficulties. For example, there was an issue over whether the many Pandits 
(Hindu Kashmiris) who had left should be given a vote.228 Dr Nelson pointed out that 
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Mirpuris and Kashmiris from the Valley would have very different views about what a 
solution might look like.229 Ms Schofield commented: 

It is now a movement of dissent. […] Increasingly, […] independence is an idealistic 
idea […] Even some of the pro-independence Kashmiris are suggesting that what 
they mean by that is good governance.230 

Professor Bose added that the movement was very factionalised with inept leadership and 
weak organisation.231 

118. We asked witnesses about the extent to which the insurgency had become an 
international and Islamist movement rather than a localised struggle. Ms Schofield, 
responded: 

It is a development that really occurred even before the insurgency began, when the 
Muslim United Front, the group of political parties that contested the […1987 
elections in Indian-administered Kashmir], was formed […]. It is a known fact that 
those elections were rigged and the MUF was not able to get its candidates elected. 
[…] That is where there was more Islamic identification of the political movement. 
Because it was the MUF it was able to speak from the mosques.  

If you speak to the JKLF now it says, ‘No, we are a Kashmiri movement and we want 
the Hindus back, we want the Sikhs to stay, we want everybody. It is for our 
independence.’ It very much tries to make clear that […it] is not a Muslim 
movement at all. From the outside, you get more identification of it being a Muslim 
movement, but it does not have the extremism and radicalism that we see in other 
Islamic movements. That was never part of Kashmir’s make-up. It had a far more 
Sufistic, softer face of Islam. [U]nfortunately, as the movement was radicalised with 
more militants coming from Pakistan and the remnants of the Afghan jihad moving 
over, the speech and appearance of certain elements seemed more Islamic. However, 
[…] the actual, genuine independence movement is more of a Kashmiri one.232 

Professor Bose told us: 

There are two current factors. First, a lot of people in Indian-controlled Kashmir, in 
the insurgency-affected areas, feel that they have been abused because they are 
Muslims by a state—India—that although it might not be a Hindu state, none the 
less is largely led and run by non-Muslims and whose personnel on the ground in 
Kashmir, in particular the security forces, are predominantly non-Muslim also. […] 

Current factor No. 2 is that of course this feeling that has developed since the 
insurgency really took off in 1990 is very much fed and stoked by Pakistani sources 
and most of all by the groups of so-called Jihadist orientation which see the armed 
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struggle in Kashmir specifically as a struggle to liberate a Muslim land and people 
from alien, infidel occupation.233 

119. We also heard that the Kashmiri diaspora in the UK might not always reflect views on 
the ground. 234  Ms Schofield told us: 

The diaspora is a very vocal body that I think has formed many opinions in Britain. 
The fact is that a lot of the diaspora are not from the valley at all. They are from 
Mirpur. 

[…] There has been friction between the two groups […] On one hand, the [valley 
Kashmiris] are grateful that the [Mirpuris] have raised international awareness of the 
Kashmir issue, but on the other they are slightly irritated that the Mirpuris have been 
putting it about that they suffered. […] it is the valley Kashmiris who feel that they 
have suffered. It is arguable that if the state were put back together again, there would 
be a row between the Mirpuris and the Kashmiris, who do not speak the same 
language. Isolated from the ground realities, the [Mirpuris] have been much harder 
on their objectives for an independent Kashmir.235 

Dr Price commented: 

Last time I was in Srinagar, what came across was the phrase, ‘We want them to leave 
us alone.’ That referred to the militants as much as anyone else. There is tiredness of 
the conflict, which might not always be reflected by people abiding in the UK or the 
militants themselves.236 

The peace process 

120. In April 2003 the then Indian Prime Minister Vajpayee and President Musharraf took 
the peace process forward with a series of Confidence-Building Measures (CBMs) 
including the opening of a bus route between the two sides of Kashmir. India restored full 
diplomatic links with Pakistan in May 2003. A militant attack in October 2003 on 
Kashmir’s Chief Minister Mufti Mohammad Sayeed’s residence failed to throw the 
rapprochement off course. In January 2004 President Musharraf and Prime Minister 
Vajpayee announced the beginning of a “composite dialogue”, aimed at resolving disputes, 
including Kashmir.237  

121. In our July 2004 Report into “Foreign Policy Aspects of the War against Terrorism” 
we wrote that it was “encouraging” that the relationship that had been developed between 
Musharraf and Vajpajee had been transferred to the new Indian Prime Minister 
Manmohan Singh.238 Developments under the Congress-led coalition in India have 
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included a Second Round Table conference between Prime Minister Singh and Kashmiri 
interlocutors, although excluding the All Party Hurriyat Conference owing to its internal 
fissures, and talks on the Siachen Glacier in Kashmir and Sir Creek in the Rann of Kutch in 
May 2006 with Pakistan. In September 2006 Prime Minister Singh and President 
Musharraf agreed to take a series of measures to promote peace, including the 
establishment of a Joint Control Commission to tackle terrorism in Kashmir. Both sides 
have also agreed to re-affirm the Indus Water Treaty, to jointly survey the boundary pillars 
at Sir Creek, to set up a nuclear hot line, and to upgrade an existing hotline between India 
and Pakistan's senior military officers. 239 

122. We asked witnesses about the extent to which a solution was being pursued behind 
closed doors. In response, Dr Nelson, commented that if backchannels were to produce an 
agreement it would be “difficult to make public and bring forward”.240We also questioned 
witnesses about the likelihood of a quick resolution. Ms Schofield said that she thought this 
was unlikely. Rather, the process would “just continue ticking over”.241 She added:  

In a way, it would almost be dangerous if there were [a speedy resolution], because if 
it were too dramatic, it could be quickly reversed.242 

123. Ms Schofield and Charu Lata Hogg suggested that the dispute over the Siachen 
Glacier might be resolved more quickly,243 but Professor Bose said that there had been “no 
definite forward movement on the issue of Siachen” and that there was “no sign of a 
resolution to that in sight”.244 Dr Nelson said that even if it were resolved it would not 
necessarily lead to a broader agreement.245 

124. Professor Bose suggested that there were two main obstacles to peace:  

The Indian preference is to drag out the peace process as much as possible. By 
contrast, the Pakistanis are eager for swift results. There is a chance of Pakistani 
restlessness and impatience piling up and leading to a loss of faith in the peace 
process as a whole. The second problem […] is that the substantive positions on 
what a solution to the Kashmir dispute would look like are very far apart. For 
example, Musharraf keeps talking about what would amount to a joint India–
Pakistan condominium of Kashmir, an idea that has been around for the past 50-
plus years. That implies a direct Pakistani role in what is today Indian-controlled 
Kashmir, and that is unacceptable to the Indians.246 

125. Dr Price told us: 
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the danger of focusing on proposals is in thinking that there is a magic solution out 
there. A large part of the issue with Kashmir is the process, and there is a positive 
process going on.247 

He also warned: 

Do not have the idea that we are on a steady path to peace—it is far from unfeasible 
that the situation on Kashmir could deteriorate.248 

126. We asked witnesses about the link between Pakistan’s domestic politics and the peace 
process. The argument has been put forward that Pakistan’s army and its Inter Service 
Intelligence agency (ISI) do not want progress on the peace process because Kashmir 
bolsters their position within Pakistan.249 However, Dr Nelson and Dr Price denied that 
Pakistan’s military establishment was using Kashmir as source of legitimacy.250 

127. Nevertheless witnesses pointed out that the Pakistani leadership faced difficulties in 
negotiating with India. Professor Bose commented: 

Kashmir has been Pakistan’s secret national cause since 1947, and there is a wide and 
prevalent irredentist view about it among the elites and the masses in Pakistan. At 
the same time it has become increasingly clear that an indefinite conflict or indefinite 
state of confrontation with India over the Kashmir issue is not a serious strategic 
option for Pakistan. Pakistan is caught in a bit of a cleft stick.251 

Ms Schofield told us: 

It is clearly a running sore […] It costs a lot of money and in a way means that 
Pakistan cannot get on with its life and relations in South Asia. It is a logical area to 
move forward on. But large segments of Pakistani society have an emotional 
attachment, and in a way it is a vicious circle, because the Government plays to those 
emotional attachments. Their domestic community is expecting something more on 
Kashmir than merely giving up after 60 years and accepting what they refused to 
accept in 1948–49. In other words, the line of control as the international frontier, 
which makes it very difficult for any Government.252 

However, Ms Schofield felt that the younger generation would be more likely to accept 
some compromise with India. 253 

128. In light of the forthcoming elections in Pakistan, we asked how important President 
Musharraf was to the peace process. Ms Schofield told us, “President Musharraf has made 
some remarkable progress […] He is determined that it is in Pakistan’s interest to resolve 
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the issue”.254 She believed that the orthodox lobby opposed to the peace process was not 
likely to “hold much sway” in the elections, but warned: 

the danger is that a very discontented member of the lobby manages to get to 
Musharraf before or immediately after the elections and the whole apple cart is 
upset.255  

President Musharraf has already upset religious hardliners by pushing through legislation 
to take rape out of the controversial Hudood Ordinance, based on Sharia law, and into the 
Pakistani Penal Code.256 In March 2007, President Musharraf faced one of the biggest 
challenges to his rule when his suspension of Pakistan’s Supreme Court Chief Justice, 
Iftikhar Chaudhry, provoked powerful protests from lawyers. These protests were 
continuing at the time this Report was agreed.257 

129. Dr Nelson argued: 

Certainly, when it comes to Musharraf’s role in the process, my sense is that he is 
quite influential, but he is not the only possible spokesperson from Pakistan.258 

Dr Price reminded us:  

People in India said the same thing about Vajpayee. […] Now, Manmohan Singh has 
come to power, but the process has continued in a similar vein.259 

130. On the question of Kashmiris’ participation in the peace process, witnesses argued 
that Kashmiris had not been sufficiently involved.260 However we learnt that separatists 
faced difficulties in participation. Ms Schofield told us: 

The assassination of Professor Abdul Ghani Lone was a clear indication that, when 
there is recognition that we actually do have to talk to the Indian Government, one 
loses one of one’s nine lives pretty quickly. That fear always exists among the All 
Party Hurriyat Conference that, if they look like they are too close to negotiating 
with the Indian Government, they will not survive.261 

Dr Nelson asked, “who would the Kashmiri spokesperson be?”.262 

Joint cooperation against terrorism 

131. In September 2006 Prime Minister Singh and President Musharraf agreed to establish 
a Joint Control Commission to tackle terrorism in Kashmir. India and Pakistan have also 
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agreed to convene a joint anti-terrorism panel. After a meeting between Pranab 
Mukherjee, Indian foreign minister, and Pakistani leaders on 13 January, officials said that 
this new panel would help to expedite communications in times of crisis, particularly after 
terrorist attacks.263  

132. The FCO explained that: 

[i]n recent times Lashkar-e-Toiba (LeT) and Jaish-e-Mohammed (JeM)—have 
conducted attacks in both India and Pakistan. […] 

Recent attacks in India include the Delhi bombs (29 October 2005) with around 60 
fatalities; an attack on a police Special Task Force station in Hyderabad; shootings at 
an Indian Institute of Science conference in Bangalore (28 December 2005, one 
dead); the Varanasi bombings (7 March 2006); the Mumbai bombings (11 July 2006 
nearly 300 killed); and the bomb attacks in Malegaon (8 September 2006, at least 30 
killed).264  

We also received evidence that, following the 2005 earthquake, terrorist organisations had 
used relief operations as a means of building support.265 On 19 February 2007 another 
terrorist incident hit the headlines. A bomb had exploded on a train travelling from New 
Delhi to Lahore, leaving 66 dead.266 Despite this attack, the Indian and Pakistani 
governments went ahead with their Joint Commission meeting two days later. 

133. There has, however, been criticism of the initiatives for cooperation against terrorism. 
Two statements in particular proved controversial in India, one by the Prime Ministers 
saying that the fact “is that terror is a threat to Pakistan. And it has been a threat to India. 
We need to have a collective mechanism to deal with it,” and a second by the Indian High 
Commissioner in Pakistan and Foreign Secretary designate Menon stating: “We must drive 
a distinction between terrorist elements in Pakistan and the Government of Pakistan. 
Pakistan too is a victim of terrorism.” Critics claimed that these statements amounted to an 
exoneration of Pakistani policy and of the complicity of its government in attacks on 
India.267 However, Dr Price told us that it was “worth asking about the extent to which that 
was political point scoring.”268 

134. Following the bombings in Mumbai, police there made statements that Pakistan’s 
Inter Service Intelligence agency (ISI) played a role in support of LeT and the Students’ 
Islamic Movement of India (SIMI) in planning the July bombings.269 Witnesses told us that 
Pakistan had supported the insurgency movement in Indian-administered Kashmir. Ms 
Schofield argued: 
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clearly there has been sustenance and support [of the insurgency] to such an extent 
that a lot of the local Kashmiris complain that it has been taken over by Pakistan.270 

135. Professor Bose commented:  

it is difficult to deny the claims of the Indian military and the Indian diplomatic 
establishment that the Pakistan military have for a long time—since at least 1987—
been up to their neck, or even their eyes, in supporting and even sponsoring 
insurgency in Kashmir.  […] It is clear that, given the sophistication and quantity of 
weapons and equipment that insurgent groups have, their high calibre of training, 
and signs of logistical support from across the line of control, a professional military 
establishment has been at work in supporting insurgents.271  

However, witnesses suggested that such support was now far weaker than it had been in 
the past. Dr Price told us: 

There has certainly been a big change from five or 10 years ago, when links were 
much stronger.272 

Professor Bose commented:  

Pakistan’s support for insurgency in Kashmir is like a tap that is sometimes turned 
on full blast and at other times is reduced to a trickle. To the best of my knowledge, it 
has never been entirely shut off, but the speed and velocity has been modulated over 
the years. Over the past three years, direct and active support by the Pakistani 
military has been reduced to more or less a trickle following the 1999 and 2002 
crises.273 

136. Dr Nelson told us there was a danger that terrorist incidents could increase because of 
this reduction in Pakistan’s support: 

recent evidence suggests that many of the jihadi organizations once supported by 
Musharraf—organizations now increasingly neglected in the context of a wider 
strategic shift away from clandestine activities in Kashmir towards clandestine 
activities in Afghanistan (for example, organizations like Jaish-e-Mohammad, now 
known as Jama’at or Tanzeem-ul-Furqan, and Lashkar-e-Taiba, now known as 
Jama’at-ud-Dawa)—[…]  are likely to become even more aggressive as they begin to 
feel themselves crowded out or threatened with strategic (and financial) 
abandonment.274 

 
270 Q 91 

271 Q 91 

272 Q 184 

273 Q 91 

274 Ev 80, para 43 



50    South Asia 

 

 

Human rights, democracy and the rule of law 

137. Initially, India reacted to the insurgency in Kashmir by increasing its military presence 
and introducing direct rule from Delhi. India’s reaction through its paramilitary Special 
Operations Groups and other policing or military measures were much criticised for 
ignoring human rights concerns and using practices such as summary detention and 
torture.  

138. Conditions have improved from the mid 1990s low.275 Elections were held in 1996 
and 2002. Since 2003 India has held talks with Kashmiri separatists such as the moderate 
wing of the All Parties Hurriyat Conference (APHC), even allowing them to travel to 
Pakistan.276  

139. However, the FCO stated: 

Human rights violations by the security forces have reduced in recent years but are 
still a cause of concern.277 

Amnesty International expressed concern that the National Human Rights Commission in 
India could not investigate human rights abuses by the army.278 

140. India has established five Working Groups to consider ways to improve the situation 
in Kashmir, which include considering how to strengthen democracy, the rule of law and 
governance in Kashmir.279 

141. At present, the Northern Areas of Kashmir controlled by the Pakistani government 
are a dependency administered by the federal government. In 2000 a Legislative Council 
was established, which has some legislative, administrative and judicial powers, including 
the ability to impose local taxes. Yet the new council has no real financial or legislative 
autonomy and when Pakistan voted in 2002, the Northern Areas remained outside the 
political process.280  

UK involvement 

142. In our July 2004 Report into “Foreign Policy Aspects of the War against Terrorism” 
we recommended that the “Government encourage both parties to prioritise their work 
towards a resolution”. 281 

143. We heard mixed views from witnesses about the extent to which the UK should get 
involved in the peace process. Ms Schofield and Dr Nelson argued that the Pakistani 
government would welcome Britain’s involvement in the peace process, but only if Britain 
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pushed Pakistan’s position.282 Ms Schofield told us the Indian government was “absolutely 
allergic to anything that smacks of third-party mediation.” She believed Britain could only 
play a role in the humanitarian aspects of Kashmir by highlighting human rights abuses on 
all sides.283 Dr Price commented: 

One of the biggest things that we have seen recently is India’s acceptance of the UN 
involvement in Nepal. So India is growing more accommodating towards 
multilateral intervention. At the moment, I do not think that that growing 
accommodation would extend towards Kashmir, whether it was intervention by the 
UN or another country. That is something that is changing on India’s side, but we 
are not quite there yet, I think.284 

144. Professor Bose disagreed. He believed Britain could play a wider role:  

Britain is regarded as a relatively benign influence in the subcontinent, so there 
would not be any great opposition per se to Britain playing a greater role of some 
sort, as long as that role were played very discreetly and with the utmost attention to 
diplomacy. 

Britain could play a constructive role as part of a broader, concerted, multilateral 
effort to push the India–Pakistan peace process along. […] I am fairly sure that 
without discreet but stronger international support for the India–Pakistan peace 
process, it will not yield dividends or results.285 

Dr Smith also thought the UK could get involved in the peace process and argued that the 
UK was “still well thought of in the region”.286 

145. Dr Nelson believed that it was not appropriate for the UK to propose solutions. 
Instead he argued it could “facilitate and encourage dialogue”.287 Mr Roy-Chaudhury 
argued that there were two areas in which such facilitation could occur: 

One, of course, is to ensure that the peace process becomes institutionalised. Today 
we have a situation where […t]alks are being held at different levels, but there could 
be a break, if there were a major disaster in either country. […] It would be useful to 
find out whether there are stakeholders in both India and Pakistan who could try to 
ensure that the dialogue remains on track, whatever the political relationship 
between the two countries, in which case the UK could play an important role in 
back channel diplomacy. 

The second matter that could turn out to be substantial is something that both India 
and Pakistan have talked about […] Both President Musharraf and the Indian Prime 
Minister, Manmohan Singh, have said that the future of Kashmir could lie in making 
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the line of control irrelevant—[…] the UK could play a positive role in trying to flesh 
out what both countries mean.288 

146. The FCO wrote: 

As a close friend of both countries, we remain in regular contact with India and 
Pakistan, and we will continue to encourage both countries to seek a durable 
resolution to all the issues outstanding between them, including over Kashmir.289 

The Foreign Secretary said that the UK Government was “encouraging and have always 
encouraged negotiation”,290 but that 

[i]t is for the parties themselves to see what is the best ground on which they can 
reach agreement and find the best way forward. It might be the kiss of death for us to 
express a preference one way or the other.291 

147. We welcome the recent Confidence-Building Measures between India and 
Pakistan over the Kashmir question and their cooperation against terrorism. We 
conclude that the UK should encourage India and Pakistan to make further progress on 
the peace process, but that the Government should not get directly involved in 
negotiations nor try to suggest solutions to the question of Kashmir, unless requested 
to do so by both India and Pakistan. 

India, Pakistan and Afghanistan 

148. The FCO noted, “[d]ifficulties in the India–Pakistan relationship can sometimes spill 
over into relations with Afghanistan.”292 Apart from the Taliban’s five year rule, India has 
always had quite good relations with Afghanistan and it is now its largest regional donor.293 
Mr Griffin, journalist and author of “Reaping the Whirlwind: The Taliban Movement in 
Afghanistan”, told us that during the period the Taliban was in power in Afghanistan, 

Afghanistan became associated very much with the 1999 hijacking of Indian Airlines 
jets flying into Kandahar and its association and support from the ISI made it look 
like simply another manifestation of Pakistan’s unofficial policy of running proxy 
terrorist operational wars against India, whether in Kashmir or in the south, or 
against urban targets.294 

He believed that to a large degree, India saw Afghanistan as “part of its security problem 
with Pakistan.” It was therefore enthusiastic to become a “generous big brother to a new 
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kind of democracy” there. However, it has avoided any involvement in developing 
Afghanistan’s military capacity out of fear of antagonising Pakistan. 295 

149. Afghanistan and Pakistan, on the other hand, have a decades-old relationship of 
mistrust rooted in Afghanistan’s claims to Pashtun-majority areas on the Pakistani side of 
the Durand Line.296 Pakistan gave critical help to the Taliban in Afghanistan in the 1990s in 
an attempt to reduce Indian influence in Afghanistan297 and it is now concerned about its 
loss of “strategic depth” in Afghanistan following the fall of the Taliban.298 In 2003 the 
opening of several Indian consulates in Afghanistan became a bone of contention between 
Indian and Pakistan. Pakistan’s government accused the consulates of carrying out 
terrorist activities, stating: “we are watching them with anxiety, with deep concern. […] 
they are there to disrupt relations between Pakistan and Afghanistan."299 Pakistan has also 
been irritated by Indian companies winning construction contracts, such as that for the 
road from Kandahar to Spin Boldak, the Afghan town that borders the Pakistani town of 
Chaman.300 

150. Afghanistan’s President Karzai has repeatedly and publicly held Pakistan responsible 
for the current insurgency. However, the FCO commented: 

Pakistani help is essential in combating the Taliban threat to Afghanistan, including 
to UK troops deployed there.301 

In March 2007 Pakistani security forces announced the capture of Mullah Obaidullah 
Akhund, a senior Taliban leader, in Quetta.302 

151. Pakistan’s President Musharraf has strongly denied that either Pakistan’s government 
or its Inter Service Intelligence agency (ISI) have given support to the Taliban.303 Frédéric 
Grare of the Carnegie Endowment for International Peace believes that Pakistan is correct 
when it asserts that Afghanistan is trying to place some of the blame of its own failure to 
achieve stability on its neighbour, but that there is also clear evidence of Pakistan’s role in 
the insurgency.304 In January 2007 the US expressed frustration that Pakistan was not doing 
more to tackle Taliban militants within its borders.305 The following month Vice President 
Dick Cheney warned Pakistan that the US could cut aid to the country if Pakistan did not 
increase efforts against the Taliban.306 
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152. Mr Griffin argued that Pakistan appeared to be practising a dual policy:  

there seems always[…] to be a situation where, on the one hand, Pakistan is rooting 
out and shooting at incursionists and terrorists in Afghanistan, while another 
element of the Pakistani military-industrial base is encouraging, financing and 
training them.307 

Dr Nelson agreed. He argued that the Pakistani government had distinguished between 
foreign al Qaeda miscreants and local Taliban sympathisers, assisting with the pursuit of 
the former while at the same time supporting, or at least failing to oppose, the Taliban 
resistance in Afghanistan. He argued that from the perspective of Pakistan “these 
distinctions make a great deal of sense: one side devoted to addressing the scourge of 
‘international’ terrorism; the other devoted to preserving a sense of ‘strategic depth’ in the 
context of regional political affairs.”308  

153. Dr Nelson noted that commentators had stated that the Taliban could not be defeated 
militarily.309 He argued that cross-border Pashtuns should be brought into a dialogue about 
the political situation: 

it is […] important to understand the domestic politics within each country[…]. 
Both Governments have found that Pashtuns are an important constituency, and 
[…] one aspect of Pashtun politics involves the Taliban. […] Some realism here 
would be helpful. […] I think that recognising the politics of the Taliban as opposed 
to simply its militancy, and separating the politics of the Taliban from the politics of 
al-Qaeda, can be fruitful in our thinking about the different configurations.310  

154. A meeting President Bush hosted for the two leaders in September 2006 produced 
vague plans for tribal jirgas on both sides of the border.311 These have not yet taken place, 
but they remain on the agenda.312 The idea of a joint jirga is supported by the UK 
government as a means of reducing tensions in the border area.313  

155. In Pakistan, President Musharraf has already held his own jirga in North Waziristan 
where an agreement was reached with local tribesmen which called upon them to expel 
foreign militants and end cross-border attacks in return for a reduced Pakistan army 
presence in the region. On this agreement, Dr Nelson commented:  

militarily, that did not have the same impact in Afghanistan as Musharraf was 
promising in Washington that it would, although it has probably reduced the stress 
on the Pakistani military, which I believe had as many as 70,000 forces in north and 
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south Waziristan at one point, so there have not been quite as many attacks on 
Pakistan.314 

156. A military-to-military tripartite commission of senior military and diplomatic 
representatives of the United States, Afghanistan and Pakistan has been formed. In June 
2006, General Richards, the then British Commander of the International Security 
Assistance Force (ISAF), also participated. The Foreign Secretary told us that there was 
some evidence to suggest that this military-to-military Commission was improving 
relations between Afghanistan and Pakistan.315  

157. We asked witnesses about the prospects for an improved situation in Afghanistan. Mr 
Griffin, made the assessment that the Taliban were now “a much more professional 
fighting force”, in terms of planning, flows of funding, training and military technique and 
warned that they had the potential to become more successful against air bombs if they 
coordinated attacks.316 He believed the situation was “going to get worse before it gets 
better”.317 

158. Dr Price told us: 

A lot of international aid and assistance has been given to Afghanistan, but the 
benefits have been rarely seen by the average Afghan. […] So there is the assumption 
of widespread corruption within the Afghan Government, which is creating 
disillusionment, and a much more profitable arena for the opposition—primarily the 
Taliban—to operate in.318 

159. Antony Stokes, the Head of the Afghan Group at the Foreign and Commonwealth 
Office told us that there was a “momentum to try to generate some mutually beneficial 
relationships in the economic sphere” between the three countries, such as trade, oil 
pipelines and water-sharing.319 He pointed out that, for example, there had been 
discussions about creating a regime of international transport routes so that goods would 
not have to be unloaded from one lorry and then loaded on to another at borders.320 
Afghanistan has also recently joined the South Asian Association for Regional Co-
operation (SAARC), which has a commitment to create a free trade area in the region. 

160. We recommend that the Government continue to urge the governments of 
Pakistan and Afghanistan to take steps to improve security on their border. 

Sino–Indian relations 

161. India and China still dispute a large swathe of territory, Aksai Chin, captured from 
India by China in the 1962 war between the two nations. This area is very barren but 
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strategically important for the Chinese as it joins Xinjiang to Tibet.321 India also disputes 
Pakistan’s 1963 border agreement with China, in which China handed over parts of 
Kashmir under its control to China. Mr Roy-Chaudhury and Dr Smith told us that the war 
was still remembered in India, which had performed very badly in the conflict.322 However, 
Mr Roy-Chaudhury argued that a quick resolution to the boundary dispute was not 
crucial: 

[…] the key is that for both India and China, the sense is that the territorial dispute 
will continue but it is important to put a political perspective on it. So the border 
dispute is not expected to hamper the other aspects of the relationship between India 
and China, whether trade, diplomatic or political.323 

162. Witnesses told us that relations between India and China were “a mixed bag”.324 
Political ties between China and India are deepening. In April 2005, during the Chinese 
Prime Minister Wen Jiabao’s visit to India, the two nations signed an agreement for a 
“strategic partnership for peace and prosperity”, which included an Agreement on the 
Political Parameters and Guiding Principles for the Settlement of the India–China 
Boundary Question.325 In 2005 China formally recognised the border state of Sikkim as 
part of India,326 and in May 2006 a memorandum of understanding was signed between the 
two countries’ defence ministers. These events were a remarkable turnaround given that as 
late as 1998, India had given concerns over China’s nuclear weapons as a reason for its 
nuclear tests.327  

163. A key reason for the lowering of Sino–Indian tensions is the state of the two nations’ 
economic relations. Trade is booming between the two giants—China is India’s second 
largest trading partner and is expected to overtake the US as India’s largest trading partner 
within five years.328 Both recognise the potential in each other’s growing markets. During 
President Hu Jintao visit to India in November 2006, the first visit by a Chinese head of 
state to India for ten years, the two nations agreed to try to double their levels of trade to 
$40billion a year by 2010.329  

164. However, Dr Price suggested that trade might not drive good relations in the future to 
the extent being expected: 

In the past few years, trade between India and China has soared, but most of that 
consists of Indian iron ore meeting China’s needs. In the first six months of this year, 
India’s trade to China dropped […] It is too early to say, but the assumption had 
been that India’s exports to China would carry on growing at 30 or 40%, and that 

 
321 Qq 90-91 

322 Q 17 

323 Q 18 

324 Q 17 [Mr Roy-Chaudhury and Dr Smith] 

325 “India and China sign pact on 'peace and prosperity'”, International Herald Tribune, 12 April 2005 www.iht.com/ 

326 “India, China reach new trade heights”, Asia Times, 22 June 2006 

327 C. Raja Mohan, “India and the Balance of Power”, Foreign Affairs, vol 85, number 4 (July/August 2006), p 24 

328 Q 17 

329 “India and China 'to double trade'”, BBC News Online, 21 November 2006 



South Asia    57 

 

that would put everything else into the background. Now that has stopped; a couple 
of weeks ago India passed a new law to screen investments from China, which made 
it more difficult for Chinese companies to invest in a lot of sectors. It might be that 
an approach emerges that is far from hostile but more sceptical.330 

165. Federico Bordonaro told us that another challenge to India’s relationship with China 
would be “China’s thirst for energy”.331 India is seeking oil in many of the same places as 
China, such as Russia, Kazakhstan and Africa, and has lost some contracts to Chinese 
competitors. For example, in August 2005 the Chinese National Petroleum Corporation 
(CNPC) beat a bid by an Indian consortium, Oil and National Gas Corporation(ONGC)-
Mittal, to buy PetroKazakhstan332 and in October 2005 China won an exploration deal in 
Angola, despite an initial agreement between Shell and ONGC’s overseas arm, because 
Angola’s national oil company wanted the stake to go to Chinese oil companies.333 
However, dialogues on managing energy competition have taken place between India and 
China and the two nations signed an agreement on co-operating on securing crude oil in 
January 2006.334 In the same month the ONGC and the CNPC made a successful joint bid 
for a stake in a Syrian oil field. 335  

166. There are concerns in the Indian establishment about China’s military and naval 
prowess and fears that Beijing practices containment against India by backing Pakistan’s 
nuclear capacity and in its relations with Sri Lanka, Burma and Nepal.336 Hsin-Huang 
Michael Hsiao and Liang-Chi Russell Hsiao told us that India was “growing wary” of 
China’s access to the Indian Ocean.337 Federico Bordonaro argued that the main 
motivation for the $8.13 billion invested by India into Project Seabird, which involved the 
creation of an air force station, a naval armament depot, and missile silos and the building 
of a major naval base, INS Kadamba in Karwar, Karnataka state, was increased Sino–
Pakistani co-operation: 

faced with geographic constraints, the Chinese successfully proposed to Islamabad in 
2001 the sharing of the Gwadar naval base. This latter serves the Chinese purposes in 
three ways: first, it serves as a tool to secure Beijing's access to the Gulf's resources; 
second, it is a useful military base to counter Washington's influence in Central and 
South Asia (in fact, the Sino–Pakistani agreement came into being just four months 
after U.S. troops entered Kabul in 2001); third, Gwadar functions as an excellent 
wedge between India and the Middle East and as an offset against India's naval 
power.338 
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At the same time, India is strengthening its relations with Taiwan.339 There was also very 
strong critical domestic reaction in China to the US–Indo nuclear deal.340  

167. The FCO wrote that: 

Relations between India and China matter to the UK at economic, military and 
strategic levels. How these two countries get along together will have an impact on 
the wider world for many years to come.341 

We agree. 

168. Good relations between China and India are going to be very important to the 
international community in the future. We recommend that the Government welcomes 
areas of cooperation between India and China and encourages even closer relations 
between the two nations in the future. 

Sri Lanka 

169. The Liberation Tigers of Tamil Eelam (LTTE) have been waging a violent campaign in 
Sri Lanka over the last 20 years to try to achieve a separate state or at least federal 
devolution in the north and north-east of the country. Violence has increased greatly over 
the last year; although so far neither party has renounced the 2002 ceasefire, it appears dead 
in all but name.342 The humanitarian situation continues to deteriorate. There were over 
3000 deaths related to the conflict between February and November last year343 and by 24 
January this year there had already been 80 civilian deaths.344 Dr Price told us that “the 
issue of child recruitment in Sri Lanka has been a major one”.345 In March 2007 tens of 
thousands of civilians fled for refugee camps following intensified fighting in east Sri 
Lanka.346 

170. We were told in evidence that for the next few months levels of violence was likely to 
worsen.347 The FCO wrote that: 

The absence of a roadmap for a negotiated settlement is increasingly of concern—
achieving broad political support in the South for a credible political offer to the 
Tamils will require a bold lead from President Rajapakse.348 
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However, Sri Lanka’s president is in a dilemma– if he holds his army back and restarts 
negotiations with the LTTE he might alienate nationalists in the coalition government, but 
further military action risks chaos in Sri Lanka.349 Dr Smith told us that one of the 
problems in Sri Lanka was that the bargaining power of the LTTE had not been recognised 
by the Sri Lankan government and the international community: 

Effectively what […the LTTE] is being asked to do is go back to the situation before 
1983 […] which of course the LTTE is never going to do […] when it also knows that 
it has broken the monopoly of force once controlled by the Sri Lankan 
Government.350 

171. India has had talks with Norway, the formal facilitator in the peace process, about the 
situation in Sri Lanka, and has called on the Sri Lankan President to end the killing of 
Tamil civilians and set out his vision of devolution.351 However, India prefers to leave the 
direct role in conflict resolution to Norway,352 despite requests from the Sri Lankan 
president for it to play a greater role in the peace process. 353 India had a peacekeeping force 
in Sri Lanka between 1987 and 1990,354 but had its fingers badly burnt by its intervention, 
not least through the assassination of the then Prime Minister Rajiv Gandhi by a Tamil 
Tiger suicide bomber in 1991.355 Gandhi’s widow, Sonia Gandhi, is leader of the ruling 
Congress party.356 India has a 60 million strong Tamil population. Mainly based in Tamil 
Nadu, the Tamil community in India are larger than that in Sri Lanka.357 Tamil Nadu’s 
ruling Dravida Munnetra Kazhagam (DMK) party is a key member of the national 
coalition government.358 India has been affected by the large number of Sri Lankan 
refugees that have moved back to India as a result of the renewed fighting.359 

172. We asked Dr Smith what the extent of Indian involvement in Sri Lanka should be. He 
replied: 

The best thing that can be said to the Indians about Sri Lanka is, ‘Be constructive.’ 
India is involved however you look at it […] because it is the hegemon in the region 
and because it does not want outsiders such as China and the United States […] 
messing around in the south Asian back yard. […] 

Let me give you an idea of how that works in practice. Several years ago, when the Sri 
Lankan Government was worried that troops might need to be air lifted from the 
high security zone in the north, the obvious candidate—which it immediately 
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approached—was the United States. The United States said, ‘Talk to India.’ The 
message for India was that it could not have it both ways—if it were to play a major 
regional role, it had to overcome the problems that it had had and the mistakes that it 
had made, and to move forward rather than looking back all the time.360 

He added: 

India […] could play a constructive role by dealing with the practical political issues 
on the ground, which I think have been overlooked or ignored by the international 
community. We know the international community has problems when it comes to 
looking at partition, confederation and so on.361 

173. Dr Price pointed to the Indian evacuation of Sri Lankan and Nepalese citizens from 
Lebanon as an example where it had used its hegemonic status “very beneficially”.362 He 
commented: 

My opinion is that the links between Tamils in southern India and Tamils in Sri 
Lanka is a justification for not getting involved rather than something real. There are 
a couple of Tamil parties that make speeches about the LTTE, or Tamils in general, 
but they are not particularly mainstream.363 

Mr Roy-Chaudhury suggested that India should be urged to consult with other major 
powers on Sri Lanka.364  

174. During our visit to Chennai, we heard a range of views on what the UK’s involvement 
in Sri Lanka should be. Some Indian commentators believed that the UK should become 
more involved, but many warned that the UK should not interfere in Sri Lanka as it would 
not understand the nuances of the conflict. We asked witnesses in the UK about this. Dr 
Price suggested that the UK could play a specific role and gave the example of policing.365  

175. The FCO praised Norway’s work so far.366 The Foreign Secretary told us: 

[…]we are continuing to use whatever channels we have to encourage people in Sri 
Lanka to return to and concentrate on a potential peace process.367 

She explained that Rt Hon Paul Murphy MP, the former Northern Ireland Secretary, and 
others with experience of the Northern Ireland peace process had been to India to share 
their expertise.368 Rt Hon Ian McCartney MP, the Minister with responsibility for human 
rights in the FCO, reiterated the UK’s concerns in a meeting on 10 January with his Sri 
Lankan counterpart and Gareth Thomas MP, the Parliamentary Under-Secretary of State 
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for International Development, has raised these issues with the visiting Minister.369 Paul 
Murphy has also travelled to Sri Lanka to share his experience of the Northern Ireland 
peace process.370 However, the LTTE is now a proscribed organisation in the UK371 and on 
the EU list of terrorist organisations. Antony Stokes told us that the FCO was working 
closely with the Home Office and police to clamp down any fund-raising activity in the 
UK.372 

176. We are very concerned about the situation in Sri Lanka. We recommend that the 
Government urge India and the international community to take a stronger lead in 
pushing for peace. 

Bangladesh 

177. Despite India’s historic role in the creation of Bangladesh, relations between the two 
nations have always been difficult.373 Dr Price explained to us that this was largely due to 
the internal politics of Bangladesh,374 a country in which democracy had not yet bedded 
down: 

Bangladesh has democracy in the sense that it has elections, but in terms of accepting 
the results of elections, each party that has lost has taken to protesting in the streets 
from the mid-1990s onwards. […I]n terms of the wider issue of rights and so forth 
democracy has a long way to go to be entrenched in Bangladesh.375 

The International Bangladesh Foundation expressed similar concerns. It explained that 
thousands of activists were in detention without trial and argued that Bangladeshi 
minorities were being subjected to an “endless State sponsored campaign of religious and 
ethnic cleansing”.376  

178. The return to power of the “anti-Indian” 377 Bangladesh National Party (BNP) in 
coalition with Islamist parties in 2001 led to a cooling of relations between India and 
Bangladesh. The FCO told us that India was: 

concerned over the influence of the Islamist parties and by the rise of Islamism and 
terrorism in Bangladesh.378 

In August 2005 there were 450 simultaneous bomb attacks in Bangladesh.379 Federico 
Bordonaro wrote that Islamic radicalism would “continue to pose a threat to India's 
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stability and to complicate Delhi's political relations with Bangladesh”,380 which has 
“developed Islamist networks”.381 India believes that Islamic military organisations, 
including al-Qaeda have structures in Bangladesh.382  

179. Bangladesh has been in political turmoil over the last six months. The situation 
stemmed from concerns by the opposition party, the Awami League, that the caretaker 
administration was biased towards the ruling BNP. (In a unique constitutional 
arrangement introduced in 1996, Bangladesh has a system where an interim government 
takes power in the run up to an election). The Awami League said it would therefore 
boycott the polls and called for the elections to be delayed and voters’ lists updated. There 
were hundreds of demonstrations, blockades and clashes. 

180. The caretaker administration decided that it would hold elections in spite of the 
Awami League boycott threat. As a result it faced growing international pressure about the 
legitimacy of any such polls. The Foreign Secretary for example, called on the caretaker 
government and the Election Commission to create the right atmosphere and effective 
mechanisms required to bring all parties to participate in the elections.383 On January 11, 
the United Nations, European Union and the Commonwealth suspended their election 
observation missions in Bangladesh.  

181. These factors led to the resignation of the President of the caretaker government, 
President Iajuddin Ahmed, and a State of Emergency was declared on 11 January. The 
Awami League have now agreed to contest the elections under the new army-backed 
interim administration, led by Fakhruddin Ahmed.384 A new party, the Nagorik Shakti 
(Citizen’s Power) party, led by Muhammad Yunus, a Nobel-prize-winning microfinancier, 
has now entered Bangladeshi politics, for long a two party affair.385 Police in Bangladesh 
have now filed murder charges against former Prime Minister Sheikh Hasina.386 

182. Bangladesh’s economy has performed well over the last decade, with GDP growth of 
over 5% per year—6% in 2005/06.387 However, Dr Price warned that Bangladesh was 

coming to a position where the political situation is starting to impact. A small 
example is the power projects that take more than five years. The parties alternate 
each time there is an election, so as soon as the new Government come in, they scrap 
previous power projects because it is assumed that they must have been corrupt, so 
they start their own ones. Now it is getting to the point where power shortages are 
becoming more and more of an issue. That is a direct way in which the political 
situation is starting to impact on the economy.388 
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There are also concerns that if problems continue, violent militants Islamist fringe groups, 
such as the Jagrata Muslim Janata and the Jamaat-ul-Muhajideen, who are opposed to the 
country’s secular liberal tradition, will benefit.389  

183. We asked witnesses about the impact of Bangladesh’s political problems in the wider 
region. The Foreign Secretary commented: 

I think that there is general concern, because there is a recognition that any failed 
state always has an impact on its neighbours and on stability in the region.390 

184. However, Dr Charu Lata Hogg told us that India viewed Bangladesh “as more of an 
irritant than a threat”.391 Dr Price told us that the impact was currently confined to 
Bangladesh, but that India had “concerns that it could spill over”.392 One of these was the 
potential for a larger influx of refugees into Northeast India. Large scale illegal immigration 
has been a continuous source of tension between the two countries..393 New Delhi claims 
that about 20 million Bangladeshis are living illegally in India and should be repatriated, an 
allegation Dhaka denies.394 The FCO told us that 12 million was not an unrealistic figure.395 
India is building an eight-foot security fence along the 4,000km border with Bangladesh.  

185. Another area where the situation in Bangladesh might affect the region more broadly 
is in gas. Dr Price told us: 

The complete lack of empathy between the two main parties, and in particular the 
leaders of the two main parties in Bangladesh, […] is a big factor that holds back 
Bangladesh and the export of its gas.396 

Dr Price also pointed out that the problems in Bangladesh posed a particular threat to 
“north-east India, which is cut off apart from a small chicken neck, so it cannot trade with 
other parts of India so well.” 397 

186. In a written answer in January the FCO said that the UK is “monitoring developments 
closely”, “broadly welcomes the opportunity for conditions to be established which are 
conducive to credible and participative elections” and “urges that the full processes of 
democracy and civil rights be restored to the Bangladeshi people promptly”.398  
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187. We asked witnesses when they believed the postponed elections would be likely to be 
held. Dr Price told us that it was likely to “be a while”.399 Antony Stokes told the Committee 
that:  

There has been no public statement on that, nor have we had a firm commitment 
from the caretaker Government privately, but we have been encouraging them to 
consider committing to an electoral process that will allow for elections quickly.400 

188. We asked the Foreign Secretary whether the Commonwealth could play a role in the 
situation. She replied: 

As for whether there is anything specific that the Commonwealth can do to help, I 
am quite sure that that is something that the Commonwealth Secretariat is looking at 
as we speak, but it depends a little bit on how things go in the near future. The 
existing interim Government are saying all the right things about tackling corruption 
and the need to improve the electoral process, electoral commission and so on. 
Obviously, they have only been in power for a few days, so one must hope that they 
will follow through on those ideas.401 

189. We recommend that the Government continues to monitor closely the situation in 
Bangladesh and that it consider a possible role for Commonwealth mediation or other 
assistance to help establish a stable democratic process. 

Nepal 

190. The situation in Nepal is now far more positive. Mr Roy-Chaudhury told us that 
Nepal was now entering “a key period in Nepal’s history, where there is a prospect of an 
end to the insurgency”.402 This period of instability began in February 1996 when the 
Communist Party of Nepal (Maoist) led a “People’s War”, which resulted in about 13000 
deaths.403 The insurgency progressively intruded on the middle ground occupied by 
parliamentary democracy and constitutional monarchy. The House of Representatives was 
dissolved in May 2002 and elections to local government bodies cancelled in August 2002. 
In October 2002 King Gyanendra deposed the government, giving as a reason the 
government’s inability to conduct general elections. He subsequently appointed three 
different governments, and on 1 February 2005 took permanent executive control. 404  

191. The King’s actions led to huge demonstrations by the major parties and his popular 
support waned. There was a huge uprising against the King in April 2006, which led to the 
House of Representatives being reinstated on 28 April and the King being stripped of most 
of his powers. The Maoists and the Seven Party Alliance (SPA) then engaged in 

 
399 Q 199 

400 Q133 

401 Q 133 

402 Q 24 

403 Ev 38, para 61 

404 Ev 163 



South Asia    65 

 

negotiations which produced a comprehensive statement of understanding in November 
2006.405  

192. On 15 January 2007 the Maoists took their seats in an interim parliament and on 18 
January the Maoist leader Prachanda announced that the parallel government set up by the 
Maoists during their insurgency was to be abolished.406 Elections to a Constitutional 
Assembly are planned to be held in June 2007. Mr Roy-Chaudhury described these as 
“encouraging developments”,407 but noted that “tremendous concerns” remained, 
including the “tremendous mistrust between the Maoists and the military and […] 
differences over the monarchy”.408  

193. India has been very concerned about the civil war in Nepal.409 India played a role in 
helping to reach agreements between the political parties, the King and the Maoists, 
supported the attempts of the SPA to bring the Maoists into government and “[a]fter initial 
hesitation” realised the value of the United Nations providing technical assistance to the 
peace process.410 India has also given Nepal a substantial aid package411 In particular it was 
worried about increased criminal activity, such as smuggling, in border areas and 
unrestricted migration.412 It also feared a potential collaboration between the Maoists in 
Nepal, and the Naxalites – an insurgency run by the Communist Party of India (Maoists) – 
in India.413 We asked Dr Price about what the impact on India would be now that the 
Maoists were in the Nepalese government. He replied 

The rhetoric from the Maoists was at first very anti-Indian. They are still talking 
about renegotiating some of the treaties and so on. In practice, however, people 
recognise that when they come to power in Nepal, they have to live with India. India 
is the country that Nepal trades with and it is where its economic opportunities will 
come from through hydroelectricity and such like. The big unknown about Nepal is 
the extent to which the Maoists will temper their aims once they are in power. 
[…]With regard to the Naxalites, the Maoists have already said that they will not give 
any support, and certainly not any military support, to Naxalites working in India, 
but they might give some kind of moral support for the cause. 

That leads on to whether something can be done in Nepal to resolve the core 
grievances that led to the Maoist uprising—things such as unfair land ownership and 
so forth. […] There is a long way to go in this thinking. But if something comes from 
that, does that then present some kind of model for India? […] some ideas that come 
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from Nepal could be used in some format in some of the more backward districts in 
India where the Naxalites are most active […].414 

194. We asked witnesses about the role the UK could play in Nepal. Mr Roy-Chaudhury 
suggested that the UK should work with the US and India “to facilitate stability”. 415 He 
added: 

There is a sense, not only from India’s point of view, but from Nepal’s point of view, 
that it will be difficult for India to be involved unilaterally, so there needs to be 
broader involvement.416 

Professor Michael Hutt argued in his submission that the UK had an important role to play 
in Nepal to help the country meet the aspirations of those Nepalese who had participated 
in the Maoist insurgency, to help develop a culture of democratic leadership and to 
improve the higher education sector.417 The Foreign Secretary pointed out that the UK had 
been the first country to pay £1 million into the UN fund for helping to maintain peace and 
stability in Nepal and that it had increased its development aid to the country.418 The UK is 
the second largest provider of development assistance to Nepal, donating £30 million in 
2005–2006.419 

195. In January 2007 there were reports of violence in southern Nepal, where the Madheshi 
people say the interim constitution does not incorporate their demands for greater 
autonomy, better representation in parliament and the removal of hill dwellers from 
important local jobs. Madheshis make up 33–45% of Nepal’s population but are vastly 
under-represented in government and in the army, which tend to be dominated by hill-
dwellers. Nepal’s home minister has now invited the Terai groups for talks ahead of the 
June elections, but the Chairman of the Madheshi Janadhikar Forum has said that he 
requires a formal invitation.420 In a written answer, Dr Kim Howells MP, Minister of State 
for the Foreign and Commonwealth Office, said the UK government was “deeply 
concerned” about this unrest and warned that the failure to acknowledge the demands of 
the Madheshis had “the potential to undermine the prospects for elections to the 
Constituent Assembly.”421 In March 2007 Nepal’s parliament passed an amendment to the 
constitution, which addressed some of the concerns of the Madheshi people by changing 
the country from a unitary to a federal state and increasing the number of constituencies in 
the south.422 
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196. We recommend that the Government offer support through its Global 
Opportunities Fund and assist the Westminster Foundation for Democracy to help 
develop democratic institutions and political parties in Nepal.  

197. We further recommend that the Government pushes for and supports a strong 
international observer presence in Nepal for the elections planned for June. 

Water-sharing 

198. Water is becoming an increasingly rare resource in South Asia. India currently has a 
number of water disputes with its neighbours: a dispute with Pakistan over the Wular 
Barrage, a dispute over the Farakka Barrage with Bangladesh and a dispute over the 
Mahakali River Treaty with Nepal. These are exacerbated by growing populations and by 
high dependency on agriculture.423 The Director of the UN’s Millennium Project, Professor 
Jeffrey Sachs, recently warned that India would face severe water shortages and that it had 
only been able to feed its population in the past by using water in an unsustainable way.424 
Dr Price told us: 

The problem is that water-sharing really is a zero-sum game—water tables are 
shrinking and populations are growing. It is a major issue of concern, and is going to 
continue to be an issue of concern425 

199. India and Pakistan signed the Indus Water Treaty in 1960. Dr Price described it as: 

the most successful treaty between India and Pakistan […]Until last year, they never 
used international arbitration, so the treaty lasted through various wars that took 
place during that time.426 

However, since 1985 India and Pakistan have been in dispute over India's Tubul 
Navigation Project on the River Jhelum, which Pakistan believes violates the Indus water 
Treaty. The Indus Waters Commission has failed to resolve the issue and it has been part of 
the Composite Dialogue between the two nations.427  

200. The Mahakali River flows along the Nepal–India western border. It has huge potential 
for hydroelectric power, but Indo–Nepali cooperation on the river systems has been slow. 

Tensions grew following India's construction of the Tanakpur Barrage on the Mahakali in 
1998. 428 Dr Charu Lata Hogg told us: 

“The Tanakpur episode during which India failed to inform Nepal that it was 
making use of a small piece of Nepalese territory to construct an embankment to 
protect Nepalese territory from possible backwater effects from the Tanakpur 
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Barrage, has loomed large in the Nepalese consciousness contributing to the fall of 
the government.”429 

201. Water-related tensions in South Asia, however, are greatest between India and 
Bangladesh, given that 54 rivers flow from India into Bangladesh.430 In 1997 the two 
countries signed an agreement, which is renewed annually, on water-sharing, but the fall 
from power of the Awami League led to a cooling of relations.431 The two nations have 
several water-related disagreements. 

202. First, India and Bangladesh have accused each other of causing the erosion of 
riverbanks on their international boundary by constructing concrete embankments. 
Second, Bangladesh believes India has reduced water flow along the River Ganges, known 
as Padma in Bangladesh, as a result of India's construction of the Farakka Barrage across 
the Ganges in 1970. Dhaka has also accused Delhi of being slow in sharing data about river 
flows for flood control purposes. Bangladesh has also opposed India's plans for a $15 
billion project to link rivers across the country in order to divert excess water in the north 
to water-deficient states in the south, which Bangladesh claims will affect river flow 
through the Brahmaputra and Ganges rivers systems into Bangladesh.432  

203. We conclude that there is potential for increasing conflict over access to water in 
South Asia. We recommend that the Government monitor this situation carefully and 
that it encourages South Asian nations to use water in a more sustainable way. 

Regional integration 

South Asian Association for Regional Cooperation (SAARC) 

204. Established in 1985, the South Asian Association for Regional Cooperation (SAARC) 
is made up of Bangladesh, Bhutan, India, the Maldives, Nepal, Pakistan, Sri Lanka and 
Afghanistan (new member). It aims to “accelerate the process of economic and social 
development” among member nations.433 The FCO explained that progress on this 
objective had been limited, in particular, by relations between India and Pakistan. 434 Dr 
Price agreed. He told us: 

The big problem with SAARC is that the political disputes between India and 
Pakistan get in the way of substantial progress.435 

However, Dr Charu Lata Hogg argued  that  

SAARC still remains a largely consultative body, which has shied away from 
undertaking even a single collaborative project in its 20 years of existence. While 
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most of the failings of SAARC could be laid on the door of India’s tensions with 
Pakistan, there appears to be a deep resistance to doing anything collaborative in the 
region as a whole. Smaller countries like Bangladesh have used SAARC as a regional 
dispute settlement mechanism […].436 

205. One area of collaboration between all seven original SAARC members is the South 
Asian Free Trade Agreement (SAFTA) in January 2004.437 SAFTA formally came into 
effect on 1 January 2006. The agreement will be implemented in stages. India, Pakistan and 
Sri Lanka are due to reduce their tariffs to 20% by 2007 and then down to zero in a series of 
annual cuts by 2012. The other four nations have until 2016 to reach full 
implementation.438  

206. However the FCO described SAFTA as “not particularly ambitious”. In a 
supplementary note to us the Foreign Secretary explained: 

the real test of the effectiveness of SAFTA will be in the ‘sensitive’ lists. These are lists 
of goods temporarily exempt from the above tariff reductions. Each country has 
submitted long lists of sensitive goods (for example, India’s is 744 items, Pakistan’s is 
1200).The SAFTA agreement says that members will have to agree the sensitive lists, 
which could involve drawn out negotiations. […] 

Further negotiations are likely to continue on other trade issues as well, for instance: 
Rules of Origin – specifying the conditions that would have to be met by products to 
qualify for applications of reduced customs tariffs on export to another SAARC 
Member State; Mechanism for Compensation of Revenue Loss for Bangladesh, 
Bhutan, the Maldives and Nepal in the event of revenue loss resulting from lowering 
of customs tariffs in terms of the Agreement; and Technical Assistance.439 

Mr Roy-Chaudhury told us that internal trade within SAARC was about 30% or less than 
SAARC nations’ global trade. By contrast 70% of ASEAN nations’ total trade was within 
ASEAN.440 He added: 

Delhi has never felt that there is much momentum in SAARC. There are 
complementarities among the countries in SAARC, in terms of their manufacturing 
processes and culture and so on. From Delhi’s perspective, there is the problem of 
Pakistan’s refusal to provide a certain economic status to India that India has 
provided to Pakistan. SAARC and the south Asian free trade area sound good 
politically but they are not going to be implemented in the short term.441 

207. The FCO suggested that BIMSTEC, the Bay of Bengal Initiative for Multi-Sectoral 
Technical and Economic Co-operation, made up of Bangladesh, India, Sri Lanka, 
Thailand, Burma, Bhutan and Nepal, could in theory displace SAARC. BIMSTEC 
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members have endorsed a proposal for a free trade agreement by 2017 and India, Sri Lanka 
and Thailand have committed to trade liberalisation by 2012.442 The FCO argued: 

Whether it does or not will be largely up to India, the potential lynchpin of 
BIMSTEC. If India wants to get the best out of BIMSTEC’s potential it will have to 
re-energise its economic reforms and improve its infrastructure, especially in the 
underdeveloped East and North East. But in the day to day Indian international 
trade agenda BIMSTEC does not feature much.443 

208. Dr Price told us: 

More important than SAARC, at the moment anyway, are the bilateral agreements 
between different countries, particularly between India and Sri Lanka. There is now 
talk of a free trade area or bilateral trade agreement between India and Bangladesh. 
Essentially, while the relationship between India and Pakistan remains poor, 
although improving, SAARC is not going to go anywhere fast. I think that is why 
India is focusing on bilateral agreements, not just within the region but also with 
other countries, such as Thailand and Singapore.444 

209. At the 2005 Dhaka SAARC Summit, Japan and China were accorded observer status. 
In April 2006 SAARC members also agreed in principle for the US and South Korea to be 
admitted as observers. It has been suggested that the interest of extra-regional powers in 
becoming observers shows that SAARC has the potential to become a stage for power 
politics.445 Mr Roy-Chaudhury suggested that the one way in which the region might 
become more integrated would be through energy: 

There are various proposals to bring energy from central Asia, via Afghanistan or 
Pakistan, into India. There are three or four proposals for pipelines and if that takes 
off, I think that we are looking at a massive growth area and massive 
interdependencies among SAARC countries, particularly between India and 
Pakistan, which will impact positively on the peace process.446 

210. We conclude that the South Asian Free Trade Agreement (SAFTA) is unlikely to 
greatly increase internal trade between countries in the South Asian Association for 
Regional Cooperation unless further agreements can be reached on trade issues, such as 
items on ‘sensitive lists’, which remain to be negotiated. The Government should 
welcome the steps taken so far to develop an institution that strengthens relations 
between countries in South Asia and encourage further progress in future. 
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Shanghai Co-operation Organisation (SCO)  

211. India became an observer in the Shanghai Co-operation Organisation (SCO) in 2005. 
The SCO is made up of China, Russia, Kazakhstan, Kyrgyzstan, Tajikistan and Uzbekistan. 
Iran and Pakistan were given observer status at the same time as India. The FCO stated: 

The SCO is primarily centred around economic co-operation and Central Asian 
security-related concerns (terrorism, separatism and extremism) but the overall geo-
political direction of the organisation is being driven by Russia and China towards 
curbing Washington's influence in Central Asia.447 

The FCO claimed that India had not applied for full membership of the FCO for fear of 
undermining its developing relationship with the US. 448 

212. However, Mr Roy-Chaudhury gave two other reasons for India’s hesitation: 

One is that there was a concern in Delhi that if it applied for full membership of the 
Shanghai Cooperation Organisation, China would want reciprocal membership of 
the South Asian Association for Regional Cooperation. […] The second reason is 
that China was not particularly excited about India’s full membership of the 
Shanghai Cooperation Organisation and India was not keen to push it, if that was 
not quite what China wanted.449 

213. The Foreign Secretary told us: 

We do indeed treat the council of the Shanghai Cooperation Organisation very 
seriously and we recognise both its existing importance and its potential.450 

214. In our inquiry into East Asia we concluded that the SCO “had the potential to evolve 
into an alliance of authoritarian powers opposed to the West, and may aid China’s efforts 
to establish control over Central Asian energy reserves.”451 

215. We welcome the fact that India has joined the Shanghai Cooperation Organisation 
(SCO) as an observer. We recommend that the Government should urge India to 
discourage the SCO from becoming an organisation hostile to the West. 

Association for Southeast Asian Nations (ASEAN) 

216. India has a “Look East” policy, as part of which it has gradually been increasing its 
engagement with the Association for Southeast Asian Nations (ASEAN), made up of 
Brunei, Burma, Cambodia, Indonesia, Laos, Malaysia, Phillipines, Singapore, Thailand and 
Vietnam.452 It became an ASEAN Dialogue Partner in 2002,453 signed the “ASEAN–India 

 
447 Ev 42, para 97 

448 Ibid 

449 Q 39 

450 Q 124 

451 Foreign Affairs Committee, Seventh Report of Session 2005–06, East Asia, HC 860–I, para 261 

452 Brunei, Burma, Cambodia, Indonesia, Laos, Malaysia, Phillipines, Singapore, Thailand and Vietnam. 

453 Ev 42, para 95 



72    South Asia 

 

 

Partnership for Peace, Progress and Shared Prosperity” in November 2004,454 and is a 
member of the ASEAN Regional Forum (ARF). India took part in the first and second East 
Asia Summits (in December 2005 and January 2007 respectively) and the Asia Europe 
Meeting (ASEM) in September 2006.455 Indian trade with ASEAN grew from 8.5% of its 
total trade in 2003 to 9.3% of the total in 2004.456 India is currently negotiating a Free Trade 
Agreement (FTA) with ASEAN and has already entered into a FTA with Thailand and 
Singapore. 457 

217. Mr Roy Chaudhury told us: 

On south-east Asia, that is a different world for India. It is a world in which there is 
far more manoeuvrability and flexibility of options. There are no inherent 
constraints such as are present in the south Asian dynamic because of historical 
relationships and so on.458 

218. However, the FCO wrote: 

India attaches some importance to these relationships, but they are not at the top of 
its foreign policy priorities. It is much closer to some countries, eg Singapore, than 
others.459 
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5 India’s economic growth 
219. Between 1991 and 2001 India’s economy expanded by an average of 6.2% a year. Over 
the last three years economic growth has been even higher: it was 7.2% in 2003, 8% in 2004 
and 8.5% in 2005. 460 The graph below compares India’s rate of growth since 1997 with that 
of the UK and that of the other major rising economic power in Asia—China. Unlike 
China which has taken a traditional path to development, beginning with agricultural 
growth, moving to low-cost manufacturing and now progressing up the value-added chain, 
India’s growth is taking place at the other end. Its service sector made up more than 50% of 
GDP in 2006, with industry accounting for only 27% and agriculture 22%.461  
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Source: International Monetary Fund, World Economic Outlook Database, September 2006 

 
220. What India’s future economic growth rate will be is a question of hot debate in 
India.462 We heard very different views during our visit there and in the evidence submitted 
to our inquiry. The Foreign Secretary told us that India’s current growth rate was 
sustainable because of its young population:  

India still has enormous potential; one of the things that is very different in India 
from the position is China is that India has a young work force, so it has the potential 
of a dynamic, growing pool of available labour.463 

 
460 Percentage GDP growth given by calendar year. Figures from the International Monetary Fund’s World Economic 
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Lord Desai, retired professor of economics at the LSE, argued that India might grow more 
rapidly than China in the future as its “transition problems” would be less “given its access 
to the English language, its similar property rights and legal structure”.464 

221. However, other commentators have suggested that India will not be able to sustain 
over 7% growth indefinitely. Martin Wolf, Associate Editor and chief economics 
commentator, Financial Times, argued: 

if the [trend] rate were 8%, that would imply an extraordinary, though not 
completely unique, efficiency in the use of capital. The investment rate in India is not 
much more than half that of China, and although I am prepared to accept that the 
investment return and the efficiency with which capital is used are higher, it is 
difficult to believe that it is going to be that much higher on a sustained basis. The 
population is favourable and is not a constraint, but despite what many people say 
the same will be true of China for the next 25 years, so that is not a big difference.465 

When we were in India some commentators also warned that India’s GDP growth had not 
been steady over the last 20 years. During India’s last economic slowdown in 2001, for 
example, it only achieved GDP growth of 4.1%.466 In June last year the Financial Times 
reported fears of another slowdown after the Mumbai share index dropped by 9% 
(although it subsequently bounced back in August 2006467).468 Many witnesses during our 
inquiry told us that India’s economic growth would also be limited by high unemployment 
and low literacy levels. We discuss these and other potential limitations to growth at the 
end of this chapter.  

222. Yet even while describing himself as one of the “slightly more pessimistic” observers, 
Mr Wolf, believed India could sustain a GDP growth rate of 6%, unless faced with a 
disaster: 

[…] I strongly believe that 6% is sustainable indefinitely. There is an enormous 
catch-up potential in the country; its GDP per head of purchasing power is about a 
tenth of that of the world’s leaders and about half that of China.[…]. They are not 
really using many of their opportunities in manufacturing, most notably their 
competitiveness—if they improve policy a little, it is potentially very considerable in 
significant areas of economic activity—and they have the domestic demand engine 
which comes from their huge size. 

They can achieve economies of scale internally, so unless they mess up in a rather big 
way or there is some disaster such as a war with Pakistan that turns nuclear—
something horrendous—I think that 6% is very plausible;[…].469 
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Impact on the UK and global economy 

223. Mr Wolf told the Committee that it was important not to exaggerate India’s impact on 
the global economy. Indian IT services had been a “significant and… largely beneficial 
competitive force” and India was “one of the factors, although again not a decisive one, in 
the tightening of the world’s oil markets”. However, India’s impact was “nascent but not 
yet really significant”. Mr Wolf pointed out that at current prices India’s economy was only 
40% of that of the UK’s and very considerably smaller to that of China’s.470  

224. India has had less of an impact on the UK and global economy so far than China 
because it is “relying on its domestic market more than exports, consumption more than 
investment”.471 While India’s exports grew by 22% in the 2005–06 financial year, its 
imports expanded by 33% due to a surge in domestic consumption, leaving its trade deficit 
at $39.6bn. India attracts less than one-tenth of the Foreign Direct Investment (FDI) that 
goes to China each year.472 

225. However, the FCO stated that “India is beginning to impact on the global economy, 
and at an accelerating pace.”473 The Foreign Secretary told us that India’s strong 
performance in the high-end services sector was a potential threat to the UK’s economy: 

[it is] one of the things that lies behind the Chancellor’s insistence that we have to try 
to keep the edge in education and the spread of knowledge. There are areas that 
hitherto have been the purview of countries such as the United Kingdom, but in 
which countries such as India are moving fast ahead.474 

226. We conclude that the Indian economy is beginning to show signs of the major 
impact it could have on the world’s economy in the future, in particular in the high end 
knowledge-driven sector. The Government must ensure the UK is able to compete in 
this new environment. 

Trade and investment 

227. In 2006, our sister committee, the Trade and Industry Select Committee, inquired into 
“Trade and Investment Opportunities with India” because of concerns that levels of trade 
and investment between India and the UK were not as high as they should be given the 
UK’s “unique relationship with India”.475 We consider this issue further in our own 
inquiry.  
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British business in India 

228. The FCO was very positive about levels of UK exports to and investment in India:  

India is one of the UK’s largest export markets in the developing world. 

[…] The UK is the third largest investor in India (it has the 3rd largest share of new 
investments approved since 1991 – 10.04% well ahead of Germany, Japan and 
France).476 

However, Clifford Chance warned: 

Despite historical advantages […] trade between India and the UK remains relatively 
low.477 

229. The Trade and Industry Select Committee’s Report found that the UK was “not as 
engaged with India’s markets as it should be […] perhaps because UK companies tend to 
see India as a source of low-cost labour rather an emerging market in its own right” and 
argued that the UK Government, business and higher education institutions needed to be 
“far more entrepreneurial in their approach”478 Lord Desai, retired professor of economics 
at the LSE, echoed this point in his evidence to us: 

[…] I do not think that anybody is sufficiently engaged. I am on some of the 
taskforces, but nobody is sufficiently engaged. It is not a big enough matter to the UK 
economy; it is a small thing.479 

230. UKTI explained that it was diverting further resources to India: 

The UKTI’s team in India is one of HMG's biggest overseas operations. As part of 
UKTI’s new strategy for emerging markets, more resources will be allocated to India, 
including an emphasis on financial markets.480 

The FCO pointed out that the Indo–British Partnership Network (IBPN) encourages and 
supports UK businesses, particularly SMEs, to do business in India.481 JETCO (the UK–
India Joint Economic and Trade Committee) also meets annually “in order to discuss 
specific issues arising out of our economic co-operation and to identify opportunities to 
enhance bilateral trade and investment in traditional and non-traditional areas.”482  

231. During our visit we were told that UKTI often found it difficult to get feedback from 
companies on the quality of the advice and information they had been given by UKTI on 
investing in or trading with India. This was reiterated to us in our evidence session with 
UKTI by Ian Fletcher, Managing Director, International Group. He told us: 
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there is some slight evidentiary bias, in that we tend to hear from the people who are 
not happy with what they have seen. I suspect that people who have a reasonably 
good service tend to get on with the business.483 

232. The Trade and Industry Committee also found that the UK’s institutional 
arrangements in India to promote trade and investment were “characterised by enthusiasm 
but also confusion”, with “too many overlapping bodies with ill-defined responsibilities 
and often inadequate resources”.484 UKTI described the presence of development agencies 
in India: 

The development agencies that have offices in India are Scottish Development 
International (New Delhi), Welsh Development Agency (Bangalore) and British 
Midlands (a collaborative operation between Advantage West Midlands and the East 
Midlands Development Agency in Mumbai). The City of London and Think 
London are also considering opening offices in India.485 

233. The Trade and Industry Committee’s Report argued that organisations should use 
existing UKTI offices to promote trade and investment and that individual English 
Regional Development Agencies should not establish representative offices or hire locally 
engaged Indian staff. 486 In response the Government pointed to the UKTI’s new strategy, 
which states that by March 2008, UKTI will have worked with the devolved 
administrations and the Regional Development Agencies to review their representation 
overseas and maximise effectiveness.487  

234. We asked Andrew Cahn, Chief Executive of UK Trade & Investment and Ian Fletcher, 
Managing Director, International Group about this. He told us: 

[…] there are some strong advantages in having a variety of players in this field. One 
is [… that t]he devolved Administrations and the RDAs and other bodies like Think 
London or the Corporation of London have their own resources […] that just brings 
more resources to the field. […] There are also some strong brands out there which 
are useful. Scotland really does have a brand of its own to promote. Therefore my 
comparator organisation, Scottish Development International, has something clear 
to sell.  

I do not say that there is no issue to be looked at. That is why we have set up this 
review. The issue comes when you have a large number of representations in one 
city. In Beijing and Mumbai, for example, we have rather a lot of different 
organisations. Some are co-located, which can work very well. But there is rather a 
lot and there is the worry that they are not well co-ordinated. We have co-ordinating 
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machinery. We have a committee on overseas promotion which is designed to co-
ordinate all the efforts on inward investment.488 

235. Mr Fletcher added: 

Through evidence that the committee on overseas promotion has put together, we 
have been able to demonstrate to RDAs the benefits of co-operation, and we have 
started to get voluntary agreement and practice. It is the beginning of joint branding, 
which will be helpful in ending the confusion with symbols that quite a few people 
have pointed out. We have started to put in place a mechanism whereby individual 
inward investment prospects are properly handed out to the English regions in a 
reasonably orderly way. That part of the mechanism is quite effective, and we have 
been able to link it to the funds that we provide to RDAs through the single-pot 
process—a unique funding mechanism—to provide some targets that have begun to 
discipline their behaviour. 

Those are step-by-step and incremental improvements. […] The trick is to use the 
review in the strategy as a process of joint learning with our RDA partners to ensure 
that we end up with something that meets their legitimate objectives but that does 
not lead to more confusion or duplication.489 

236. We recommend that the Government encourage businesses to comment on the 
quality of advice and information they have received from UKTI. We also recommend 
that the Government set out in its response to this Report what progress is being made 
relating to the review of the representation of devolved bodies and Regional 
Development Agencies overseas, with reference to those in India. 

Barriers to investment 

237. India has reduced tariffs over the years. However, barriers to Foreign Direct 
Investment remain in sectors in which UK companies traditionally invest. The law firm 
Clifford Chance told us that “India's position on legal services lags behind that of other 
WTO members”490 and pointed out that foreign law firms are not allowed to open offices 
or practice law in India.491 Investment in financial services is also restricted. Foreign banks 
can take a 75% equity share in Indian banks, but only in those that are non-profitable.492 
The City of London told us that HSBC and Standard Chartered, already well-established in 
India, had faced difficulties when they tried to expand their own networks. Investment in 
Indian insurers is capped at 26%.493 Retail is also closed to foreign companies selling 
branded products of other companies. 494  
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238. Clifford Chance argued that liberalisation of the legal services market would benefit 
India’s economy as “[g]lobal corporates and financiers would be more willing to invest in a 
market where they were able to rely on multi-jurisdictional and specialised legal 
expertise.”495 It also stated that international law firms would be unlikely to take business 
away from Indian law firms as “their role will not include advice on matrimonial, 
conveyancing, wills or criminal law. Most importantly, they will not be seeking advocacy 
rights—the core area of business of most Indian lawyers.”496 Clifford Chance also argued 
that pricing differentials would limit direct competition for years.497  

239. The FCO stated that it was trying to overcome such market access issues with JETCO, 
in parallel with EU–India and WTO dialogues.498 UKTI argued: 

The Committee should note that the Government is engaged in regular dialogue 
with the Government of India to recognise the benefits of removing barriers to 
foreign participation in important sectors. We continue to lobby the Government of 
India for increased liberalisation in those sectors where the UK leads the world, such 
as retail, financial, legal and business services, both bilaterally through the annual 
ministerial meeting under the Joint Economic Trade Committee process.499 

240. However, Clifford Chance suggested that on legal services at least there had been little 
progress so far: 

So far there has been little agreement between the two sides; a report to UK Ministers 
proposed a staged programme of liberalisation, beginning with limited opening as a 
transition measure towards further liberalisation. The India team favours a form of 
highly regulated joint ventures with Indian firms, a proposal which is unlikely to be 
attractive to international law firms.500 

241. We recommend that alongside WTO and EU–India negotiations, the UK 
Government should continue to call strongly in JETCO and in the Economic and 
Financial Dialogue for India to remove restrictions to Foreign Direct Investment and 
to emphasise to India that liberalisation of its markets should have benefits for its 
economy. The Government must also ensure that businesses are kept informed 
whenever restrictions on FDI are reduced. 

Indian business in the UK 

242. A new aspect of the UK–India trade and investment relationship is the growth of 
Indian investment in the UK.501 The FCO wrote positively about levels of Indian 
investment in the UK: 

 
495 Ev 166, para 5 

496 Ev 167, para 25 

497 Ev 167, para 26 

498 Ev 46 

499 Ev 130 

500 Ev 166, para 24 

501 Ev 130 



80    South Asia 

 

 

India is now the third largest investor in the UK. About 500 Indian firms have set up 
operations in the UK, the majority from the ICT sector. In 2005–2006 there were 76 
new Indian investment projects into the UK, an increase of 110% from the previous 
year. The UK is the top European investment location for Indian companies 
targeting the European market and beyond.502 

243. However, Mr Wolf suggested that the UK would have to work hard to continue to 
attract Indian investment: 

What do we offer India in terms of economic relations? Well, we offer a diaspora, 
which is very important, and we offer strength in financial services, which is pretty 
obvious. So there are areas where our companies can get in in a big way. But clearly, 
if you are talking about providing capital goods and modern manufacturing 
technology or modern IT technology, people will go to other countries; they will go 
to Germany and Japan for their motor vehicles and to the United States for the IT 
business. So we have to define our competitive advantage very carefully.503 

244. In October 2006 Anglo–Dutch steel firm Corus accepted a takeover bid by Indian 
company Tata steel. As part of the deal, Tata has pledged to pay £126million into the Corus 
pension fund and to increase the annual contributions to the British Steel fund. However, 
while Tata has stated that it does not plan to relocate any Corus plants, it added that job 
cuts could not be ruled out in the long-term.504  

245. UKTI detailed the work it was doing to encourage further Indian investment into the 
UK: 

A very significant level of new investments are UKTI assisted. UKTI’s Inward 
Investment efforts in India aim to improve the competitiveness and economic 
prosperity of the UK by identifying, actively encouraging and facilitating high quality 
Indian inward investment into the UK, focusing particularly on ‘knowledge driven’ 
industry sectors including: ICT (Software services, IT enabled services, telecom 
software); Biotech, Pharmaceuticals & Healthcare; Automotive/Advanced 
Engineering; Creative Industries; Food & Drink Processing.505 

It explained that UKTI had restructured: 

There is no longer a division between investment and trade. The new “Business 
Directorate” is adopting an approach that develops relationships with UK and 
foreign companies on a sectoral basis. This unified approach is also being reflected in 
our diplomatic posts in India where the trade and investment teams have merged. 
UKTI will continue to emphasise the proactive search for inward investment leads 
aimed at companies that have the potential to add the highest value to the UK 
economy. 506 
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It added that UKTI was developing a £9 million programme of intensive support for 
innovative and research and development(R&D)-intensive companies, which would 
include encouraging companies from overseas, such as India, of the benefits of carrying out 
R&D work in the UK.507 

246. Alpesh Patel, UKTI Dealmaker responsible for India, told us that there were some 
problems in attracting Indian business to the UK, including the costs of set-up, a lack of 
knowledge amongst start-ups in India of the services of UKTI and of the Foreign Office; 
the fact that India’s top scientific institutions lacked commercial spin-out know-how; the 
fact that UK companies outside the FTSE 100 made relatively few connections with India; 
and poor media perception. He recommended that the UK should promote the UK’s 
incubation centres which were “hot-houses for low-cost set-up for start-ups” through 
entrepreneurs who had successfully used them; that the business schools of universities 
should look for alliances with Indian institutions to access their technologies for spin-outs; 
that the CEOs of the FTSE Small Cap and FTSE Fledgling companies should be targeted on 
opportunities and counterparts and databases available; that Business Plan competitions 
should be held to build associations between business schools and that journalist 
fellowships should be funded to bring business journalists for a term to the UK.508  

247. We welcome Indian investment into the UK and the work being done by UKTI to 
encourage further investment. However, we conclude that the Government needs to do 
more to continue to attract Indian business into the UK. In particular it should focus 
on promoting the opportunities for low-cost start-ups and on building links with 
Indian scientific institutions and journalists. 

Limitations to growth 

248. Many witnesses told us that India would have to address certain limitations to 
economic growth in the future.509 

Poverty and unemployment 

249. The FCO stated that the Millennium Development Goals would “be won or lost in 
India”510 and DfID’s largest single bilateral aid programme is to India. Despite a recent 
reduction in poverty levels, nearly 380 million Indians still live on less than a dollar a day.511 
India ranks at 127 on the report's Human Development index, far behind China which is at 
85.512 There are also large inequalities between Indian states513 Mr Wolf told us: 
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India[…] has an enormous regional problem. That is to say, those areas of the 
country, which probably contain close to half the population, where growth is 
slowest, the incubus of the caste system is most pernicious and illiteracy is highest are 
also the areas that have the highest birth rates. There is a real problem in absorbing 
the population which, as it were, is burgeoning where growth is not.514 

250. There has been an eruption of Naxalite insurgencies in some of the most populous 
and poorest parts of north and central India. The FCO pointed out that more civilians are 
thought to have died in Naxalite violence this year than in violence in Indian-administered 
Kashmir.515 

251. Mr Wolf and Lord Desai told us that employment generation was key to reducing 
poverty in India.516 Mr Wolf explained: 

India’s economic structure and development path is unique […] I think that it is the 
only significant economy ever in which services have grown faster than 
manufacturing. 

In addition, the service sector is much less labour-intensive that one would normally 
expect.517 

Only 1.3 million out of a working population of 400 million are employed in the 
information technology and business processing industries that have driven growth.518 
Although manufacturing is up, this is driven by capital investment, rather than at the 
labour intensive low and medium technology end.519 Organised manufacturing only 
employs about 6 million.520 Lord Desai stressed to us how limited organised labour was: 

I draw an analogy between the Indian employment structure and the Indian caste 
system. The best jobs are reserved for the best people, and they are restricted in 
respect of organised sector employment and public sector employment. Such jobs 
are inflation-proof, tenure-proof and so on, but they are for very few people.521 

He added: 

lower down, people are in the much worse and much less well-paid jobs, where 
health and safety requirements are not satisfied. There is a hierarchy of increasingly 
worse jobs for the poorer and poorer people.522 

252. Mr Wolf and Lord Desai argued that liberalising labour laws would be necessary for 
labour-intensive manufacturing to grow.523 India’s employment laws currently prevent 
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companies with more than 100 staff in certain sectors from laying off workers without 
going through elaborate legal hoops.524 Mr Wolf told us, “bankruptcy in India takes 10 
years if everything goes well. It is, I think, the slowest in the world.”525 He explained, “For 
that reason, starting a company in areas in which such flexibility might be necessary is very 
risky for an entrepreneur”.526 Mr Wolf also told us that manufacturing was limited by a 
reservation policy, which restricted many products to the small-scale sector.527 

253. The governing Congress-led United Progressive Alliance has been described as being 
“in a state of policy paralysis”, due to its reliance on support from left-wing parties, 
especially the Communist Party of India (Marxist).528 Mr Wolf commented, “Even most 
supporters of the present Government would not argue that they have been a great 
reforming Government”.529 Lord Desai told us: 

The Government’s left-wing partners are the biggest opponents of any relaxation in 
labour laws, because the people who are in the best jobs are the most trade-unionised 
people. They are a powerful political lobby.530 

254. We asked the Foreign Secretary about the extent to which the UK had had exchanges 
with the Indian government about reforms to employment laws. She told us: 

We do talk to the Indians from time to time about such issues, just as we do about 
barriers to trade. We encourage them to consider whether they could justifiably 
make reforms that might be economically beneficial without damaging their social 
fabric. […] Obviously this is an area that we encourage them to look at, but it is very 
much an area of great sensitivity, where they have to be the people who make the 
choices.531 

Antony Stokes told us: 

We have helped to fund visits by the TUC and the Department for Work and 
Pensions to share experience of overcoming barriers to economic growth.532 

We conclude that restrictive labour laws are a key barrier to employment generation, 
and therefore poverty reduction, in India. We recommend that the Government 
continue dialogue with the Indian government on the benefits of liberalising labour 
laws. 
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Agriculture 

255. The agricultural sector, on which 60% of India’s labour force depends, has been 
stagnant.533 Between 2000 and 2004, it grew by just 2% in real terms.534 In an article on 
India’s economic growth, Gurcharan Das suggested that the best way forward might be a 
“green revolution”. He argued that “[u]nlike in manufacturing, India has a competitive 
advantage in agriculture, plenty of arable land, sunshine and water” and that to increase 
agricultural growth it would need to encourage private capital to move from urban to rural 
areas, lift onerous distribution controls, allow large retailers to contract directly with 
farmers, invest in irrigation and permit the consolidation of fragmented holdings.535 

256. However, Lord Desai told us: 

What is happening right now is that there is some diversification in terms of 
horticulture, market gardening and things like that. But […]that is not going to be a 
way out in terms of employment generation. […] There is no economy in the world 
that has 60% of its people on the land and earning wages comparable to urban 
wages.536 

Mr Wolf was also sceptical. He argued: 

[…]the demand for agricultural output will not grow anything like as fast as the 
economy, so if India manages to accelerate the growth rate of foodstuffs 
dramatically—it will be very difficult—it will have to think about a rapid increase in 
exports.   

The world market for agricultural products, particularly many of those produced in 
India, is not good, partly because of the sort of problems that smashed up the Doha 
round. 

257. The Indian government has introduced a National Rural Employment Guarantee 
Programme in 200 districts which assures employment at the minimum wage for 100 days 
for one member of each rural household. Some have seen this as a visionary way to end 
poverty in rural areas but others consider it a road to fiscal bankruptcy and a tool of 
political patronage.537 

258. Martin Wolf told us that the Indian government was “beginning to let the domestic 
modern sector into retailing, which is potentially quite significant in India.”538 However, 
restrictions remain on foreign investment in retail.539 
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259. We recommend that the Government point out to the Indian government that 
removing restrictions to Foreign Direct Investment in retail could provide 
opportunities for the agricultural sector to develop. 

Caste discrimination 

260. Christian Solidarity Worldwide told us that caste discrimination continued “to blight 
India’s political scene and economic development”.540 It is strongest in the rural areas 
where the bulk of the population lives and where the higher castes often have 
disproportionate power. Barbara Harriss-White told us in that: 

25–30% of the population that is ‘dalit’ (oppressed, ex-untouchables) is, despite 
positive discrimination, extremely poorly educated, still fighting contemptuous 
treatment and generally confined to sanitary work, agricultural labour and 
construction sites.541 

261. The government has introduced reservations for the “Untouchables” (Dalits) in jobs 
and education in the public sector. 22.5% of places are already reserved for “Untouchables” 
in state-financed college places. There are now also controversial plans to reserve 27% of 
state-financed college places for “Other Backward Classes” (OBCs), socio-economically 
deprived groups who are not “Untouchables”. Protestors argue that places should be solely 
based on merit.542 

262. Dr Gorringe wrote: 

Huge strides have been made since Independence, but much remains to be done. 
Political and legal structures remain meaningless until they are implemented and 
inform interactions at the ground level. Dalits continue to face repression and 
violence. This oppression is not the ‘traditional’ ostracism of a supposedly impure 
group. Caste violence now is bound up with political competition and struggles over 
resources.543 

Education 

263. Public education has been described as India’s “most damaging failure”. A recent 
study found that even in poor villages, 16% of children were now in private primary 
schools (which charge about $1 to $3 a month in fees).544 The failure to educate a large 
proportion of India’s rural adults to even a minimum standard has been described as one 
of the reasons why India “finds it so hard to develop a mass, labour-intensive 
manufacturing sector”.545 Mr Wolf told us: 
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India still has, although it is improving, a very considerable illiteracy problem, much 
larger than China’s. The standard statistics suggest that literacy is about 65% in the 
population as a whole and less than 50% in women. Obviously, in modern factory 
work, it is really quite important that people can read basic things.546 

264. The Foreign Secretary commented: 

Quite small things can be done. We talked about the provision of PCs. Greater access 
to primary education, never mind secondary education, is one of the things that can 
help transform the position in India and across the world.547 

DFID has a £210 million of multi-year support to a national programme of elementary 
education, which aims to bring ten million out-of-school children into education.548 

265. We recommend that the Government should continue to support improvements 
to public education in India. 

Governance and criminal justice system 

266. India has been described as rising “despite the state”. Its large public sector is 
inefficient and bureaucratic and does not focus on outcomes enough nor delegate 
sufficiently to service providers.549 Mr Wolf told us, “There is a famous joke in India about 
why the IT sector did so well, having come from nowhere. The joke is that it did so well 
because the Government had no ministry for it.”550  

267. The Indian Administration Service (IAS) and India’s political classes also have high 
levels of corruption. In December 2005, Foreign Minister Natwar Singh was forced to 
resign for alleged kickbacks from Saddam Hussein’s government.551 India consistently 
ranks among the worst countries in the world in the annual “Transparency Index” of 
corruption conducted by a non-profit group in Germany.552 Mr Wolf argued: 

[t]he public sector needs to be much smaller and its staff much better paid. 
Everybody knows that it has at least two or three times as many people as it needs, 
and that they are paid far too little. It is a pretty good recipe for corruption.553 

268. Lord Desai gave us a very different view. He argued: 

I do not think that corruption is an obstacle to growth. China is fairly corrupt, and it 
is growing very fast. The whole Asian experience is to be corrupt and deliver. […] 
Some of the corruption is basically division of the spoils between the very rich, and 
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who cares about that? The corruption that really matters is the petty corruption that 
prevents people from starting businesses such as shops and stalls. That is the big 
obstacle to people who want to get on. India is one of the most politicised societies 
there is.  It is deeply democratic and everything is politicised, so every job—such as 
that of a policeman—is a political patronage job. It is very hard to sack anybody or to 
have them up for corruption, although everybody talks about that. There are some 
enormously efficient, young, innovative public servants, and there is a lot of visible 
corruption. The thing about India is that, given all that, somewhere along the line it 
has managed to double its growth rate.554 

Mr Wolf commented: 

In China, as I understand it from discussions with people, a corrupt local party boss 
takes a share of the spoils. You buy him off and give him a share once you set up 
your company, but once you have done that, you get the service. It delivers; it works. 
It is an overhead, but not a giant overhead.  Once he has agreed, his lower officials do 
not get in the way. 

India’s is a much more competitive form of corruption. There is a complicated 
administrative structure. Getting things through the legal system is a famous story in 
India, and you may have to bribe everyone all the way down the chain.  That may 
mean a lot of people.555 

269. UKTI told us that “extensive bureaucracy and continuing problems with corruption 
make India a challenging market”.556 The Foreign Secretary said: 

Most of the business people who have talked to me about this would say that 
bureaucracy is part of the problem. In so far as politicians have not always managed 
to find a way to cut through some of the bureaucracy, they are certainly not part of 
the solution. My impression is that there are many influential players in the Indian 
political world, who recognise the difficulties and are striving to overcome them, but 
they are of a substantial order.557 

270. Amnesty International described India’s criminal justice system as “crippling”, despite 
the Indian government’s claim to have a strong judiciary.558 During our visit to India, we 
were told the state-run police forces were in great need of reform. The Supreme Court had 
recently ordered state governments to implement reforms but many had not replied or had 
argued that this directive was not binding on them. 

271. The Foreign Secretary told us: 

There are quite strong links in many ways, if I recall correctly, between the British 
police and the Indian police, and a reasonable degree of links between our justice 
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systems as well. Certainly we continue to encourage, to offer training, to offer to 
share best practice and generally to encourage partnership working wherever we can, 
as a means of improving some of the issues to which you referred: corruption and so 
on.559 

272. We recommend that the Government encourages the Indian government to take 
steps to tackle corruption and excessive bureaucracy and that it continues to offer 
assistance to improve police training. 

Infrastructure 

273. Poor infrastructure is a major constraint in India and “risks putting India at a 
disadvantage against Asian competition”.560 Clifford Chance stated: 

The massive demands and stresses on India's poor power networks, urban 
infrastructure, transport and ports are the costs of the late economic boom, and 
could be the brakes on its overall growth.561 

274. In 2003 India’s spending on infrastructure was about 3.5% of GDP, compared to over 
10% in China.562 Power also needs more investment. More than half of India’s villages and 
about 40% of those who live in cities do not have electricity. Mr Wolf, told us: 

There are chronic shortages; but, even worse, probably the biggest single source of 
capital inefficiency in the private sector is the need of virtually all companies of more 
than a tiny size to have their own generators. Basically, it is a self-generation system.  
That is a significant overhead cost and a huge waste of capital.563 

Water management also needs improvement, with inter-state tensions over water-sharing 
high.564 

275. Clifford Chance told us that the Indian government did have plans to increase 
spending on infrastructure by 67% over the next three years, but that some believed “even 
this is insufficient.”565 It will therefore be very important for the Indian government to 
bring the private sector into infrastructure projects. It has already begun to do with airports 
and ports. Public private partnerships in mobile phones have also been successful: 

India has the largest mobile phone market in the world, with sales growing by 2 
million per month. It is estimated there will be 250 million users by 2007.566  
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In August 2006 the government announced new plans to reduce its 24% stake in key public 
sector power companies. In October the government proposed to sell 10% of its stake in 
four such companies. It later decided to dilute its stake by selling extra shares in the 
companies instead, beginning with the Power Finance Corporation.567 

276. However, the failure of the Enron project in Maharashtra left some in India and some 
outside investors sceptical about investing in infrastructure.568 Mr Wolf explained to us 
why it was it was so difficult to invest in the power sector: 

power is a state-level issue under the Indian constitutional arrangements as that is 
one of the reasons why central Government finds it difficult to fix.[…] The 
fundamental issue is pricing and in many states—I do not know the exact 
proportion—the pricing is set by the state through political and regulatory processes. 
Those prices would not allow a private producer to cover costs. 

In addition, […] there are staggering losses from theft and people must have the 
ability to prosecute thieves effectively through the courts or stop it happening in 
some other way. Again, you need the support of state machinery to do that, which 
people do not currently have. 

The issues cannot be dealt with without the willingness to confront the most 
powerful power pressure group in the country: farmers.569 

277. We recommend that the Government promotes opportunities for investment in 
Indian infrastructure to UK businesses and that it raises with the Indian government, 
at national and state level, the need to reform the power sector. 
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6 The work of the Foreign and 
Commonwealth Office in South Asia 
278. The UK is represented by post across South Asia. In India the High Commission in 
New Delhi is supported by Deputy High Commissions in Chennai, Kolkata and Mumbai. 
There is also a Tourist Assistance Office in Goa, Trade Offices in Pune, Ahmedabad, 
Hyderabad and Bangalore and a British Information Centre in Chandigarh. In Pakistan, 
the UK is represented by a High Commission in Islamabad, a Deputy High Commission in 
Karachi and a Trade Office in Lahore. The Embassy in Kabul in Afghanistan is being 
expanded. The UK also has High Commissions in Colombo in Sri Lanka and Dhaka in 
Bangladesh, as well as an Embassy in Kathmandu in Nepal.570  

279. DfID has 111 staff based in Delhi and 16 staff spread across its focus states of Andhra 
Pradesh, Madhya Pradesh, Orissa and West Bengal.571 The British Council has a network of 
11 centres across India: 4 centres in New Delhi, Mumbai, Chennai and Kolkata, and 7 
British Libraries in Ahmedabad, Bangalore, Bhopal, Chandigarh, Hyderabad, Pune and 
Trivandrum.572 

280. When we visited Mumbai, a city which is the key driver of India’s economic growth, 
we were concerned by the standard of the premises in which the Deputy High Commission 
is housed. The tired building required a significant amount of refurbishment and did not 
promote a very positive image of the UK. It was also a difficult place to work because UKTI 
was divided from the remaining sections by five floors, with very long waits for lifts. We 
were also concerned about security arrangements, given the site’s proximity to the main 
road. We were told that the leases for the current premises were due to expire in the next 
12 to 15 months and we wrote to the Foreign Secretary urging her to take a decision on a 
future investment as quickly as possible in order to avoid increasing costs for the tax payer 
in a city of rising property prices. We also argued that it would be shortsighted not to invest 
in building new premises, as this would reduce wider running costs in the long term. The 
Foreign Secretary replied to us in confidence for reasons of market confidentiality. 

281. We recommend that the Government should make a long-term investment in 
premises in Mumbai to ensure the United Kingdom is not left behind in a city that is 
driving India’s economic growth. 

Consular work 

282. One of the main responsibilities of the posts in South Asia is to offer assistance to UK 
nationals. The figures below illustrate the scale of the work the consular sections undertake. 
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Dhaka

Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
requiring 
Consular 
Action

Other cases

6,832 7,084 12,948 139 12 2 30

Consular Enquiries Consular Assistance

BANGLADESH

 

New Delhi

Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
Requiring 
Consular 
Action

Other cases

4,000 16,095 12,000 12 3 34 362

INDIA

Consular Enquiries Consular Assistance

 

Mumbai

Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
Requiring 
Consular 
Action

Other cases

4,283 14,816 43,798 19 15 18 12

Consular Enquiries Consular Assistance

 

Chennai

Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
Requiring 
Consular 
Action

Other cases

1,811 13,650 2,875 125 2 25 300

Consular Enquiries Consular Assistance

 

Kolkata

Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
Requiring 
Consular 
Action

Other cases

1,592 2,818 745 42 1 7 9

Consular Enquiries Consular Assistance

 

Goa

Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
Requiring 
Consular 
Action

Other cases

1,725 2,404 200 23 2 27 4

Consular Enquiries Consular Assistance
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Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
Requiring 
Consular 
Action

Other cases

1,700 1,650 900 900 1 2 12

NEPAL

Consular Enquiries Consular Assistance

Kathmandu

 

Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
Requiring 
Consular 
Action

Other cases

20,000 15,300 18,000 654 19 9 149

PAKISTAN
Islamabad
Consular Enquiries Consular Assistance

 

Karachi

Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
Requiring 
Consular 
Action

Other cases

3,625 9,315 750 100 0 1 150

Consular Enquiries Consular Assistance

 

Personal 
Callers

Telephone 
Enquiries

Post, E:mail 
and fax

Advice and 
Self Help

New 
Detainee 
Cases 
Contacted

Deaths 
Requiring 
Consular 
Action

Other cases

1,850 1,100 975 26 5 6 14

Consular Enquiries Consular Assistance

SRI LANKA
Colombo

 
Source: Ev 61 

283. During our visits to South Asia we heard about some of the important work being 
carried out by consular staff. For example, in Pakistan we learnt about the links that had 
been established with the police, civil society and NGOs in order to change the law, as well 
as attitudes, with respect to victims of forced marriages. We asked the Secretary of State 
whether the consular services in South Asia were sufficiently staffed. She replied: 

There is always more that one can do. There is no doubt about that. However, it has 
been strengthened substantially in recent years. […] about six months ago the 
National Audit Office produced a very favourable report on our consular service and 
said, I believe, that it is probably one of the best in the world.  I am sure that there is 
more that we can do to improve it, but staff and Ministers in the Foreign Office are 
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very proud that it is such a high priority and that it is achieving even more success 
than in the past.573 

284. We welcome the work being done by the FCO’s consular services in South Asia.  

UK visas 

285. Another key area of work is that of visa entry clearance. India is the UK’s largest visa 
operation and applications are expected to rise to over 400,000 in financial year 2006–07.574 
When we last visited the British High Commission in New Delhi in 2003, there were large 
queues of visa applicants waiting outside. In February 2003, visa applications were 
outsourced to Visa Facilitation Services (VFS), a subsidiary of Kuoni Travel. We visited 
one of the eleven application centres in Chennai and were impressed by the difference it 
had made to the application process. However, during conversations with staff in the Visa 
Section at the Deputy High Commission in Chennai we learnt that problems were still 
occurring because the Department for Education and Skills’ register of recognised 
educational institutions was not being sufficiently well policed.  

286. We conclude that the outsourcing of visa applications in India has made a big 
improvement to the application process. We recommend that the FCO work with the 
Department for Education and Skills to ensure that its register of recognised 
educational institutions is well policed.  

British Council and educational links 

287. The British Council explained that it viewed South Asia as a region “of high priority 
for the UK’s public diplomacy.”575 It added: 

In recent years we have increased our resources to the region, and plan both to raise 
the level of impact in India and move more resources out of our European 
operations to other high priority countries in the region over the next three years to 
enable us to tackle the issues of critical importance to the UK’s public diplomacy.576 

288. During our visit to India we heard that the British Council was changing its approach 
to in order to target a younger generation of 15–35 year olds. It explained: 

We plan to reach 0.75 million young people directly, 2 million indirectly, 6 million 
through remote reach via the media, and 10 million through remote reach via the 
web. […] 

We are moving from high volume programmes of events to ‘fewer, bigger, better’ 
activities which make greater impact and are more closely focused on the audiences 
we want to reach.577 
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289. A key area of the British Council’s work is promoting study opportunities in the UK, 
with the UK’s educational ties with India estimated to be worth over £420million per 
year.578 The UK is now recovering from a generation of students lost to the US, an issue on 
which we reported in our inquiry into “The Future Role of the Commonwealth” in 1996.579 
In its 2005–06 annual report the British Council stated that: 

 “[f]rom low in the rankings India has risen to be the third biggest supplier of 
students to the UK, with over 20,000 Indians now enrolled in UK further and higher 
education—a figure we expect to grow by more than ten per cent a year in the years 
ahead.”580  

Applications from Indian students to study in the UK increased by more than 250 per cent 
between 2000–01 and 2005–06.581 

290. However, competition from other countries remains high. The US and Australia “are 
also seeking to expand their ties in areas such as education, ICT and science”.582 Dr Smith 
told us that “the UK’s one big advantage is the English language, although many linkages 
are increasingly being transferred to the US rather than to the UK, such as education for 
Indian students. In the past, many of the Indian elite went to universities in the UK; in the 
future, the US will challenge those UK advantages.”583  

291. The British Council stated that:  

We conducted some 80,000 examinations on behalf of UK examination boards, 
exposing many young aspirational Indians to UK educational opportunities.584 

During our visit we were told that the British Council had worked with the British High 
Commission and UKvisas to produce a DVD to help students with the visa application 
process. 

292. At the 2005 India–UK summit, the Prime Ministers announced the UK–India 
Education and Research Initiative to improve educational and research links between India 
and the UK. This pledged £10million of UK government funding (through the FCO, 
Department for Education and Skills and the British Council) plus corporate sponsorship, 
with the aim of making India and the UK “once again each other’s preferred partner in 
education”.585 The FCO explained that the Treasury had since given a further £2million to 
the Initiative, the Indian Government £6million and nearly £2million had been received in 
funds and in kind from industry.586 The Chancellor of the Exchequer, Rt Hon Gordon 
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Brown MP, announced the successful applicants in the first round of research awards 
under the Initiative during his visit to India in January 2007. 

293. We welcome the British Council’s decision to target more funding on South Asia. 
We also conclude that the British Council is right to change its approach in order to 
make itself more relevant to the new generation of Indians.  

294. The establishment of the UK–India Education and Research Initiative is very 
important for the UK to maintain a strong position in the higher education market and 
we recommend that the Government continue to work to strengthen the promotion of 
bilateral educational links. 

BBC World Service 

295. The BBC World Service explained that it: 

“currently leads in the international radio market across the [South Asia] region, 
outperforming international radio competitors in the majority of vernacular 
languages in which it broadcasts. The total measured weekly audience for South Asia 
is 41.1 million.”587  

BBC World viewing stands at 16 million in India which is South Asia’s largest market.588 

296. In India, there are currently restrictions placed on international companies 
broadcasting news on FM. This is important as short wave is in decline in many rural 
areas. The FM market is gradually being deregulated and the BBC World Service stated 
that it expected restrictions to be lifted shortly. Consequently BBC Hindi was 

gearing up to enter the FM market in the main cities in India, as soon as government 
restrictions on news broadcasts are lifted. The BBC already has a foot in the door, via 
commercially-run BBC Worldwide which has gone into partnership with a local FM 
operator in Delhi.589  

297. We recommend that the Government set out in its response to this Report what 
representations have been made to remove Indian restrictions on broadcasting news so 
that BBC World Service can broadcast on the FW wavelength.  
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Annex 1 

Foreign Affairs Committee Visits to India, Pakistan and Afghanistan 

26 November – 1 December 2006 

The Committee split into three groups for this visit: 
 

Group 1 consisted of: 

Mr Eric Illsley 

Mr John Horam 

Mr Paul Keetch 

Group 2 consisted of: 

Mike Gapes 

Mr Fabian Hamilton 

Mr Greg Pope 

 

Group 3 consisted of: 

Rt Hon Sir John Stanley 

Mr Ken Purchase 

Ms Gisela Stuart 

Richard Younger-Ross 

India 

New Delhi 

Groups 1 and 2 

Sunday 26 November 

Rt Hon Ian McCartney MP, Minister of State for Trade, Sir Michael Arthur KCMG, High 
Commissioner, and British High Commission staff and contacts 

Monday 27 November 

Shri Pranab Mukherjee, Minister of External Affairs 

Shri P Chidambaram, Minister of Finance 

UKvisas 

Shri M K Narayanan, National Security Adviser 

India–UK Parliamentary Friendship Group 

Shri A K Antony, Defence Minister 

Delegation of the European Commission and Finnish Embassy (Presidency) 

Defence Consultative Group 
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Tuesday 28 November 

Briefing with Jammu and Kashmir experts; Yusuf Tarigami, Communist Party of India–
Marxist, Omar Abdullah, President, National Conference, Muzaffar Hussain Baig, People’s 
Democratic Party and Ved Bhasin, Kashmir Times. 

Group 1 

National Commission for Minorities 

Institute of Objective Studies 

Maja Daruwala, Commonwealth Human Rights Initiative (CHRI) 

Director of Management, Accounts Department, Consular Department, Press and 
Communications Department and the Economy and Trade, Science and Innovation, and 
Energy and Sustainable Development teams, British High Commission 

Susanna Morehead, Head of DfID India 

Chennai 

Group 1 

Wednesday 29 November 

Mr Mike Connor, Deputy High Commissioner and team 

UKvisas 

Visa Facilitation Service (VFS) 

Apollo Hospitals 

Political analysts and commentators 

UKTI team 

N. Ram, Editor-in-Chief, The Hindu and senior editors 

Mumbai 

Group 1 

Thursday 30 November 

Oasis Project, Bandra slum 

Mrs Vicki Treadell, Deputy High Commissioner and heads of section 

British Council 

Tata Consultancy Services 
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Friday 1 December 

HSBC 

Amritsar 

Group 2 

Tuesday 28 November 

Shiromani Gurdwara Parbandhak Committee (SGPC) 

SS Srivastava, Commissioner for Police in Amritsar 

Pakistan 

Group 3 

Sunday 26 November 

Sir Mark Lyall Grant, High Commissioner, Colonel George McCarr, Senior British 
Defence and ISAF Liaison Officer, Peter Wilson, Political Counsellor, and Matthew 
Forman, Second Secretary. 

Groups 2 and 3 

Wednesday 27 November 

Brigadier Cheema, National Crisis Management Cell (NCMC) 

Brigadier Martin Vine, Defence Adviser, Helen Feather, Consul, Yusaf Samiullah, Head, 
DfID, and Sue Beaumont, Director, British Council 

Thursday 30 November 

UKvisas 

Consular section, British High Commission 

General Musharraf, President, Pakistan 

Major General Ahmad Shuja Pasha, Director-General, Military Operations 

Foreign Minister Khurshid Kasuri 

Senate Foreign Affairs Committee, chaired by Mushahid Hussain 

Sumaira Malik, Minister for Women’s and Youth Affairs 
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Afghanistan 

Group 3 

Monday 27 November 

Stephen Evans CMG, Ambassador, Michael Ryder, Deputy Head of Mission, John 
Gordon, Deputy Head of DfID, Afghanistan, Graham Zebedee, Deputy Head, Drugs 
Team, British Embassy, Mark Bishop, Serious Organised Crime Agency, and Graham 
Howard, Strategic Delivery Unit. 

International Relations Committee 

Women parliamentarians 

President Karzai 

David Chessman, Drugs Team, Chris Alexander, Deputy, UN Secretary-General’s Special 
Representative, Charles Briefel, Senior Rule of Law Officer, United Nations Assistance 
Mission in Afghanistan (UNAMA), Dr Hansjörg Kretschmer, Head of European 
Commission delegation and Gary Peter, US Embassy. 

Tuesday 28 November 

Mr Michael Semple, Council of the European Union, Deputy Special Representative in 
Afghanistan 

General David Richards CBE DSO, Commander, ISAF, Kabul 

Afghan Independent Human Rights Commission: Commissioner Fahim Hakim, 
Commissioner Nader Nadery and Commissioner Zia Langari 

Graham Zebedee, Deputy Head, Drugs Team, John Gordon, Deputy Head of DfID, Doug 
Wankel, Counter Narcotics Co-ordinator, US Embassy and Hakan Demirbuken, United 
Nations Office on Drugs and Crime 

Wednesday 29 November 

General Khodaidad, Deputy Counter-Narcotics Minister 

Minister Haneef Atmar, Education Minister 

Foreign Minister Rangin Dadfar Spanta 

Major General Bucknall, ISAF Command 
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Formal minutes 

Wednesday 18 April 2007 

Members present: 

Mike Gapes, in the Chair 

Mr Fabian Hamilton 
Mr David Heathcoat-
Amory 
Mr John Horam 
Andrew Mackinlay  

 Mr Malcolm Moss 
Mr Greg Pope 
Sir John Stanley 
Richard Younger-Ross 

The Committee deliberated. 

Draft Report (South Asia), proposed by the Chairman, brought up and read. 

Ordered, That the Chairman’s draft Report be read a second time, paragraph by 
paragraph. 

Paragraphs 1 to 42 read and agreed to. 

Paragraph 43 read, amended and agreed to. 

Paragraph 44 read, amended and agreed to. 

Paragraphs 45 to 119 read and agreed to. 

Paragraph 120 read, amended and agreed to. 

Paragraphs 121 to 127 read and agreed to. 

Paragraph 128 read, amended and agreed to. 

Paragraphs 129 to 147 read and agreed to. 

Paragraph 148 read, amended and agreed to. 

Paragraphs 149 to 180 read and agreed to. 

Paragraph 181 read, amended and agreed to. 

Paragraph 182 to 205 read and agreed to. 

Paragraph 206 read, amended and agreed to. 

Paragraphs 207 to 256 read and agreed to. 

Paragraph 257 read, amended and agreed to. 

Paragraphs 258 to 260 read and agreed to. 
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Paragraph 261 read, amended and agreed to. 

Paragraphs 262 to 271 read and agreed to. 

Paragraph 272 read, amended and agreed to. 

Paragraphs 273 and 274 read and agreed to. 

Paragraph 275 read, amended and agreed to. 

Paragraphs 276 to 284 read and agreed to. 

Paragraph 285 read, amended and agreed to. 

Paragraph 286 read, amended and agreed to. 

Paragraphs 287 to 297 read and agreed to. 

Annex agreed to. 

Resolved, That the Report, as amended, be the Fourth Report of the Committee to 
the House. 

Ordered, That the Chairman do make the Report to the House. 

Ordered, That embargoed copies of the Report be made available, in accordance 
with the provisions of Standing Order No.134. 

Several Papers were ordered to be appended to the Minutes of Evidence. 

Ordered, That the Appendices to the Minutes of Evidence taken before the 
Committee be reported to the House. —(The Chairman) 

The Committee further deliberated. 

 [Adjourned till Wednesday 25 April at 2.00 pm
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Oral evidence

Taken before the Foreign Affairs Committee

on Monday 20 November 2006

Members present:

Mike Gapes, in the Chair

Mr David Heathcoat-Amory Mr Greg Pope
Mr John Horam Mr Ken Purchase
Mr Eric Illsley Sir John Stanley

Witnesses: Mr Rahul Roy-Chaudhury, Research Fellow for South Asia, International Institute for Strategic
Studies, Dr Gareth Price, Head of Asia programme, Chatham House, and Dr Chris Smith, Associate Fellow,
International Security programme, Chatham House, gave evidence.

Q1 Chairman: Gentlemen, I apologise for keeping
you waiting for a few minutes. We are planning to
visit the region next week and we had some
logistical things to discuss. For that reason,
unfortunately our business meeting ran on slightly.
I welcome our three witnesses. Perhaps you will
briefly introduce yourselves.
Dr Smith: Good afternoon. My name is Chris
Smith. I am a research associate at Chatham
House, but primarily a freelance consultant,
formerly at King’s College, London. The main
work I do on South Asia at the moment is on Sri
Lanka, because as many of you know, the war has
recently restarted. The situation there is
particularly grim at present and I find myself
spending much of my time writing expert witness
reports for Tamil asylum seekers in the United
Kingdom who are at risk of being returned to Sri
Lanka. That is my main area at the moment, but
I have worked on India and Pakistan, from nuclear
issues to illegal arms traYcking. Those are my
current qualifications.
Mr Roy-Chaudhury: My name is Rahul Roy-
Chaudhury. I am currently running the South Asia
security programme at the International Institute
for Strategic Studies. Earlier, I was in the Indian
Prime Minister’s OYce for a few years and before
that in a think tank in New Delhi. I have written
extensively on India and Indian political-military
issues, including two books on the Indian military.
Dr Price: I am Gareth Price. I run the Asia
programme at Chatham House. My main focus is
on South Asia, partly on the economics of India.
Before I went to Chatham House, I worked as an
economist looking at South Asia. I am also
undertaking work looking at the smaller countries
in South Asia and at India’s relationship with
Nepal and Bangladesh in particular.

Q2 Chairman: I begin by asking what, in your
view, is the main driver of India’s foreign policy
today.
Mr Roy-Chaudhury: There has been a sea change
in India’s perception of itself. Today, India’s
economic growth is driving its foreign policy
agenda and influencing its engagement and

contacts with the outside world. Primarily, we are
looking at an Indian perception of itself as a rising
global power and a country that could move from
being the 13th largest economy to the third or
fourth largest in the next 25 to 30 years. That
foreign policy looks also at India playing an
increasingly important role in the international
system and taking on greater responsibilities and
tasks in the international community.

Q3 Chairman: Do the other two witnesses agree
with that?
Dr Smith: Very much so.
Dr Price: Just to dissect some of the component
parts, one of India’s big new drivers is energy
security. It is not so much about India’s economy
now, but its economic needs in the next 10 or 20
years, as Rahul was saying. As the economy has
opened up, a whole new range of drivers has come
in over the past 10 or 15 years.

Q4 Chairman: Do you see that focus on economics
and energy remaining as the economy develops, or
do you think that there will be a shift to other issues?
Dr Smith: It depends what happens to the economy
in the next few years. There are suggestions that
despite the last decade of tremendous growth across
the economy, such growth might be reaching its
limits because of infrastructure—if India’s
infrastructure does not take oV to back the
expanding economy, there will be all sorts of
bottlenecks and shortcomings, which could slow
down India’s economy.
I suppose that that would also start to frustrate the
ambitions of the middle class. Going back to one of
your original questions, part of what is driving
India’s global view is global recognition, which is
most acute within the expanding middle class. That
middle class and its expectations of itself and the
country are changing quite dramatically, which
feeds into national opinion of India’s role in the
international community, its potential role in the
United Nations and so on.

Q5 Chairman: Do you think that the diaspora has
played a big role?
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Dr Smith: Its role is increasing. I think that 10 or 15
years ago—I do not know whether my colleagues
agree with this—the Indian diaspora was not
especially concerned about what was going on back
in its home country. The process of liberalisation
opened up a lot of opportunities for investment and
trading, and to travel back more regularly and so on,
and I think that that has fuelled the process.
Certainly there has been a growth in philanthropy
from the diaspora back into India and people’s
ancestral homes and villages. I think that that is on
the increase, but I do not know how far it has to go.
I do not know whether my colleagues agree.
Mr Roy-Chaudhury: There has been a change in the
Indian view of the diaspora. About 10 to 12 years
ago, if you spoke about the Indian diaspora, you
were talking about some 3 million to 3.5 million
Indians working in the Persian gulf who had come in
as labourers and so on. However, the sense of
overseas Indians has changed dramatically. Indian
Americans have played an important role in US
congressional legislation—there has been movement
towards it. India now sees overseas Indians in a far
more positive and useful perspective. However, the
question remains about the extent of overseas Indian
investment in India, which has not matched the
number of overseas Indians.

Q6 Chairman: Do you think that the UK is well
positioned to benefit from India’s rise? Or, does our
historical relationship present us with baggage and
diYculties? How much will we benefit, or might
other problems arise? The issue is associated with the
British Indian community, too, because there are 1
million or more people in this country with an
Indian relationship.
Mr Roy-Chaudhury: Britain’s relationship with
India has certain strengths. The baggage of the
colonial relationship is of the past, and there has
been a generational shift. Several years ago, there
were people who would have felt concern and
sensitivities about certain issues. Today, there is an
emerging India and a sense that Britain can develop
the strengths of its past relationship with India. The
colonial relationship is baggage no more. Certain
sensitivities still hark back to that relationship, but
it can be an area of strength rather than diYculty.
Dr Price: I agree. It is worth adding that the UK’s
one big advantage is the English language, although
many linkages are increasingly being transferred to
the US rather than to the UK, such as education for
Indian students. In the past, many of the Indian elite
went to universities in the UK; in the future, the US
will challenge those UK advantages.
Chairman: Thank you. May I switch focus to India
and the United Nations?

Q7 Mr Pope: India has had a bid on the table since
1994 for a permanent place on the UN Security
Council. What do you think are the main obstacles
to India achieving that place on the Security
Council?
Dr Smith: There is the competition—Brazil, Nigeria
and so on. However, India has progressed over the
past 10 or 15 years. I cannot stress too much just

where India has gone during that time. Twenty years
ago, when you went to a major city such as Delhi or
Bombay—it is now called Mumbai—the economy
was cash-only. The Raj economy still existed, and it
was very much inward-looking. Suddenly,
liberalisation occurred in the ’90s, and the economy
has not looked back. It has travelled a tremendous
distance over the past 10 or 15 years.
However, at the same time, there is still tremendous
poverty, and in pockets of India, such as the north-
east, the situation—not only conflict and
insurrection, but the state response—is still grim.
There are flaws in India’s package, and its case for a
permanent place on the Security Council will always
include that baggage. There is poverty and there are
human rights problems—the problems are not huge
compared with those of other countries, but they
exist. Civil liberties problems and so forth must be
borne in mind.
Mr Roy-Chaudhury: My sense is slightly diVerent.
The major problem lies in the institutional reform of
the UN. There are problems, and it is diYcult to
include additional permanent Security Council
members that may not have veto rights. The
institutional change is one drawback.
In the next 25 years, India will become the largest
country in the world in terms of population and the
third or fourth largest economy, so if you look at
India using various parameters, it will be able to
contribute to international security. There are
structural requirements, but the disadvantages of
not having India as a member of the Security
Council may outweigh the advantages. In a sense,
the advantages are more important for India and the
community at large.

Q8 Mr Pope: What do you think Britain’s approach
should be? On the one hand, it has much closer
historical ties with India than with any of the other
major countries seeking a permanent place on the
Security Council, but on the other hand, Pakistan is
one of the objectors. Britain is in a slightly diYcult
situation in that it has a close relationship with
Pakistan over the war on terror and the ongoing
problems in Afghanistan. What do you think
Britain’s approach should be? Should Britain come
out unequivocally in support of the Indian bid?
Mr Roy-Chaudhury: It is interesting to compare
India’s relationships with Washington and London
on this issue. Washington is clear that it wants and
will support India’s becoming a global player, but it
will not support it on UN Security Council
membership. I think that the oYcial UK
Government policy is that they will support India as
a permanent member of the Security Council but not
necessarily as a global player. There are divergences.
The key is the relationship that India is developing
with Washington. It is moving into a strategic
relationship, and in many ways it has moved
extraordinarily fast in the past few years. It is
important for the UK to capitalise on this and,
possibly, to move forward more eVectively on
India’s membership of the UN Security Council.
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Q9 Mr Pope: May I ask the question the other way
round? How is this perceived in India? At the
moment, it seems as if there is at least a case for
saying that India and the UN is a one-way street:
India is a huge contributor to the UN; it has 9,000
or 10,000 peacekeepers dotted around; it is making
a massive contribution; but it does not seem to be
getting much in return. How does that play in Indian
domestic politics? If this issue is not resolved in the
near future—I do not think that it will be—Indian
domestic opinion may turn more isolationist in
respect of the UN.
Mr Roy-Chaudhury: I do not think so. The
traditional sense in India since the first UN
operation is that blue helmets represent a win-win
situation for India and the UN—it looks good; it
feels good; it is good. Public opinion has never been
translated into statements such as, “India has been
active in about half of the major UN operations
worldwide. Why is it not becoming a member of
the UN Security Council?”. The public see the issue
in a diVerent sense: UN Security Council
membership is seen as a result of economic changes
and of India’s engagement with the world rather
than as a result of UN peacekeeping operations,
which are seen in terms of the strength of the
Indian military and manpower.

Q10 Mr Horam: Dr Price, you were talking about
the United States taking over from the UK in
Indian relations. How marked is that?
Dr Price: A lot of it goes back to the earlier point
about the diaspora. The Indian diaspora in the US
has resulted in the richest ethnic community there,
and that community is becoming increasingly
influential politically. US policy in the past looked
at the Middle East and the Pacific rim, and South
Asia ended up in the middle, being looked at
through the prism of India-Pakistan. In the past
few years, the US has tried to de-hyphenate India-
Pakistan, so it is developing a separate strategic
relationship with India on many levels. It is worth
saying that even if a policy benefits both India and
the US, many people will accuse the Government
in India of selling out to the US, but those voices
are becoming increasingly marginalised.

Q11 Mr Horam: Who do you think is getting most
out of the emerging relationship between the US
and India? In some respects, India is getting a lot
out of it—in nuclear terms and all the rest of it—
but America is getting very little. Do you agree
with that?
Dr Price: For now, India is certainly getting more
than the United States, but the United States is
trying to develop India in this strategic relationship
and can oVer India a lot more than India can
oVer it.

Q12 Mr Horam: You think America is simply
looking at the long term and not the immediate
situation. It is giving something up.

Dr Price: In an ideal world, the United States
would like more market access and greater foreign
investment opportunities, but the vast bulk of US
policy is concerned with the longer term and the
China focus.

Q13 Mr Horam: How far does that reflect not just
American changing priorities in India’s view, but
India’s emerging sense of its own importance? How
far is the situation driven by Indian perceptions as
well as American perceptions?
Dr Price: There was a strategic shift under the last
Government in India to try to raise its global
profile and to do much more with China, the
United States and the EU, as opposed to
Bangladesh or Pakistan in particular, largely to de-
link India from Pakistan. When that has been done,
India can develop relationships not only with the
US, but with China and other major players.

Q14 Chairman: You are talking about de-linking
India and Pakistan, but the essence of that is a
diVerent US attitude to those two countries and
their nuclear weapons programmes.
Dr Price: That is how the US explains it. In the
past, we saw South Asia through India and
Pakistan. The Indian perspective 10 or 15 years ago
was that the US saw South Asia from a Pakistani
perspective, because Pakistan was a cold war ally.
To me, the major change has been in the United
States. There is anti-US feeling in India, but it
seems to me that the advantages of the US-India
relationship are becoming increasingly clear. The
Indian IT industry is inextricably linked with that
in the US, and the parts of India’s economy that
are doing well have a close relationship with the
US.

Q15 Chairman: May I ask you about the deal with
the US on the nuclear issue? According to the
Financial Times, President Bush described the two
countries as diVerent countries with “diVerent
needs and diVerent histories”, and gave that as the
justification for not having the same arrangements
with the Pakistanis as the US now has with the
Indians. Is that seen in India as a significant
development, or is it assumed to be inevitable or
natural because India is a much bigger power?
Mr Roy-Chaudhury: On the nuclear issue
specifically, there is a distinction because a
Pakistani nuclear scientist carried out clandestine
network proliferation, which ended Pakistan’s case
in the US for a criteria-based exception from
nuclear law. From the Indian perspective, it is clear
that the diVerence between India and Pakistan on
the nuclear issue does not have much to do with
the prospects for India-US relationships,
particularly in terms of a buyer-seller relationship
in the nuclear market, but it has a lot to do with
Pakistan’s internal domestic developments. That
holds good for the nuclear issue, but not necessarily
for other issues. It is clear that there is a distinction,
and from Washington’s perspective that distinction
will be maintained for several years.
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Dr Smith: One of the strong views in India—it is
eight years since the second test that confirmed
nuclearisation, weaponisation and so on—is that
India calculated the financial and political cost of
going nuclear and then sat back and said, “Yes, we
can test, we can weaponise, we can take whatever
hit the international community gives us, and we
can come out the plus side.” Every time there is a
move towards recognising India as a nuclear
power, that means at the same time recognising
India as a rising power, or indeed a great power.
It confirms to the Indian foreign policy makers and
decision makers that the decision taken back in
1998 was probably the right one. The cost has been
borne, and now the benefits are being reaped. That
is the part of the overall package with the United
States.

Q16 Chairman: I put it to you that the
International Atomic Energy Agency, Dr El-
Baradei, the British Government and others have
welcomed the deal between the US and India,
which in many people’s view completely
undermines the non-proliferation treaty. What do
you feel about that?
Dr Smith: It certainly smacks of double standards.
I think that it was President Clinton who said,
“India will not be allowed to blast itself into the
nuclear club,” or something along those lines. That
is, eVectively, exactly what it has done. There is a
process of acceptance and forgiveness, on the one
hand, for a country such as India, but a very
diVerent view has been taken, of course, towards a
country such as Iran.
Mr Roy-Chaudhury: Yes, it is clearly a
controversial nuclear deal. It is something about
which there has been tremendous concern, in terms
of how it has impacted on the nuclear non-
proliferation treaty regime, etc. In terms of
principles, one must look at the way in which the
nuclear non-proliferation regime has developed
over the past few decades. In this case, it is fairly
clear that India, though adhering to the nuclear
non-proliferation regime, was not a signatory to the
nuclear non-proliferation treaty. The key and the
bottom line is: what would be India’s role vis-à-vis
the nuclear non-proliferation regime today? My
sense is that by bringing India into a de facto fold,
we are looking at beefing up the non-proliferation
regime. It was diYcult to maintain the status quo
whereby we had India, Pakistan and Israel as three
countries outside the nuclear non-proliferation
regime. In this case, an exception has been made
for India. There would have been a case for an
exception to be made on a criteria-based approach,
but, as I said earlier, that does not appear likely
now for Pakistan. We are now looking at an
emerging world scenario in which the key will be
India’s greater responsibility towards the nuclear
non-proliferation regime.

Q17 Chairman: May I switch the focus to the
Chinese-Indian relationship? China is presumably
not entirely comfortable with this rapprochement

between the US and India. How are the
relationships with the Chinese at the moment, and
how do you see them developing?
Mr Roy-Chaudhury: India-China relations have
had a diYcult past. A war, which is still
remembered in India, was fought in 1962. There
have been some border incidents between the two
countries and today a huge area of territory is still
disputed by India and China. What is important is
that when the current Government came into
power in May 2004, there was a sense that on
India’s relations with China, the Prime Minister
who had already started a change was Rajiv
Gandhi, when he went to China as Prime Minister
in 1998. That Congress-led Government were very
clear that one of their foreign policy priorities
would be to build relations with China. Today,
what you have is an amazing increase in bilateral
trade, which is about $20 billion annually. China
is the second largest trading partner for India and,
according to the current increase in trade, it could
well overtake the United States as the largest
trading partner that India has in the next four or
five years. There is a strategic dialogue between the
two countries, and the Indian National Security
adviser noted in the Geneva conference of the
International Institute for Strategic Studies last
year that Asia is large enough to accommodate
both a rising India and a rising China. There is a
sense of positive developments there.
There are concerns in the Indian establishment over
China’s military capabilities and its naval prowess.
There are concerns also about the China-Pakistan
relationship on nuclear missiles and a sense in Delhi
that China is attempting to encircle India in terms
of its relationship with Sri Lanka, Myanmar, Nepal
etc. So it is a mixed bag really, but there has been
an attempt to improve the relationship with
Beijing.
Dr Smith: I agree with Rahul that it is a mixed bag
and that there are signs that China is undertaking
a variety of actions and policies that could add to
India’s level of insecurity. Where I slightly disagree
with Rahul is that I think the rapprochement
between the two countries actually goes back
before the time of Rajiv, although there is no
question that Rajiv pushed it forward in a major
way. There is no question about what Rahul said
about 1962 being a major issue for India after the
war and the fact that it performed so badly during
that conflict. The psychological impact on the
country is often likened to that of Vietnam on the
United States, although it was a diVerent type of
conflict.
I think as well that one should not let India’s
justification for its nuclearisation policy, which was
primarily China and future threats from China,
obscure the fact that after 1962 both sides realised
that they really did not want to go to war over a
patch of territory that had been badly delineated.
The borders had been very badly drawn, and it was
not necessarily strategically or financially viable for
either side to develop those kind of areas. There
was an agreement to disagree on the border. It was
Rajiv who pushed things ahead to normalise
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relations, but the de facto normalisation was
happening before that. Since Rajiv’s approach,
although there has been the odd blip now and
again, there has been nothing to suggest that Sino-
Indian relations are in any kind of trouble at all. I
happened to be in Beijing just after the nuclear test,
and I assure you that the Chinese were genuinely
put out, upset and exceedingly oVended that India
should use China as the major justification for the
test and nuclearisation. It took them by surprise
that they were so central to that justification.

Q18 Chairman: You mentioned the border
disputes and you said that they are quite large
areas. Is there any dialogue? Is there any progress
or result in those disputes?
Mr Roy-Chaudhury: Yes. There have been several
joint working groups between the foreign ministries
of the two countries, but after about 20 odd rounds
there was a sense that they were not getting very
far. So about two years ago a dialogue started
between the two special representatives of India
and China—the Indian National Security adviser
and the Chinese deputy foreign minister, Dai
Bingguo. What we are looking at is the fourth or
fifth round of the strategic dialogue, whereby both
countries are attempting to get to grips with the
territorial dispute.
As Chris said, it is a dispute where there is no
delineation of the border. There is no demarcation.
There are diVerences of perspectives as you have
seen in the last few days as well. But the key is that
for both India and China, the sense is that the
territorial dispute will continue but it is important
to put a political perspective on it. So the border
dispute is not expected to hamper the other aspects
of the relationship between India and China,
whether trade, diplomatic or political. What we
have is slow movement on the border dispute
resolution, but not allowing the border dispute to
aVect relationships.
Another key factor is that in the last few years there
has been no violation or alleged violation by either
India or China of the border, whether Indian
troops have moved into the Chinese area or
Chinese troops have moved into the Indian area.
The border is relatively calm, whatever border
there is in that sense. So the border dispute is not
seen as a potential problem to developing relations
between the two countries.
Dr Price: As Chris and Rahul have said, the
original idea was to put all diVerences to one side;
to agree to disagree over border disputes and so on
in the hope that economic links would become the
new driver of India-China relations. In the past few
years, trade between India and China has soared,
but most of that consists of Indian iron ore meeting
China’s needs. In the first six months of this year,
India’s trade to China dropped, so it will be
interesting to see what happens. It is too early to
say, but the assumption had been that India’s
exports to China would carry on growing at 30 or
40%, and that that would put everything else into
the background. Now that has stopped; a couple
of weeks ago India passed a new law to screen

investments from China, which made it more
diYcult for Chinese companies to invest in a lot of
sectors. It might be that an approach emerges that
is far from hostile but more sceptical.

Q19 Sir John Stanley: Turning to India’s relations
with three of her neighbours—Sri Lanka,
Bangladesh and Nepal—what, if anything, should
the British Government say to the Indian
Government about the policies that they would like
India to pursue towards those three countries? You
might say that they should be silent. Let us take
them in turn, starting with Sri Lanka. What would
you like the British High Commissioner in Delhi to
say to his interlocutors in Delhi about the policies
that our Government would like India to follow
towards Sri Lanka?
Dr Smith: The best thing that can be said to the
Indians about Sri Lanka is, “Be constructive.” The
Sri Lankan conflict has restarted and there have
been 3,000 conflict-related deaths in the past nine
months. Sri Lanka is virtually back in the situation
that it was in prior to the signing of the ceasefire
agreement in February 2002. India is involved
however you look at it. It is involved because it is
the hegemon in the region and because it does not
want outsiders such as China and the United States
to interfere in Sri Lanka; it does not want major
powers messing around in the South Asian back
yard. At the same time, India has its own history
of involvement in Sri Lanka in the late 80s. That
was an absolute disaster. It is caught between not
wanting to replicate the disasters of the past in
relation to Sri Lanka and wanting to realise itself
as the regional hegemon and a major power.
Let me give you an idea of how that works in
practice. Several years ago, when the Sri Lankan
Government was worried that troops might need to
be air lifted from the high security zone in the
north, the obvious candidate—which it
immediately approached—was the United States.
The United States said, “Talk to India.” The
message for India was that it could not have it both
ways—if it were to play a major regional role, it
had to overcome the problems that it had had and
the mistakes that it had made, and to move forward
rather than looking back all the time. However you
look at it, India will continue to play a hegemonic
role in the region. That role can only grow as
countries such as Pakistan become weaker, both
politically and economically—although Pakistan is
not necessarily weakening economically. India has
to develop a much more constructive role towards
the smaller countries in South Asia. I shall
probably say much the same about Bangladesh
and Nepal.

Q20 Sir John Stanley: Are you going to elaborate
on that any further, and tell us what the British
Government should be saying? In what way should
the Indian Government be more constructive
towards the situation in Sri Lanka?
Dr Smith: One of the problems that India faces is
that the Sri Lanka issue is inherently tied up with
politics in Tamil Nadu and the politics of Tamil
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Nadu in turn radically aVect coalition politics
within India, so you have got that terrible bind that
the Indian centre is in relating to how it approaches
the LTTE on the one hand and the Sri Lankan
Government on the other. If it backs one it loses;
if it backs the other it loses as well, but there are
gains to be made. There is also the legacy of the
fact that Sonia Gandhi is one of the most
important power brokers, if not the most
important, in India at the moment, and of course
it was the LTTE that assassinated her husband.
That is a constraint in recognising or dealing with
the LTTE in any shape or form.
In terms of the situation in Sri Lanka, I think one
of the problems that has been there over the course
of the peace process is that the international
community and the Sri Lankan Government—and
I would include India as a part of the international
community—have not really recognised the
bargaining power of the LTTE. The Sri Lankan
state has fundamentally lost the monopoly of force
in Sri Lanka for many years. All the negotiating
pitches and all the encouragement from the
international community—from India and so on—
have been in relation to returning Sri Lanka to, or
maintaining, the territorial or nation state status of
the country, which eVectively means that the
LTTE’s bargaining position is very strong, but the
level at which it is being asked to negotiate is
actually much lower. EVectively what it is being
asked to do is go back to the situation before 1983
and the status quo ante, which of course the LTTE
is never going to do. It is never going to do it when
it also knows that it has broken the monopoly of
force once controlled by the Sri Lankan
Government.
India, I think, could play a constructive role by
dealing with the practical political issues on the
ground, which I think have been overlooked or
ignored by the international community. We know
the international community has problems when it
comes to looking at partition, confederation and so
on. Of course it does.

Q21 Sir John Stanley: Thank you. Mr Roy-
Chaudhury, what should the British Government be
saying to the Indians vis-à-vis Sri Lanka?
Mr Roy-Chaudhury: Thank you, Sir John. I think
there are two complicating factors. One is that, as
Chris pointed out, for India’s policy towards Sri
Lanka, Nepal and Bangladesh there is an inherent
domestic dimension for India. That complicates it,
whether in terms of Sri Lanka, and the Tamil
community or the Tamil province, which has a
larger population than Sri Lanka in the south of
India; or Nepal, where there are a number of very
strong border links, and Nepali citizens in India; or
Bangladesh, from where a large number of illegal
migrants have come into India. There is an inherent
relationship to India’s domestic policy when it looks
at these three countries.
The second complicating factor is that India has
intervened in all three countries—in Sri Lanka in
1987 to 1990, when an Indian peacekeeping force
was there; in Bangladesh when it assisted in the

creation of Bangladesh, which was, earlier, East
Pakistan; and in Nepal. It carried out a blockade of
Nepal in the early 1990s and has been intervening in
Nepali politics from the 1950s. So these are the two
complicating factors, but the advice to the British
high commissioner, I think, would be very
straightforward and simple. That is, to look at the
Nepal example. What we have seen in the last few
months in Nepal has been an amazing degree of
consultation among three countries—India, the
United States and Britain—and there have been
meetings at diVerent levels on Nepal among senior
oYcials of these three countries. There has been a
greater sense from India’s perspective that Nepal
was a major problem, which would threaten Indian
security if Nepal was moving into a failed state
syndrome; but I think the key is to try to accentuate
and encourage consultations between India and
other major powers on these countries—Sri Lanka
and Bangladesh, in addition to Nepal.
What form the consultation will take or how it will
evolve is something that is too early to say. The
important thing would be to try to get India to talk
to Washington and London about these three
countries, as it has been doing about Nepal, and to
provide a sense that although, on one level, India is,
as Chris said, a hegemon—the most powerful and
largest state in the region—it cannot, on another
level, be inactive on these issues, because they could
very well get worse. One way to operate would be to
work with other countries on this issue, and we have
recently seen United Nations involvement in Nepal
over the arms management deal and the peace
accord that is to be signed early next week. These are
encouraging developments, which would not have
been possible a few months ago, but I would see the
Nepal example as a trendsetter or at least as an
attempt to look at Sri Lanka and Bangladesh from
India’s perspective.

Q22 Sir John Stanley: Dr Price, do you want to
come in on Sri Lanka and on what British policy
towards India regarding Sri Lanka is?
Dr Price: On the point about the change—that has
come from advice, and as Rahul says, there has been
a process of consultation with the US and the UK—
there are times when India’s hegemonic status is
used very beneficially. The most recent example that
leaps out is the rescue from Lebanon, when India
rescued not only Indian citizens, but citizens of Sri
Lanka and Nepal. Generally, with regard to Sri
Lanka, Nepal and Bangladesh, there are often
problems of asymmetric perceptions between India
and its neighbours. India might look at its policy in
terms of one set of issues, while, in Bangladesh, a
much lower level of issues might be involved, such as
how many visa counters are open. India might be
looking at the issue in terms of the economic benefit
of Bangladesh doing X, Y and Z and might very
often be looking at diVerent levels.

Q23 Sir John Stanley: Thank you. Briefly, are there
any comments that you would like to make on
British Government policy towards India vis-à-vis
Bangladesh?
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Dr Price: With Bangladesh, you have the two
parties, one of which is more pro-Indian and one of
which is anti-Indian. Bangladesh’s relationship with
India is fraught. Not dissimilarly from China, India
has hoped to push economic ties to make the
relationship better, but it is largely relating to
Bangladesh’s internal politics that the Indo-
Bangladesh relationship faces problems.

Q24 Sir John Stanley: Finally, turning to Nepal, I
do not have any pecuniary interests to declare, but I
should state that I chair the all-party group on
Nepal. I am obviously well aware, as I am sure that
the rest of the Committee is, of the huge sensitivities
in Nepal regarding its very big neighbour to the
south, so my question to you on British Government
policy towards the Indian Government and Nepal is
whether the British Government should be telling
the Indians to get more involved or, perhaps, less
involved in the politics of Nepal?
Mr Roy-Chaudhury: I would say that the key would
be to be involved and to facilitate stability in Nepal.
We are looking at a key period in Nepal’s history,
where there is a prospect of an end to the insurgency
and of stability, at least as one could define it for
Nepal. The prospects are there, but there are
tremendous concerns. There is tremendous mistrust
between the Maoists and the military and there are
diVerences over the monarchy. This is a key period
for the US, the UK and India to work together to
facilitate a stable process, and that will be really key.
It is diYcult for India not to be involved, because
this is one of those things in which India sees itself
having some sort of role, but the key is to get other
people involved as well. In a way, that will balance
the Indian perception and involvement on these
issues. There is a sense, not only from India’s point
of view, but from Nepal’s point of view, that it will
be diYcult for India to be involved unilaterally, so
there needs to be broader involvement. The key is
the attitude in India to facilitation. Not so long ago,
India used to bristle at any attempt at intervention
or facilitation by a third party vis-à-vis Pakistan or
any South Asian issue. Today, we see a greater
confidence in Delhi and among policy makers in
Delhi that facilitation per se is not necessarily a bad
thing, especially if there is a sense that it will bring
about a more stable situation. We have seen
Washington’s facilitation along with the United
Kingdom during the border confrontation with
Pakistan in 2001–03 and earlier in the 1999 Kargil
conflict. But today in Delhi there is a greater comfort
level on foreign facilitation in the region and Nepal
is the result of that greater confidence in Delhi. Delhi
cannot do very much about it but it is not such a bad
thing to work with Washington and London and the
United Nations to see whether there can be stability
and peace in Nepal.

Q25 Sir John Stanley: Dr Smith or Dr Price, do you
want to come in on Nepal?
Dr Smith: As Rahul said, India is involved. You
cannot really ask if India should be more or less
involved because it will be involved to a significant
degree come what may. It is important if you take

India’s involvement as given, however that might
manifest itself, that it is perceived on the other side—
in Nepal, Bangladesh, or, indeed, Sri Lanka—as
being done in a far better spirit than might have been
interpreted hitherto. As I said earlier, and Rahul
agreed with me, there is hegemony in the area, and
India is considered to be a bit of a bully. There is a
lot of bridge-building to be done between India and
the other countries in the region. When India moves
in it tends to move in a politically aggressive way,
and in terms of greater confidence, more trust, less
suspicion on the other side, if there is anything that
the United Kingdom can do to assist the other side
in receiving those signals in a better and more
constructive way it would be useful. But India is
involved, whichever way you look at it.

Q26 Mr Heathcoat-Amory: We have discussed a
number of aspects of the bilateral relationship
between the United Kingdom and India and these
are obviously strong, as they are for slightly diVerent
reasons between India and France. What about the
European Union? In so far as the EU can be said to
have a foreign policy at all, is it taken seriously in
New Delhi? Is it a factor at all, does it have any
substance and if so, what?
Mr Roy-Chaudhury: If you look at trade statistics
and at India’s trade relationship with the EU, it is
very clear that the bulk of the bilateral trade is
between India and Britain. In most respects Britain
stands out as a key player in the India-EU
relationship. My own sense is that in respect of the
EU as an entity, there is an existing EU-India
strategic relationship, although a lot of people in
Delhi wonder what it entails. But there is on paper a
strategic relationship between India and the EU.
My sense is that for India the EU essentially means
Britain, whether that is in terms of trade relations,
student and cultural exchanges or the political
relationship. The only area where the EU is being
seen now as a larger conglomerate of states is in
issues such as the nuclear suppliers group, as a large
number of EU member states are also members of
the nuclear suppliers group. For the India-US
nuclear agreement to go through, India needs to get
a consensus in its favour in that group. Today, for
the first time, India is looking individually at EU
member states and ticking them oV or crossing them
oV in the sense of support from the EU, whether it is
Finland or other countries. But practically, the EU
relationship with India is, for India, largely a British-
Indian relationship.

Q27 Mr Heathcoat-Amory: Any other
observations?
Dr Smith: Very briefly, that will come. Because of
economic dynamics on both sides, there will be a
need to recognise that they must work together
much more. As Rahul said, it tends to be via the UK
at the moment, and that will erode over time.
One should not forget that Indian political culture,
bureaucracy and so forth is a diYcult animal to
understand, get to know and deal with. That is
getting easier. As India becomes more of an
internationalised nation state, it is becoming a lot
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easier, but India is not the easiest country to get to
know. English is widely spoken, which facilitates
links and so on, but there is still a learning curve that
EU countries have to go through to push relations
forward. That is going to be slightly more diYcult
than in other countries, I suspect.

Q28 Mr Heathcoat-Amory: Could I ask a bit more
about trade? I think that we face the failure of the
Doha round, and therefore a number of trading
blocs are seeking bilateral deals now. The European
Commission has made moves towards some sort of
free trade agreement with India, covering not just
goods, but investment, services and so on. Some
Indians who I have spoken to are rather surprised by
that because the EU is seen as rather protectionist,
and they doubt whether the Commission can deliver
on this. In fact, quite recently, there have been bad
experiences over textiles. We are open and free
traders by history and instinct, so we will do our
best, but is there any feeling that Europe can do
business on trade, and, if so, would it be worth
while?
Mr Roy-Chaudhury: My sense is that it is still very
limited. I do not think that that level of confidence,
as Chris was saying, is there between India and the
EU today. For Delhi, it is a question of looking at
certain advantages that could be accrued if it goes
into a certain relationship with the EU, but my sense
is that confidence levels are not really there for Delhi
to make a major move on that, so I would be hesitant
in endorsing that as an Indian viewpoint.
Dr Price: It varies a little by sector perhaps. In
agriculture, the EU and India are a very long way
away, but if you look at services, India’s big issue in
Doha, apart from agriculture, was that Indians be
allowed to come and work in other countries. In
terms of services trade, I think that there might be
much greater synergies between the EU and India,
which could be taken forward, but agriculture will
remain problematic.
Chairman: Thank you. Can we move on to some
other countries?

Q29 Mr Horam: Russia traditionally has been
India’s close partner, which obviously reflects the
non-aligned period and so forth. Do you see that
carrying on with the same strength as it has in the
past, and how far do you think that Russia’s
increasing ties with China will aVect that traditional
relationship?
Mr Roy-Chaudhury: The India-Russia relationship
traditionally has essentially been a defence and
military-dominated relationship. Trade levels
between India and Russia are, I think, at $4 billion,
and they have been $4 billion for the last 10 years,
notwithstanding whatever political momentum is
put into the trade relationship.
There are two key issues for the India-Russia
relationship in the future. The first is a continuation
of the defence and military relationship, partly in
terms of a realistic assessment on the ground. Today
the bulk of the Indian military is Russian-sourced,
which means that about 70% of spare parts are
dependent on Russia or of Russian origin. So the

military relationship will continue, but move into
certain areas, particularly strategic systems. Today,
there is collaboration between India and Russia on
the fifth-generation advanced strike aircraft and a
cruise missile, which is under development and has
been tested by both countries. That will be the key
India-Russia strategic defence relationship.
In addition, another relationship is emerging, and
that is an energy relationship. For India, Russia is
increasingly seen as a major source of energy. India’s
largest investment in oil and gas abroad is in Russia,
in the Sakhalin oil and natural gas fields. Much more
eVort is being put into the Russia-India energy
relationship than was the case in the past. I see those
two as the key drivers for the India-Russia
relationship, which is a far cry from the earlier
relationship during the erstwhile cold war. Today,
India feels that it has a number of options in foreign
policy terms, and the end of the cold war and of the
Soviet Union was a part of its foreign policy
orientation towards Washington. The relationship
will be qualitatively diVerent, but it will continue on
strategic defence requirements and energy issues.
On the Russia-China relationship, there is today a
meeting among the Foreign Ministers of Russia,
China and India, which takes place once a year. For
the first time, there was also a summit between the
three leaders of Russia, China and India. My own
sense is that that does not really mean much. It is
important that India talks to Russia and China, but
it does not take priority over India’s relationship
with Washington. Although there may be a
burgeoning relationship between Russia and China,
my sense is that that in itself is not going to impact
on India.
The area where there could be convergence is in the
Shanghai Co-operation Organisation—the SCO.
India is an observer at the organisation, but it is an
area in which there could be more co-operation on
anti-terrorism, energy security and so on. But
beyond that framework, I do not see the relationship
having much impact on global politics among the
three countries.

Q30 Mr Horam: How about Japan in all this? That
is the other big power in Asia. How far does it want
to play a part in that or in promoting India-Japan
relations?
Mr Roy-Chaudhury: Yes, Japan is becoming a key
player in the region. One example of the way in
which India considers these issues took place last
June, when during a period of diYculty between
Japan and China, the Indian Defence Minister flew
out to Tokyo, from Tokyo to Beijing, from Beijing
to Singapore, and then back to Delhi—a route that
very few Defence or Foreign Ministers would have
dared to do. They would have not been welcome in
either Tokyo or Beijing if they had gone to the other
country first.
Japan is playing an increasingly important role,
according to Indian perception. The problem
essentially was over India’s nuclear tests, when
Japan came down very strongly—for obvious
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reasons—on India’s tests in 1998, but that period is
over, and today there is a strategic dialogue between
India and Japan.

Q31 Mr Horam: Is it economic, political or both?
Mr Roy-Chaudhury: A bit of both. The bottom line
for Japan is its energy resources. Japanese tankers
take oil from the Persian gulf. They sail to the
western part of India, and US naval forces are there.
From Cape Comorin to the strait of Malacca and
Singapore, there is no military presence other than
that of the Indian navy. For Japan, strategically, it
is important to work with India on security of sea
lines of communication in the Bay of Bengal and the
eastern Andaman sea. That is the political part of the
co-operation. It is important for Japan to ensure
safety and security of sea lines of communication,
and India, as the only military naval power in that
part of the world, has an important role and
responsibility to ensure the security and stability of
those lines.
Dr Smith: May I add a quick comment about
Russia? During the Soviet era, the Soviets were
reluctant to transfer technology to India, whereas
the Russians have been much more forthcoming.
India is hungry for technology, which will help
consolidate that relationship no end. There are cost
benefits because of the cost of technology from the
west.

Q32 Mr Horam: Is the Russian technology good
enough?
Dr Smith: Let me answer in a slightly diVerent way.
India, particularly its military, which is my former
area of expertise, has, as far as I am aware, always
preferred western technology. However, it has often
found it diYcult to get its hands on such technology,
in terms not just of political access or political
constraint, but of cost. By contrast, in the 1970s,
1980s and 1990s, the Soviet Union made available as
much military technology and equipment as it felt
could be absorbed. Some bits of the technology are
better than others. Although India would prefer the
extremely high-tech systems on oVer from the west,
it has traditionally accepted, although possibly not
as a first choice, Soviet and then Russian technology.
Mr Roy-Chaudhury: I would largely agree with that
in the sense that, for many users, Russian equipment
is more rugged and easier to use. It is not
sophisticated technologically but it works in terms
of quantity and so on. However, there have been
problems. For example, there has been a high
casualty rate of MiG aircraft in the Indian air force.
There is now tremendous military interest in
acquiring technology from the west—for example,
there is a $6 billion prospective order for medium
combat aircraft. The sense is that Washington, for
the first time, will be one of the key players in getting
this order. The concern in Delhi remains about
access to spare parts and technology in view of
sanctions. Sanctions were imposed during the Kargil
conflict after the 1998 test, which led to the
cannibalisation of a certain amount of Indian
military equipment. Certain components of the
spare parts for British Sea Harriers and Sea Kings

were US-sourced. India went to London saying,
“We need spare parts for this.” London said, “It is
not up to London. It is up to Washington to provide
that access.”
That lesson is still of concern to Indian decision
makers. Whatever deal is finally done with the
United States on a weapons system, the provision of
equipment in respect of sanctions will be an
important component. This has not existed in terms
of the India-Russia military relationship because the
Russians have never imposed sanctions on India.
This is a new sort of relationship that will be
determined by the fine print in the agreement.
Chairman: Thank you. We now move on to other
areas.

Q33 Mr Illsley: I want to ask a series of questions on
other multilateral bodies and organisations of which
India is a member: the World Trade Organisation;
the Commonwealth; the India-Brazil-South Africa
Dialogue Forum; the South Asian free trade
agreement; the Association of South East Asian
Nations; and the Shanghai Co-operation
Organisation. I want to get an idea of which of those
are important to India and which are less so, and
whether any of them give rise to particular tensions.
My colleague mentioned the Doha development
round of negotiations. India now has major
industries that can participate on a global level, yet
it still is protective, particularly on agriculture and
such industries. Did India take a constructive
approach to the Doha negotiations? Is there any
contradiction between the growing industries and
the need for protectionism for others?
Dr Price: I think India’s position on the WTO is
almost set by the various interests that determine it.
Farmers make up 60 to 70% of the population, and
most of them operate on a small scale. That
community is certainly fearful of foreign imports
coming into India, and that determines agriculture.
If you look at the services side—the high-flying IT
sectors and so forth—they are much more liberal.
They have tax advantages; they are globally
competitive, so they want greater access, in terms of
services. Industry groups, again, play a large part in
determining policy towards manufactured goods
imports. So in some areas India has a very defensive
policy and in other areas it is very aggressive, but
that is also pre-determined by a quick look at India’s
economy. How it works determines what its policies
will be on those diVerent industrial, services and
agricultural sectors.
There is certainly no generic support for
liberalisation, but India’s tariVs are coming down.
They have halved over the past five or six years, but
India’s central Government remain reliant on
customs duties and import and export duties for
their own finances, so they are in a bind on that level
as well.

Q34 Mr Illsley: Is the rise of manufacturing
industries—I think that automotive parts is one that
has been quoted—going to be a threat to the 60 to
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70% of the population who are farmers? Obviously
there will be some tension between the various
sectors.
Dr Price: I think up to four or five years ago there
was this idea that India could do in services what
China had done in manufacturing, so that rather
than build up a manufacturing sector India could go
straight into post-industrial services, biotechnology,
IT and so forth. The problem and India’s big
challenge is finding jobs for its work force. The
demographics of India are such that it is going to
have a rapidly growing working-age population
over the next 20 years, which is fine if they are
usefully engaged. Over the past couple of years there
has been a realisation that India has to develop a
manufacturing sector to absorb the population.

Q35 Mr Illsley: They have got to create a lot of jobs
just to stand still.
Dr Price: And the services sector is capital intensive
in India’s context. It is one person with a computer,
if you like, and it is high skilled, so to prevent
under-employment in the agricultural sector
requires manufacturing and, at the same time,
migration, potentially.

Q36 Mr Illsley: What about within the
Commonwealth? I think India has 60% of the
population of the Commonwealth as well, and has
played a major role in the Commonwealth, whereas
perhaps there are other countries that see it as a less
dynamic organisation these days, given the
European Union and so on. How does India see the
role of the Commonwealth? Does it see it as still a
major organisation, going forward?
Dr Price: Very anecdotally, when the
Commonwealth games were held in Delhi, it was a
major event, but I would not like to comment
more widely.
Mr Roy-Chaudhury: My own sense is that there has
been a major change in India’s perspective on its
foreign policy, especially in its relationship with the
world. In this Washington plays a key role now, in
terms of India’s perspective on a number of issues. If
you are trying to prioritise it, India’s relationship
with Washington today is its top priority.
Everything else, I think, takes a more limited
perspective. My sense is that the Commonwealth
would be included in that.
Dr Smith: I would go slightly further than that and
say that yes, of course the main focus is on
Washington, but India now sees itself as an emerging
global player, and I think the view of the
Commonwealth and the energy that India is
prepared to put into the Commonwealth will be
reflected in its global perspective, as that becomes a
more dominant feature of foreign policy.

Q37 Mr Illsley: Can I come on to the India-Brazil-
South Africa Dialogue Forum? What role does
India play in that? Is that similarly subservient to its
relations with the USA, and is there any link in there
designed to assist with the UN Security Council
issue?

Mr Roy-Chaudhury: It is part of what India sees as
south-south co-operation. We are looking at three
countries in three continents, working together.
India has a strategic relationship, for what it is
worth, with South Africa, and a developing one with
Brazil, but the way in which Delhi sees it is that those
three countries could play a critical role in co-
operating with one another through what is called
south-south co-operation. In no sense does it have
the priority that other relationships with India have,
such as Washington’s, but there is a sense that
Brazil, for example, was a major emerging power
about a decade or two ago. South Africa, again, has
tremendous potential. For Delhi, it is more a matter
of global reach, but it is in favour of technical co-
operation with such countries, often called south-
south co-operation. There is not very much more in
it. It is diYcult to see too many convergences of
interests, if you look at it systematically, among the
three countries. On the UN, also, there is something,
but I do not see tremendous dynamism in all this.

Q38 Mr Illsley: There is also the South Asian free
trade agreement. From what I can gather, there is
only a very small level of trade among the various
trading partners. My question is whether that will
have any eVect on regional stability, given that
Pakistan is a member of that organisation. Also,
how eVective are India’s look east policy and its
relationships with ASEAN countries?
Mr Roy-Chaudhury: On the South Asian free trade
area, there is a sense that the South Asian
Association for Regional Co-operation, which is the
organisation promoting the South Asian free trade
area, is handicapped by the India-Pakistan problems
and the diYcult relations in the past. I am not sure
of these figures, but I think that 70% of SAARC’s
trade is external rather than internal. The internal
component of SAARC trade is about 30% or less. In
ASEAN, for example, it is the reverse; 70% of trade
is inter-ASEAN and 30% is not.
Delhi has never felt that there is much momentum in
SAARC. There are complementarities among the
countries in SAARC, in terms of their
manufacturing processes and culture and so on.
From Delhi’s perspective, there is the problem of
Pakistan’s refusal to provide most favoured nation
status to India that India has provided to Pakistan.
SAARC and the South Asian free trade area sound
good politically but they are not going to be
implemented in the short term, with one exception:
if there is a link with energy. There are various
proposals to bring energy from Central Asia, via
Afghanistan or Pakistan, into India. There are three
or four proposals for pipelines and if that takes oV,
I think that we are looking at a massive growth area
and massive interdependencies among SAARC
countries, particularly between India and Pakistan,
which will impact positively on the peace process.
Unfortunately, because of the political realities of
Afghanistan and the Pakistan-India relationship, we
do not see much movement there. Also, Washington
is not particularly keen for a large percentage of
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South Asian energy to be imported from Iran. That
is something on which Washington has put pressure
on Delhi and Islamabad.
On South-east Asia, that is a diVerent world for
India. It is a world in which there is far more
manoeuvrability and flexibility of options. There are
no inherent constraints such as are present in the
South Asian dynamic because of historical
relationships and so on. There is a look east policy
that has focused on economic relations and is
moving towards a more political and possibly
security dimension. The big question about India’s
look east policy is where India and South-east Asia
see each other in terms of their relationships with
Beijing. That is something that India is concerned
about. It would not want to be seen by South-east
Asians as countering Chinese influence in South-east
Asia but that may be what could result in the long
term, if the policy continues. There is a China factor
which is very much present in India’s relationship
with South-east Asia, but it is primarily an
economic one.

Q39 Mr Illsley: You may have answered my final
question when you made your comment about the
USA at the beginning. Why has India not applied for
full membership of the Shanghai Co-operation
Organisation? Would that be due to its leanings
towards the United States?
Mr Roy-Chaudhury: There are two reasons, I
suspect. One is that there was a concern in Delhi that
if it applied for full membership of the Shanghai
Cooperation Organisation, China would want
reciprocal membership of the South Asian
Association for Regional Cooperation. Although
other countries were keen that China became a
member of SAARC, Delhi was keen that SAARC be
maintained with India playing an influential role,
which would be diluted if China became a member.
What happened is that Afghanistan has become a
member of SAARC, but China remains an observer.
There was a sense that India felt that China would
require reciprocal membership of SAARC, which
was something that Delhi was not willing to do. The
second reason is that China was not particularly
excited about India’s full membership of the
Shanghai Cooperation Organisation and India was
not keen to push it, if that was not quite what
China wanted.

Q40 Sir John Stanley: Do you think that the British
Government have any role to play in trying to defuse
the potential military conflagration between India
and Pakistan? The classic route forward is you start
with confidence-building measures and then you try
to internationalise it or bring in some
unimpeachably neutral third party. Then, hopefully,
you can do a deal between the two main
protagonists, which is essentially the course we have
followed with considerable success in Northern
Ireland. Do you see any role here for the British
Government or is it something that we should keep
out of? What is your view on what British policy
should be?

Dr Smith: I think that there is a role. The UK is still
well thought of in the region. I would add to that
that one should not underestimate the extent of the
disappointment in Pakistan regarding US foreign
policy over the last 10 years or so, which is very great
indeed. That disappointment is felt not only among
media pundits, but across the country as a whole.
There is tremendous disappointment in Pakistan
about the way it feels that it has been treated by the
United States since the end of the cold war. I feel that
because of the lack of trust that has manifested itself,
there is an opportunity for the UK eVectively to fill
that void. There might be greater trust. I think that
there is potential there for confidence building and
for track two and track one and a half. Both Rahul
and I have been involved in that in the past, and it
has worked terribly well. That is something that
could be built upon in the future very successfully.
Mr Roy-Chaudhury: As I said earlier, there is greater
confidence in India today about facilitation—not
direct intervention, but facilitation. It has been seen
in the past that facilitation by the US has been
eVective and has had certain dividends for India and
Pakistan. There are certain areas in which such
facilitation could take place, and I can think of two.
One, of course, is to ensure that the peace process
becomes institutionalised. Today we have a
situation where the peace process between the two
countries is not institutionalised. Talks are being
held at diVerent levels, but there could be a break, if
there were a major disaster in either country. The
key is to assist in institutionalising the situation.
How does one do that? It would be useful to find out
whether there are stakeholders in both India and
Pakistan who could try to ensure that the dialogue
remains on track, whatever the political relationship
between the two countries, in which case the UK
could play an important role in back channel
diplomacy.
The second matter that could turn out to be
substantial is something that both India and
Pakistan have talked about, although no attempt
has been made to find out what they mean. Both
President Musharraf and the Indian Prime Minister,
Manmohan Singh, have said that the future of
Kashmir could lie in making the line of control
irrelevant—there could be more transportation,
trade and communication between the divided parts
of Kashmir, and a greater sense of economic
activity. It is not clear whether they mean that that
would be the end result or the beginning of
something. However, the UK could play a positive
role in trying to flesh out what both countries mean.
The fact that, for the first time, the leaders of India
and Pakistan are using the same language is a
positive development.
Dr Price: May I make a quick comment? The UK’s
role could be positive or negative. There is a large
diaspora community in the UK from India, and a
large one from Pakistan, most of whose members
come from Mussafrabad in Pakistani Kashmir, so it
could be an advantage or a disadvantage to present
oneself as an arbiter.
Chairman: May I now switch the focus to climate
change and the environment?
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Q41 Mr Heathcoat-Amory: Has any of our
witnesses a view on the Indian position on climate
change and whether it is likely to alter? We are
familiar with the argument that India is a low emitter
of CO2 per head and that it will not accept the
imposition of external targets. On the other hand, its
emissions are increasing rapidly. India is an
enormous producer of coal, which pretty well means
sending pure carbon straight into the atmosphere.
There is no way in which the matter can be tackled
globally without Indian co-operation. Is there a
strong environmental movement at Government
level? Would India accept some controlling targets,
along with other similar countries? Is there going to
be movement there?
Mr Roy-Chaudhury: The Indian perspective could
be that we are seeing greater sensitisation on climate
issues. When the British Foreign Secretary was in
Delhi just after the report on climate change came
out, there was greater receptivity towards it and its
conclusions. However, I sense that Delhi would not
want India to be seen as the first or only country to
go ahead. Its position could be that it would like to
see a consensus emerge on the issues, and other
countries starting to moving forward. Then it could
become a win-win situation. I cannot see India
taking the lead on the issue. Whether it admits it or
not, it would look towards China and ask whether
the British Government were working with China
before they tried to work positively with India.

Q42 Mr Heathcoat-Amory: Does that position
contribute to the nuclear debate? Is it one of India’s
reasons for wanting to improve or increase its civil
nuclear programme, or is it an excuse?
Mr Roy-Chaudhury: My view is that the nuclear deal
between India and the US has very little to do with
nuclear power and a lot to do with India’s perception
of itself and its relationship with Washington. The
nuclear power element of the deal, if you look at it
closely, is minimal. Today, nuclear power accounts
for 4% of India’s energy demand—with a plan for
nuclear reactors in the next 15 to 20 years, we are
looking at that figure increasing to 10, 12 or 14%
That is, of course, a much larger proportion of
energy demand, but it is not going to solve India’s
energy problem and its energy insecurity. There need
to be other options.
Nuclear power, in a way, is a red herring. There is an
increasingly vocal environmental lobby, which has
protested against large dams, for example, being
built in India, and major policy changes have been
implemented because of its opposition, but there has
been fairly muted concern over nuclear power and
nuclear reactors. Partly, I suspect, that is because, in
India, nuclear power and nuclear reactors are seen as
part of security and defence, and it becomes a
sensitive issue, but there is no eVective lobby against
nuclear power in the way in which there is against
large dams, for example.

Q43 Mr Purchase: Any country that tries
simultaneously to have good bilateral relations with
Iran and the USA will have trouble keeping the balls
in the air. However, India has recently signed a

major pipeline deal with Iran, which will help it with
its energy security, while at the same time trying to
foster good relations with the USA. Is it possible for
India to find a way to keep both those balls in the air?
And just how important is it that it does?
Mr Roy-Chaudhury: To date, there is still no
agreement between India and Iran on a gas pipeline.
That is the contentious issue, and India has not
taken a decision on it. There are various talks taking
place between India and Iran, and there has also
been a trilateral forum.

Q44 Mr Purchase: Sure, but the intention is there, is
it not? That is all I am trying to tease out.
Mr Roy-Chaudhury: Yes, that is right—the intention
is there. India and Iran have a strategic relationship
of sorts—India has the second-largest Shia
community in the world after Iran. At the same time,
a relationship is emerging between India and
Washington. As we saw at the IAEA, when India
voted against Iran and in favour of Washington, its
relationship with Iran was predetermined to a large
extent by its relationship with Washington. So, my
sense is that it is going to be very diYcult to keep
both balls in the air. In terms of priority,
Washington is clearly a far greater priority at this
moment than Tehran, so I do not see practical
movement on the pipeline proposal between India
and Iran.

Q45 Mr Purchase: Not to press this too far, I
understand what you say about actually doing the
business, but the fact remains that India has an
interest in developing and keeping good relations
with Iran because, at some stage, all the technical
and other diYculties might be cleared and the
possibility of pumping gas will become a reality.
How does that fit with India’s new relationship with
America?
Mr Roy-Chaudhury: It does not fit very well, because
Washington is concerned that there could be
increased dependency on Iran in India and Pakistan
for energy resources, that Iran would be hedging its
bets and that US sanctions would be violated by
Indian companies dealing with Iran. Washington
would be very concerned at these developments, and
it has made it clear to Delhi and Islamabad that it is
not in favour of them.

Q46 Mr Purchase: So, would your money be on the
deal never happening?
Mr Roy-Chaudhury: My money at the moment
would be on the deal not happening. Practically, the
pipeline routes have to come through Afghanistan
or Baluchistan in Pakistan, which are very diYcult
areas in which to build pipelines and ensure their
security. Also, to date the Iranians and India and
Pakistan have not been able to agree on a pricing
formula for the piped gas. India and Pakistan
collectively have demanded greater concessions on
the price, and Iran has not really acceded to them.
Given the route of the pipeline, its security and the
pricing, it is not likely to happen. What will possibly
happen is liquefied natural gas supplies from Iran to
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India. They will be shipped, but they will not result
in the same dependency as a pipeline. The
dependency factor is the key to the pipeline.

Q47 Mr Purchase: Is that also the key to the
bilateral with America?
Mr Roy-Chaudhury: Well—

Q48 Mr Purchase: I am sorry to press you on this.
Mr Roy-Chaudhury: You are right. In the United
States, Senate and House of Representatives
legislation on amending US nuclear law includes a
section that requires India to have a very strong
policy towards Iraq. The resolutions of the Senate
and the House of Representatives have to be merged
in the next few weeks for definitive agreement to
come about. This is the key issue: if India accepts the
ruling that it needs to have a strong policy vis-à-vis
Iran, it is clear that the pipeline will not happen. If
there is a sense that India opposes the ruling, India
will be hedging its bets. The bottom line for me is
that the pipeline is unlikely, as it is not in India’s
strategic interests at the moment.

Q49 Mr Purchase: I have one more question,
Chairman, but I wonder whether anyone else wants
to make a contribution on that point.
Dr Smith: I can see that happening in the short and
medium term, but looking over the horizon, India’s
future energy requirements will be phenomenal and
any suggestion of energy shortages would have the
ramification of putting the incredible modernisation
and growth cycle on hold or perhaps even derailing
it. That could have a powerful impact on foreign
policy in the future, particularly if one takes into
account that India is fundamentally a very strong
and vibrant democracy. EVectively, allowing
economic growth to go oV the rails would have quick
and severe ramifications for any incumbent coalition
Government. That is something to put slightly over
the horizon.

Q50 Mr Purchase: Finally, Chairman, I turn to a
diVerent continent. India, like China, is courting
Africa like mad. We all wonder where it will lead and
Africa, being the continent that it is, has huge
potential. Does India have the capacity to invest in
that very long-term prospect with diVerent African
countries, while at the same time developing its
capacity and relationships in the shorter term, where
it may get a return on its money with countries that
are easier than Africa?
Dr Smith: There is that kind of capacity, and India
may well be concerned to find out more about
China’s long-term plans with regard to Africa, as
indeed many people are. There is a considerable

Indian diaspora in Africa, which has been there for
a long time. Perhaps that, too, lies behind the
interest in South Africa, because since the ending of
apartheid, many of the Indian diaspora have come
through and are now in quite prominent political
positions.
Dr Price: It is also worth bearing in mind that India
has a strong industrial base—for example, Tata cars
is setting up a big factory in Senegal, which is
appropriate technology. When we are talking about
south-south co-operation, Indian companies have a
very good advantage in selling their products in
African countries, where the level of technology is
perhaps not up to western standards, although there
is a big advantage in selling buses, cars and so on
in Africa.

Q51 Mr Purchase: Do you think there is a prospect
for medium-term returns, then?
Dr Price: I think the Tata factory in Senegal has cost
$1 billion or $2 billion, which is a huge investment.
The company sees the whole market in west Africa
as one where its products will, presumably, be very
profitable. There is also the question of energy.
India’s approach is very similar to China’s in trying
to diversify from middle eastern sources of energy.
There is a growing opinion in India that Africa could
be a market. It is trying to develop new markets, and
Africa is potentially one of them.
Mr Roy-Chaudhury: I disagree with both other
panellists on this one. My sense is that India does not
look at Africa as a continent in that sense. It looks
at it very much in terms of particular aspects—for
example, Gareth correctly referred to energy. For
India, energy is important in terms of investment in,
for example, Sudan—I think the second-largest
Indian foreign investment is in southern Sudan.
India does not have the capacity that China has in
moving into Africa, providing financial resources
and so on. Its priorities will, I think, relate to certain
sectors, whether it is automobiles somewhere,
energy elsewhere or whatever. There will not be an
Africa-wide policy, and it will look closer to home.
One area that is fairly neglected in Indian foreign
policy is Central Asia. There is considerable concern
in Delhi that, after east Asia, India’s Central Asia
policy needs to be boosted.
Chairman: Gentlemen, thank you very much. You
have given us a comprehensive and broad range of
information today, which is extremely valuable
because we are visiting India next week. I am
delighted that we have been able to cover all the
subjects that we were supposed to today, because
your answers were brief and you did not repeat
yourselves, which is great. I thank all three of you for
coming and I now conclude the proceedings.
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Q52 Chairman: Good afternoon. Gentlemen, thank
you for coming. We are, as you know, conducting an
inquiry on South Asia, and clearly both of you have
a lot of knowledge and expertise on one of the most
important developments, which is the rapid
economic growth that India is experiencing at the
moment and the rise of India in that sense. Could
you give us a sense of how that has impacted on the
global economy and the implications of that for the
United Kingdom?
Mr Wolf: I would argue—to be provocative—that
so far the impact of India’s rise on the global
economy is fairly modest, but it is potentially very
large. I qualify that by saying that it is important to
remember some of the magnitudes involved. At
current prices, which are relevant for the actual
market impact, the Indian economy is only 40% of
the size of the British economy and it is about the
same relative to the Chinese economy—it is very
considerably smaller. Its exports are roughly
equivalent to one sixth of those of China. Although
the openness of the Indian economy, measured by
trade ratios, has somewhat more than doubled over
the last 10 to 12 years, it is still, relative to China, a
closed economy. Trade ratios are less than half the
Chinese ratios, which are, admittedly, exceptionally
high, and the absolute level of exports remains well
below those of sizeable G7 countries such as
ourselves or France, let alone leaders such as
Germany, the US or Japan.
India has been opening and its exports have grown
a great deal—they are growing faster than the
economy—but it is still a relatively closed economy.
In other words, most of the activity is domestically
oriented, and its impact on the world through trade
in general has been relatively small. That is strikingly
true—you may want to come to this point later—of
manufactured exports. The same applies to inward
foreign direct investment. India remains a relatively
small recipient of inward FDI, again compared with
China—the ratio is something like 10:1.
Now let me mention the areas in which India clearly
has had a significant eVect already. The most
important, as we all know, is information
technology services, which have grown with
astonishing speed. Again, however, it is important
not to exaggerate their scale. Interestingly, India’s
exports of all commercial services are still smaller
than China’s, although the ratio is much closer than
it is for merchandised trade. Clearly, the existence of

Indian IT services has been a significant and, I think,
largely beneficial competitive force in the world. It is
the low-cost marginal producer of basic IT services,
and that sets the prices in quite a number of areas.
That sector is growing at phenomenal speed and can
be expected to continue to do so.
The other interesting area, which has arisen very
recently, is outward investment by Indian
companies. The Indian corporate sector is relatively
developed compared with China’s. After the
adjustment to the opening, it seems to me that it has
developed quite interesting overseas investment
strategies. Of course, the case of Tata and Corus is
in our minds, but there has been a lot of investment
in the region. So I would say that India’s impact is
nascent but not yet really significant.
I did not mention—perhaps I should—that it is one
of the factors, although again not a decisive factor,
in the tightening of the world’s oil markets. India’s
growth path is nothing like as resource-intensive as
China’s—India’s consumption of oil is only about
one quarter of that—but the growth is very rapid.
As for the impact on the British economy, I have
discussed the obvious areas. As we have seen, there
is an interesting investment, although it is small in
relation to other sources of investment. It is already
included in call centres, so it is already significant in
IT services and could become more so. However, it
is important not to exaggerate its present impact.
Lord Desai: Let me start by saying that, although
you say South Asia, you mean India. South Asia is
more than India. It covers Pakistan, Bangladesh,
Nepal and Sri Lanka. The rest of South Asia is much
more under par than it could be because of a lot of
local political troubles. Sri Lanka especially could be
a very prosperous country, but it has had civil law
for 25 years. Bangladesh is a troubled democracy for
reasons that are entirely personal and familiar, but
to some extent the divisions in South Asia are
holding it back from what it could be because in
terms of population, it is larger than China. That is
my first caveat.
Secondly, the lack of negatives is even more
important than the present and positive. Forty years
ago, we were worried whether India could feed itself.
We were worried about the fact that India loomed
large at a cost to the global community with its
famines and deaths. India has come a long way from
there, especially during the past 15 years. We shall
probably deal later with the many problems that
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remain, but to me the interesting part about India is
that, given its access to the English language, its
similar property rights and its legal structure, it
could adapt, change and grow more rapidly because
some of the transition problems are less in India than
in China.
That said, India is admirable in terms of what it has
done for itself rather than the impact that it has had
on the global economy. Unlike China, India
depends much more on domestic demand than it
does on exports for its growth, so it is a domestic
demand driven market. Also unlike China, as
Martin Wolf said, it is driven very much by its own
resources with foreign direct investment playing a
very small part. Perhaps India is an exporter of
capital, but I look forward to when India is an
importer of capital. It is about the third largest
investor in the United Kingdom so, from that point
of view, the way in which the UK economy has to
look at India in terms of size is so far not very big,
but let us look at all the synergies that are available.
For example, the India international film awards in
Yorkshire next year will be much more important.
Those sorts of connections with India will be much
more important with us than anywhere else.

Q53 Chairman: Do you think that the diaspora has
played an important role in the transformation to
which you refer?
Lord Desai: Absolutely. In a sense, I think that the
India diaspora is both the diaspora that came from
India itself and the diaspora that came from east
Africa. By and large, the diasporas have done very
well economically and integrated very well into the
structure. Those people maintain the context,
whether in respect of financial and cultural interests.
Even as I speak, a South Asia investment and trade
seminar is taking place in St. James. I spoke there
this morning. If a diaspora could get together here, it
would be a good way in which to tell the South Asian
native Governments to behave better than they are
behaving towards each other, but that is my dream.
We could really have a great weapon in a diaspora.
Mr Wolf: I mentioned the specific issue of IT
services. It is quite clear that the growth of the Indian
IT services industry has been fuelled significantly,
though not solely, by the acquisition of knowledge
and technology by Indian nationals working
abroad—particularly in the United States. Very
close connections have been created, particularly
between Indian businesses and what may broadly be
defined as American IT businesses. Those
connections are, to a significant extent, personal.
Lord Desai: I have one other observation. In the
1950s, when I was a young student, our ambition
was to go into the Indian administrative services.
The best that one could do was to go into the civil
service. Now, the best students do not go for
government jobs at all; they go abroad, or they go
into the financial services markets. One can see the
presence of the diaspora both in London and New
York—very bright young people abroad, who have
had access to education and who are doing
fantastic jobs.

Q54 Mr Horam: Let me for the moment leave aside
Lord Desai’s dream of the South Asian community
getting its act together, and concentrate solely on
India. Current rates of growth have been quite
high—regularly 6, 7 or 8% a year. Will that continue
in the immediate future? Are there concerns about
the current account deficit and so forth?
Mr Wolf: India has a very modest current account
deficit in relation to GDP. I think it is a little more
than 2%. I have the figures here.

Q55 Mr Horam: 3.5% actually, I think.
Mr Wolf: I think it was £25 billion. I can get the exact
numbers, but let us say it is 3%. The economy is
growing at anything between 6% and 8% a year, and
that may substantially increase with FDI, provided
things do not get messed up. There are very
substantial reserves of well over £100 billion, which
is nothing like China’s but is still very substantial.
Given those factors, I do not regard the current
account deficit as a significant threat. The internal
debt of the Government is a more interesting
question and we could perhaps discuss it, but I do
not regard external debt as a problem. It is not like
the situation in 1991. As a share of GDP it is more
or less the same as ours, and our economy is growing
at a quarter of the rate. India could probably grow
out of it fairly easily.
As a general proposition it is entirely appropriate to
say, and all theory should suggest, that fast-growing
developing countries should be expected to run
current account deficits, though that is not
happening in east Asia, of course. It just means that
they are net importers of capital, and we should
expect that. China is a huge and fascinating
anomaly—it has become the world’s largest net
capital exporter despite being the world’s fastest
growing economy—but that is completely unique in
history. That remark is a footnote, however. I do
not regard the current account deficit as a problem.
I tend to be one of those who are slightly more
pessimistic in the sense that, as you probably know,
there is a vigorous debate at present among
economists in India—the people involved—on
whether the trend growth rate in India is 6% or 8%.
I tend to the view that the rate is more plausibly
closer to 6% than to 8%, though it has been 8% in
recent years.
The main reason for that view is that, if the rate were
8%, that would imply an extraordinary, though not
completely unique, eYciency in the use of capital.
The investment rate in India is not much more than
half that of China, and although I am prepared to
accept that the investment return and the eYciency
with which capital is used are higher, it is diYcult to
believe that it is going to be that much higher on a
sustained basis. The population is favourable and is
not a constraint, but despite what many people say
the same will be true of China for the next 25 years,
so that is not a big diVerence.
If India were to sustain 8% growth on an investment
rate of about 25% of GDP, that would be
extraordinary, and I tend to think that 6% is safer.
That is the sort of number that my friend Shankar
Acharya—the longest-serving Government of India
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chief economic adviser—has suggested is right.
Others believe it to be higher, but I strongly believe
that 6% is sustainable indefinitely. There is an
enormous catch-up potential in the country; its
GDP per head of purchasing power is about a tenth
of that of the world’s leaders and about half that of
China. There is a tremendous catch-up potential.
They are not really using many of their opportunities
in manufacturing, most notably their
competitiveness—if they improve policy a little, it is
potentially very considerable in significant areas of
economic activity—and they have the domestic
demand engine which comes from their huge size.
They can achieve economies of scale internally, so
unless they mess up in a rather big way or there is
some disaster such as a war with Pakistan that turns
nuclear—something horrendous—I think that 6% is
very plausible; and then we can discuss how much
further north of that it could go. I tend to think that
they need significant further reform to be confident
of hitting 8%, but I regard 6% as pretty solid by now;
that is more or less what they have been achieving for
most of the last 20 years—and without much
diYculty during the last
five.
Lord Desai: I am more optimistic about that than
Martin, but on the balance of trade deficit I had a
hard time explaining to Peter Shore why there was
not a sterling crisis when the trade deficit is so large
nowadays. The capital markets are compensating
for trade deficits. I think trade deficits loom less large
nowadays. In terms of what Martin said, in my view
China savings rates are absurd; and given what
Chinese savings rates are plus the FDI flow, China’s
growth rate is not good enough, because if you think
of, say, 45%, that is about 2 or 3 percentage points—

Q56 Mr Horam: What is China’s growth at the
moment?
Mr Wolf: About 10%.
Lord Desai: If you say about 45% and if you get 2 or
3 percentage points as FDI, at 48% you are only
attaining a growth rate of 10% or 11%, whereas
India has 29% saving, with Government mis-saving
2 to 3 percentage points and hardly any FDI, so with
25% or 26% you are achieving a 6% to 8% growth
rate. So in terms of capital outward ratio, there are
two caveats. China has invested a lot in
infrastructure. It is very capital-intensive. When you
go to Shanghai, you realise it—all those roads and
the maglev—

Q57 Chairman: Have you been on it?
Lord Desai: They have spent millions of pounds
preparing for the future. India has been reluctantly
pushed forward in its infrastructure development,
and is not doing too fast a job on it. That is one
reason why the capital outward ratio is lower in
India than in China.
One more thing is calling for greater eYciency. In the
last six or seven years, the private sector has played
a much bigger role in India’s economic growth than
traditionally. The private sector is realising its full
competitive potential. It tends to be much more
eYcient with capital than the public sector. The shift

from public to private sector increases capital
eYciency, and you have a reluctance to go too much
into infrastructure. But that is temporary; sooner or
later India will have to come clean about
infrastructure. That is the only reason why I can see
the growth rate not increasing much faster. India has
to make more policy changes; India has the potential
for much higher growth.

Q58 Mr Horam: You say that India will eventually
have to invest in more infrastructure, but what sort
do you mean? Will it be schools?
Lord Desai: Mending roads, ports and airports, and
communications.
Mr Wolf: I regard power as the most important.
There are chronic shortages; but, even worse,
probably the biggest single source of capital
ineYciency in the private sector is the need of
virtually all companies of more than a tiny size to
have their own generators. Basically, it is a self-
generation system. That is a significant overhead
cost and a huge waste of capital. One could have said
this at almost any time during the last 25 years, but
it has become a very big problem. It is probably the
sector that they will find most diYcult to reform, for
reasons that we can discuss if you want.
Lord Desai: There is also the question of power theft.
In the best houses in Delhi, people divert power and
do not pay for it. So major reform of the power
sector is needed. Those are India’s big
infrastructure needs.

Q59 Mr Horam: Just looking at the figures on the
size of the service sector, I am astonished to see that
this year it makes up more than 50% of gross
domestic product—industry is 27% and agriculture,
22%. That is astonishing. We have been talking
recently about development models—that is an
unusual one.
Lord Desai: The reason is that India chose a
manufacturing strategy—a stagnating sector.
Indian manufacturing and the expanding public
sector—it is called the organised sector—is labour-
intensive. Given the labour laws, there has been very
little extra employment in that sector. Until the last
five or six years, the private sector was very much
constrained. India’s manufacturing sector is at the
high value added, capital-intensive end, rather than
low and medium-tech. In my view, India’s biggest
need is for much more rapid manufacturing growth
at the low and medium-tech end than has been the
case so far, for which I have been arguing in India.
India needs to change those proportions, not by
neglecting services, but by giving manufacturing a
much larger proportion. It can do that only by
having something like a 15% growth in
manufacturing per annum, which is feasible.

Q60 Mr Horam: Is that an objective of Government
policy, or something that you just hope will happen
naturally?
Lord Desai: There has been some rhetoric from
India’s Prime Minister about the need for rapid
manufacturing growth, because if they are going to
get people oV the land—about 40%—where are they
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going to go? They will go into low-tech
manufacturing. What other jobs could there be
outside agriculture? India has failed deliberately to
take that option. That needs to be corrected.
Mr Wolf: Let me add to that. You were talking
about something very important. India’s economic
structure and development path is unique. It is
anomalous, but because it is in such a huge country,
perhaps it is an exception that proves the rule. It is
unique. It has seen a period of relatively fast growth
and I think that it is the only significant economy
ever in which services have grown faster than
manufacturing.
In addition, the service sector is much less labour-
intensive than one would normally expect. That has
to do with the fact that skill-intensive services have
become such a big factor. There is a very interesting
International Monetary Fund paper co-authored by
its chief economist, who is himself Indian, of course,
which discusses the extraordinary skilled labour
intensity of the service sector. So although it is large
in GDP terms—more than half, as you said—its
share of employment is less so. Agriculture, which
has a very small share in GDP—less than 20%—has
a much higher share of employment. That is to do
with the point that Meghnad made about poverty
and growth.
That raises a question about development and
sustainability. I tend to think that a structure in
which manufacturing and services grow at roughly
the same rate of probably 9% or 10% a year, and
agriculture at 2% or 3%, is sustainable. However, it
does not—this is one of the points that the IMF
paper makes very clearly—generate employment
opportunities for the vast bulk of the population.
Employment in those two sectors has grown
incredibly little. I shall provide two figures:
organised manufacturing—manufacturing by
medium and large scale businesses that record their
employment figures—employs only about 6 million
out of a labour force of 600 million. In the IT services
industry—I am talking about recognised and well-
known firms and businesses—that figure is a little
more than 1 million.

Q61 Mr Horam: IT services is only 1 million?
Mr Wolf: A little more than 1 million.

Q62 Mr Horam: Out of a total labour force of 600
million?
Mr Wolf: Defining the labour force in India is of
course a term of art, but at the very least, it is
probably 600 million or so.
Of course, those numbers are all debateable because
they rest on Indian statistics and definitions. I do not
want to go through them, but everybody who looks
at them will agree that employment growth has been
an enormous problem in India and has not worked
as well as GDP growth. That is to do with the
relative lack of labour intensity in the growth of
services and, in particular, manufacturing, and the
relatively slow growth of manufacturing. In this
sense, the manufacturing growth needs to be higher.
You asked what could be done to change this. The
short answer is that there would have to be change

in a number of policies that aVect the relative costs
of producing labour-intensive manufactured
products in India compared with east Asian
countries. The most obvious competitors are China
and Vietnam.
The major costs relate to subjects of which I am sure
you are aware: the reservation policy to the small-
scale sector—a lot of products are reserved to the
small-scale sector and so cannot be produced on a
competitive scale; the labour laws, which make it
extremely diYcult for medium and large-scale
businesses to adjust the size and structure of their
business rapidly, as it is essential to do in such
businesses—we need only to consider Chinese
companies in this sort of area; the power sector,
which we have discussed and where there is a
significant handicap; and the whole infrastructure
and ports business, which is unbelievably important
if you are going to be in export-oriented, labour-
intensive products where you have to turn stuV
around really quickly. China has wonderful ports
and India does not.
So, India would have to do a lot of things to
accelerate the process. Most people do not think that
that will happen. Thus, it is reasonable to assume
that the structure will remain as it is, but it is a
peculiar one. My view is that it is an important
constraint not only on the ability to get to 8% growth
but, more importantly, on the ability to spread the
benefits of this growth more broadly.

Q63 Mr Hamilton: That dovetails into my question,
which I think the witnesses have partly answered
between them: to what extent are the labour laws
preventing significant growth in employment from
occurring and therefore contributing to the huge
poverty that still exists? Why is India still so poor?
Lord Desai: I draw an analogy between the Indian
employment structure and the Indian caste system.
The best jobs are reserved for the best people, and
they are restricted in respect of organised sector
employment and public sector employment. Such
jobs are inflation-proof, tenure-proof and so on, but
they are for very few people. The labour laws
restrictions, which are done for all sorts of good
reasons, have meant that in India it is diYcult ever
to close a factory down. They make it impossible to
go bankrupt, to sack anyone and or to close a
business down.

Q64 Mr Hamilton: So what happens if you go out
of business?
Lord Desai: You have to go on being involved and
there are all sorts of elaborate legal procedures to go
through before you can shut your business down; the
lack of an exit strategy is the most absurd thing in the
world. It has meant that while there has been some
movement to go around the law by starting factories
that are just below the size where the labour laws
start biting, you do not realise economies of scale
and you remain quite non-competitive in terms of
exports. India’s manufacturing growth in what is
called the informal sector is haphazard and is not
suYcient either to make India competitive or to
expand employment very much.
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There is a big battle about these labour laws. The
Government’s left-wing partners are the biggest
opponents of any relaxation in labour laws, because
the people who are in the best jobs are the most
trade-unionised people. They are a powerful
political lobby. Many people, including Martin and
I, have been urging the Government to reform the
labour laws and to try to find ways around the
situation, but there has been little movement on that.
India has bound itself in self-imposed chains by
sticking to those labour laws. That means that lower
down, people are in the much worse and much less
well-paid jobs, where health and safety requirements
are not satisfied. There is a hierarchy of increasingly
worse jobs for the poorer and poorer people.

Q65 Mr Hamilton: So are you suggesting that if the
labour laws were changed and brought into line with
most of the western capitalist world, we would begin
to see a relief of some of the poorest areas? Perhaps
Mr Wolf could come in on this.
Lord Desai: Absolutely.

Q66 Mr Hamilton: Martin Wolf said earlier that
growth is about 6%, or perhaps a little more, and
could carry on indefinitely. Few countries in the
western developed world have that kind of growth
rate. In fact, most of us would be jealous of that
growth rate, but I should have thought that it would
produce quite a lot of employment and thus relieve
quite a lot of poverty.
Lord Desai: Let me give you an example. China
doubled its manufacturing labour force between
1983 and 2003. In 20 years, its manufacturing value
added went up eightfold and the labour force
doubled. India has achieved nothing like as great a
growth in manufacturing. If it were to achieve that,
as I was saying before, the relatively unskilled
manual workers who are currently on the land could
be put into factories. That is the oldest form of
development that we have known.
India has bypassed that way. That is why we have
vast underemployment in rural areas and a lot of
urban underemployment as well. They are not
finding the jobs that they could have in decent
factories and so on because the labour laws prevent
any firing if they are hired. If you cannot fire, you
will not hire.
Mr Wolf: Let me add a few points. Some data in one
of the columns that I was re-reading today, for
obvious reasons, reminded me that a study—I think
by the World Bank, but I am not absolutely sure—
found that in the 1990s, economic growth averaged
6.5% and employment growth averaged 1%. That is
an extraordinary discrepancy. The implication, of
course, is that productivity is growing very fast. Part
of that is good—productivity should grow fast—but
part of it is clearly substitution away from labour
and toward human and physical capital.
That relates to your point about labour laws. I think
that there is more to it than labour laws, and I will
come to the other things, but essentially, what India
has is a pretty extreme version of a dualist labour
market. That is to say, there is a relatively small
modern segment that, if you threw in the public

sector, probably employs something like 5% or 6%
of the labour force on wages and in conditions that
we would not necessarily regard as particularly
satisfactory—at least the wages—but that are
extraordinarily favourable compared with what
people outside it enjoy. This is the essence of the
dualist model: those who are insiders are completely
protected against pressure from the outsiders.
To reinforce Meghnad’s point about bankruptcy,
according to the World Bank’s report “Doing
Business”, an interesting comparative study of
business conditions, bankruptcy in India takes 10
years if everything goes well. It is, I think, the slowest
in the world. You can check that, but it was the case
in last year’s report. I have not looked at this
year’s report.
It is important to stress that although I think that
creating a more unified labour market would be very
beneficial in India and would accelerate growth in
the modern sector, there are other significant
reasons why it is diYcult to generate labour-
absorbing growth on the scale needed. India still has,
although it is improving, a very considerable
illiteracy problem, much larger than China’s. The
standard statistics suggest that literacy is about 65%
in the population as a whole and less than 50% in
women. Obviously, in modern factory work, it is
really quite important that people can read basic
things. China’s literacy rates seem to be much closer
to universal. They are not universal, but considering
that you have to learn 2,500 characters to be literate
in China, it is quite incredible that they have
managed it. It is one of the great achievements of
modern China; it is staggering.
Secondly, India—although this is not unique to
India, and China has it too—has an enormous
regional problem. That is to say, those areas of the
country, which probably contain close to half the
population, where growth is slowest, the incubus of
the caste system is most pernicious and illiteracy is
highest are also the areas that have the highest birth
rates. There is a real problem in absorbing the
population which, as it were, is burgeoning where
growth is not.
Such problems would exist anywhere in such a
gigantic country. Getting rid of the labour laws
would not suddenly transform those huge social
problems and the fact that the population is still
growing rapidly. It is 6% growth, but it is only
something like 3.6% or 3.7% achievable per head;
you have to remember that the population is still
growing. In that context, absorbing all the people
into jobs is very hard anyway. I would argue that
changes in labour laws, in labour restrictions, and
other things that would accelerate the growth of the
modern manufacturing sector would be an
important help. It is a necessary condition for
improvement; whether it is suYcient on its own to
transform the situation that you describe is open to
question. There are a lot of other things, and
anybody who observes the Indian economy, and
above all India’s own economists and policy makers,
would agree that there are other enormous issues.

Q67 Mr Hamilton: I shall raise one minor technical
point, if I may. You mentioned, Lord Desai, that it
can take, if you are lucky, 10 years to go into
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bankruptcy. Can you explain that? In the UK, if you
go out of business and are insolvent, the banks just
shut you oV. You have no money to pay your wages
and no income, and you literally have to stop
trading. What happens in India? Do the banks just
carry on paying, or who pays the wages—the
Government?
Lord Desai: As far as I can guess, you have to go on
paying compensation to the workers if you are not
actually running a factory. Yes, you have to go to
banks and go on borrowing, because you are not
legally allowed to shut down a factory and actually
sack workers until you have satisfied a number of
requirements across a number of diVerent
Government agencies and satisfied them that you
really are bankrupt. If you say that you are
bankrupt, you are thought to be lying, so you start
from that. I have heard of the experience of a friend
of mine who belongs to an older Delhi textile family.
Just to clear the land on which their factory stood—
it had been shut down—and rebuild on it took them
21 years.
Mr Wolf: Just to clarify, in the old days—I do not
know whether this still happens; I believe that it does
not—the Indian Government simply took over such
companies. There was a very large number of
companies that were referred to as the “sick
industries.” Much of the textile industry fell into that
category. Those companies were permanently kept
in being and they were a tremendous problem
because they were a dead-weight on the market. My
understanding—I am not an expert on this—is that
that policy no longer exists to the same degree, so a
company can die. Of course, the jobs disappear if a
company actually dies, but you cannot restructure it.
You cannot restructure the assets, sell oV or go
through a normal bankruptcy procedure. You have
extreme inflexibility in exit. What you certainly
cannot do—this is the crucial point—is lay oV
workers while you are still a profitable concern.
Once you have a worker in the organised modern
sector, you can buy them out, and lots of very
profitable companies do buy people out, which is
quite expensive, but actually laying oV workers is
enormously diYcult. For that reason, starting a
company in areas in which such flexibility might be
necessary is very risky for an entrepreneur. That
does not apply to the IT services industry, which is
growing at 30% or 40% a year anyway and does not
want to lay anybody oV, so it is not a huge issue. But
in many sectors—clothing is an obvious example in
which the east Asians have done very well—that sort
of flexibility does not exist, short of the collapse of
the business. That is obviously not something that
an entrepreneur wants to contemplate.
Lord Desai: The other interesting thing about India
is that it had one of the best textile sectors at the time
of independence. It was a globally competitive sector
but Government regulations made it sick and shut it
down. Now, with the multi-fibre agreement, there is
a lot of scope for expanding textile imports, but
India is already hurt.

Q68 Mr Illsley: This “not closing the companies”
bit is very appealing to new Labour, obviously. We
go from the sublime to the ridiculous—we have the
easiest country in the world in which to close down
businesses.

I move from the incredible area in which there is a
need for labour law reform to a couple of points on
the economic reforms that have already been
introduced by the coalition Government. A couple
of examples are the economic zones and the
common VAT system across the states, which is not
universally accepted. How successful have those
reforms been?
My next question is on a suggestion that has been
put forward by an Indian academic, Gurcharan Das.
It is totally at odds with what you have been saying,
Lord Desai. He coins the phrase of a “green
revolution” in agriculture to put resources into the
rural sector. He is talking about encouraging private
capital to move from urban to rural and to use the
land, the natural resource of India, rather than the
lower end manufacturing growth that you
suggested. He appears to be talking about
addressing the agricultural sector and getting
improvements there. Is there any benefit in that, as
compared with your suggestion? Is that sensible or
does that need to be addressed?
Lord Desai: India had a slow growth pattern for 15
years, roughly towards the end of the 1990s, because
agricultural growth was substantially lower than
growth elsewhere. I have not seen agricultural
growth rates of 7, 8, 9 or 10%. I do not see how, even
given phenomenal resources, Indian agriculture
could be made to grow at those rates. What is
happening right now is that there is some
diversification in terms of horticulture, market
gardening and things like that. But eventually my
calculation would be that there is no reason to starve
agricultural resources, but that is not going to be a
way out in terms of employment generation. You do
that to alleviate the rural poverty of those who will
stay on the land. You are going to get a lot of people
oV the land. There is no economy in the world that
has 60% of its people on the land and earning wages
comparable to urban wages.
People say these nice things about agriculture
because it looks nice and you are being friendly to
agriculture and so on. But it is an excuse for not
doing what obviously needs to be done, can be done
and has been done elsewhere. And it is not our
concern. Depending on what kind of green
revolution it is, if it is demanding of water, power
and, say, chemical fertilisers, there will be a
horrendous problem in terms of both environmental
eVects and the environmental lobby. The first green
revolution was very good for India. It lifted the food
surplus constraint on Indian growth. India has
plenty of food there. That is not a problem. The
current need is to raise incomes in agriculture. It
involves either the number of people, or, hopefully,
increasing production fantastically. I am sceptical
about that.
Mr Wolf: May I comment briefly on something very
provocative? Even most supporters of the present
Government would not argue that they have been a
great reforming Government, for very deep reasons.
I certainly feel that the important reforms that set
India on its present growth path were the reforms
that occurred in the two or three years after 1991—
the June 1991 crisis. There have been subsequent
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moves broadly in the right direction, but pretty
modest ones. There has been further trade
liberalisation, which I think has been important in
accelerating trade growth.
This Government have begun to be quite sensible in
bringing the private sector into the infrastructure—
airports, for example. That is beginning to let the
domestic modern sector into retailing, which is
potentially quite significant in India. But the reform
process has been pretty slow under both
Governments, because of the vested interests at
stake. They did a lot after 1991, because they were
responding to a significant crisis, and that
accelerated reform, and Manmohan Singh, as
Finance Minister, and the then Prime Minister
seized that opportunity.
The special economic zones—the free trade zones—
are, in my view, completely irrelevant in the Indian
context. They are too small. They are small gesture
politics. It is far more important that the
liberalisation of trade more broadly occurs, which
will allow them to exploit opportunities in trade
better because they are getting inputs at world
prices. One of the most important reasons for the
acceleration of Chinese export growth is that China
can get inputs. Its exports at world prices are very
input dependent.
Let me just talk about agriculture. First, I should
like to give some data. Between 2000 and 2004,
India’s agriculture grew by just 2% a year in real
terms, against 3.4% in China, according to World
Bank figures. Agricultural growth has been slow and
is a big problem for the incomes of much of the
population, but I broadly agree with Meghnad that
the growth in agricultural output in an economy in
which most food goes to domestic demand must
obviously be related to the rate of growth in demand
for foodstuVs. Non-foodstuV agriculture is not so
important in India. It produces some cotton, which
is not a huge crop, but its basic crop is foodstuVs.
We know from one of the best-known economic
propositions, which goes back to the 19th century,
that in a growing economy when the demand for
agricultural products—foodstuVs—rises above
subsistence level, it grows more slowly than the
economy as a whole. At the margin and as people
become better oV, they spend less on food and more
on other things. That is a sign of prosperity. India is
already at the level at which that is certainly the case
for most people. That relationship suggests that the
demand for agricultural output will not grow
anything like as fast as the economy, so if India
manages to accelerate the growth rate of foodstuVs
dramatically—it will be very diYcult—it will have to
think about a rapid increase in exports.
The world market for agricultural products,
particularly many of those produced in India, is not
good, partly because of the sort of problems that
smashed up the Doha round. It is related to
liberalisation. I do not foresee India having the
resource base to be an agricultural food exporter on
a huge scale. It is a large country, so exports would
have to be on a huge scale to make a diVerence.
By and large, agriculture is a trading sector in terms
of development and growth when one gets beyond
the subsistence sector, and that is normal, as

Meghnad Desai pointed out. Clearly, agriculture
could do better than it has done, and it is reasonable
to try to improve its eYciency and to increase
growth, or India will become too dependent on
imported food, which it has avoided so far.
Essentially, in a large country, unless it expects to
become extraordinarily open, any model of growth
must be reasonably balanced, and that means that
agriculture tends to grow more slowly than other
sectors and agricultural incomes rise because labour
transfers elsewhere from agriculture. Given the sheer
scale of the agricultural labour force, it is
inconceivable that that model will not apply in
India, which means simply that it must generate
additional jobs elsewhere. There is no way round
that, even if it does very well. Part of what happens
when improving productivity in agriculture is that
labour is freed to work elsewhere without reducing
agricultural output. That is an important part of the
development process.

Q69 Mr Illsley: So economically, is not that idea a
complete non-starter?
Mr Wolf: Well, all I am saying is that this is the
desire to find one lead sector. India is too big to have
one lead sector, so it is important to say that it
cannot be led by export-led growth, because it is too
big and it cannot be led by manufacturing alone. It
needs a balance among those activities. Industry and
agriculture have been too weak, but services have
been wonderful. One cannot possibly imagine that
agriculture alone will increase India’s growth.

Q70 Mr Illsley: A few years ago, we were told that
China’s growth rate had to be, in simplistic figures,
7 or 8%—it may be 10% now—in any year simply to
accommodate the number of people coming into the
labour market. Presumably the same applies in
India, and I think that you mentioned 6 to 8% and
that the work force increased by only 1%.
Mr Wolf: Because the growth pattern was so
extraordinarily non-labour intensive and the
implied productivity growth was so high, without
changing that—it must change through the sort of
policies that we are discussing—I would guess that
the labour force is probably growing by around 2.5
to 3%. I do not know the exact figures, but given
India’s demography and the past bulge in fertility,
employment must grow, at the very least, by around
3% a year.
For employment to grow 3% a year, given past
patterns, growth probably has to be sustained at 8%
a year at least. To start really cutting into the
backlog of excess labour underemployment in
agriculture—particularly family labour and all the
rest of it—growth would probably have to be
around 10%. That is not unfeasible in India, but it
would take a lot of change to achieve it. Given that,
I should have thought that most people would agree
that it is desirable to increase the employment
intensity of growth as well. That is a very big theme
in India, and it touches on education, the cost of
labour in the modern sector and all the other big
policy issues that we have discussed. Almost
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anybody looking at India now would argue that
employment creation is not an area in which things
are going as well as one would like.

Q71 Sandra Osborne: To what extent do you feel
that the bureaucratic and ineYcient administration
of India, along with corruption, is an impediment to
economic development, and what can be done to
change that?
Lord Desai: This may sound heretical, but I do not
think that corruption is an obstacle to growth. China
is fairly corrupt, and it is growing very fast. The
whole Asian experience is to be corrupt and deliver.
African corruption does not deliver, but that is
another story. Some of the corruption is basically
division of the spoils between the very rich, and who
cares about that? The corruption that really matters
is the petty corruption that prevents people from
starting businesses such as shops and stalls. That is
the big obstacle to people who want to get on. India
is one of the most politicised societies there is. It is
deeply democratic and everything is politicised, so
every job—such as that of a policeman—is a
political patronage job. It is very hard to sack
anybody or to have them up for corruption,
although everybody talks about that. There are
some enormously eYcient, young, innovative public
servants, and there is a lot of visible corruption. The
thing about India is that, given all that, somewhere
along the line it has managed to double its growth
rate.

Q72 Sandra Osborne: So it has grown in spite of the
public sector rather than assisted by it.
Lord Desai: Yes. It is a cost that people just carry.
For example, the special economic zones are devices
designed to milk business men for party political
finance; they are land scams. They are so small that
they can have no serious economic impact. The local
government gives an SEZ to a local business man,
who passes on a large sum of money—say 100
million rupees—to the party fund. I am sceptical; I
tend to discount that sort of thing. It is a cost that
you carry, and you get used to it.
Mr Wolf: I am going to disagree. The question is
interesting. At what stage and in what way is there
corruption? There is a famous joke in India about
why the IT sector did so well, having come from
nowhere. The joke is that it did so well because the
Government had no ministry for it. It is correct that
in India, perhaps more than in any other successful,
developing country, the more neglect there is the
better. The crucial thing that happened in the early
1990s—it started under Rajiv Gandhi in the 1980s—
was that the Government stopped getting in the way.
They had had a very elaborate system—the most
elaborate that I have ever come across—to stop
businesses doing things. It was astonishing; that is
what the structure was designed to do. Then they
stopped stopping them, and that made a big
diVerence, given that India is still a very poor
country with tremendous potential for improvement
in productivity and growth, starting from a low
level. Its GDP per head is probably only one tenth of
that of the world leader in purchasing power parity,

and there are lots of skilled and able people, so you
would expect it to grow once you stopped getting in
the way. That is the first point.
Secondly, the ineYciency of the public service,
broadly defined, which is shown in things such as the
failure to provide infrastructure and deliver basic
services, is quite an important constraint. That
relates it to the politics, and there you get a real
understanding of corruption. Meghnad talked
about the power supply. Many state governments in
India have been elected on the proposition that
power should be provided to farmers free—I mean,
literally, free. You can imagine the consequences. Is
that a corrupt deal? I should regard it as a corrupt
deal, but you could regard it as just politics. It is a
strange politics, but it is politics.
On the question of how far corruption itself is an
obstacle, there are two big points. The evidence from
analysis in development economics is that
corruption is an obstacle—other things being equal.
Other things can oVset it, and by and large rich
countries are less corrupt than poor ones, for very
good and obvious reasons. It is a chicken and egg
thing. As countries get richer, people find corruption
less tolerable. It happened in this country and in
many other developed countries. People can earn a
decent living other than from being corrupt oYcials.
That is an important change. One thing we
misunderstand is how important it is to live in a
society where it is possible to earn a decent living
other than from being a corrupt oYcial—in many
countries, half the decent income-earning
opportunities fall into that category—and it is one
reason why corruption diminishes over time.
Meghnad made an important point; it depends on
how corruption works. In China, as I understand it
from discussions with people, a corrupt local party
boss takes a share of the spoils. You buy him oV and
give him a share once you set up your company, but
once you have done that, you get the service. It
delivers; it works. It is an overhead, but not a giant
overhead. Once he has agreed, his lower oYcials do
not get in the way.
India’s is a much more competitive form of
corruption. There is a complicated administrative
structure. Getting things through the legal system is
a famous story in India, and you may have to bribe
everyone all the way down the chain. That may
mean a lot of people.
Lord Desai: Much more democratic corruption.
Mr Wolf: It is a much more democratic, competitive,
open system of corruption. Everyone is for sale,
instead of just a few bosses. In the literature, there is
a lot of theorising about how corruption works.
Many people would argue that the first form of
corruption, monopolised corruption, is less
ineYcient than competitive corruption. You can see
why that might be. Even though the standard
measures of corruption, which you can look up on
the World Bank indices, show that India and China
are similar, the impact of corruption is diVerent
because its fine structure is diVerent. India’s
corruption is more pernicious. That argument is
plausible, but it is diYcult to demonstrate.
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It is reasonably clear that there needs to be an
enormous amount of growth in India: improved
opportunities for people to earn money outside the
public sector, accompanied by a big transformation
of the public sector. The public sector needs to be
much smaller and its staV much better paid.
Everybody knows that it has at least two or three
times as many people as it needs, and that they are
paid far too little. It is a pretty good recipe for
corruption. That huge political and economic
problem will not be solved soon, so India will have
to grow as it does now. If it could sort out the public
sector, which the Prime Minister himself said was the
biggest priority, it could grow much faster.
Lord Desai: One great anomaly of Indian politics
today is that the Prime Minister is known not to be
corrupt. We have not remarked on how the Indians
say that he is the only non-corrupt person in politics.
It implies that everybody else is corrupt, but nobody
talks about that.

Q73 Sandra Osborne: May I take you back to
power, which you have highlighted as a problem? I
understand that the Government are talking about
selling oV stakes in power companies. Do you see
that as a positive and think that the possibility of
privatisation or public-private partnerships will
improve power infrastructure?
Mr Wolf: I have not followed the very latest
developments—although Meghnad may have—but
my understanding is that there has been a lot of
discussion over a long period regarding privatisation
in this sector. One of the most interesting examples
of that was the Indian Government’s policy in the
early to mid-1990s of trying to get in private sector
providers of power under guarantees from central
Government. That happened because the problems
are at state level—I should have mentioned that
power is a state-level issue under the Indian
constitutional arrangements as that is one of the
reasons why central Government finds it diYcult
to fix.
By the way, one of the most famous stories that you
may want to look up involves an Enron plant in
Maharashtra. The story ends very messily, but the
fundamental point is that you cannot privatise the
staV without fixing the tariV issue. The fundamental
issue is pricing and in many states—I do not know
the exact proportion—the pricing is set by the state
through political and regulatory processes. Those
prices would not allow a private producer to cover
costs. Therefore, privatisation is irrelevant as you do
not get additional supply.
In addition, as Meghnad rightly says, there are
staggering losses from theft and people must have
the ability to prosecute thieves eVectively through
the courts or stop it happening in some other way.
Again, you need the support of state machinery to
do that, which people do not currently have. There
has been a lot of discussion regarding bringing the
private sector into the power sector, but unless those
issues are transformed—and I do not believe that
they have been—it cannot be done because,
basically, it is not profitable to run a private sector
power network.

The issues cannot be dealt with without the
willingness to confront the most powerful power
pressure group in the country: farmers. We have to
understand why that is the case. In many states
farmers are dependent on tube wells, which are the
source of water and irrigation. The people who
benefit from large-scale irrigation projects do so for
free because water is not properly priced. That leads
to a very strong political lobby to make sure that
electricity to work tube wells is not properly priced,
which in turn means that a lot of the power is free
and you cannot get anywhere. There really is a big
political economy problem to be solved in order to
fix the power sector, which is why it has not
happened.
Chairman: I am conscious of time as we have other
witnesses. I would just like to bring in Eric Illsley and
then you can put any further points.

Q74 Mr Illsley: I have a few further questions. We
have already touched on one; it relates to the idea of
free power to farmers.
There has been a suggestion that as India’s economy
increases, a growing middle class will produce
pressure for reform. However, balanced against that
is the argument that because of the highly developed
democracy in India, any political party can promise
social protectionism, which will play well with the
part of the Indian population and will militate
against reform. Would you say it was the latter
rather than the former?
Lastly, is the UK suYciently engaged in trade with
India or are there barriers? If so, can they be
removed and are we co-ordinating our organisations
well enough to get into Indian markets?
Lord Desai: On the first point, I think that reform
has to be a consensual process in India and therefore
it is slow-moving. Over the last 15 years, there has
been an irreversible movement towards reform with
no major setbacks or reversals, but it is slow:
privatisation is slow and at each stage everyone must
be brought on board and all political parties must
participate in the process.
However, there has not been an articulate reform
lobby that is politically powerful. It is a fairly élite
lobby consisting of some of the chambers of
commerce—they have only very recently become
reforming as for a long time they were just
supplicants for Government help—and some party
intellectuals who are not suYciently powerful to
help. It is interesting to consider what happens when
the Government get out of the service sector. For
example, the telephone service used to be extremely
corrupt. When mobiles came there was one-oV
initial bribery to get the licences, but now they are
very glad that they privatised the operation. That
kind of middle class wants more things like that, but
it does not have the political clout to achieve them.
The UK is probably not doing enough. One story
that I heard is that Indians who want to import
technology go to America; they do not come to the
UK, because the UK is no longer at the forefront of
the technology that Indians want to buy. That is
only anecdotal evidence. I have read the report that
the House of Commons Select Committee has
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produced, but I do not think that anybody is
suYciently engaged. I am on some of the taskforces,
but nobody is suYciently engaged. It is not a big
enough matter to the UK economy; it is a small
thing.
Mr Wolf: I agree with Meghnad about the reform,
and the direction of reform is clear. The vested
interests against it are very potent because of the
fragmented nature of Indian politics. There are all
the Communist parties that represent organised
labour and so on, so that slows reform. The
additional factor, which is very important, is that,
because of the nature of the reform process and how
it has worked, and the fact that India, quite rightly,
has a mass democracy, the reform process has
probably not brought large benefits for the majority
of the population of India, although it has not
brought large costs either—it is just irrelevant;
people are still subsistence farmers. You have to fix
that, and that is about ensuring that the
development process is widely shared. The huge
challenge is to use the gains to deal with these big
social problems, but the direction of reform is clear.

Witnesses: Ms Victoria Schofield, Journalist and author of Kashmir in the Crossfire, and
Professor Sumantra Bose, Professor of International and Comparative Politics, Government
Department, London School of Economics, gave evidence.

Q75 Chairman: Welcome, Ms Schofield and
Professor Bose. As you know, our inquiry is looking
at South Asia as a whole, but some aspects of the
region are clearly particularly diYcult. What we
hope to get from the two of you is a deeper
knowledge particularly of the Kashmir question.
May I begin by asking whether you could clarify the
Indian position on Kashmir? I understand that India
always talks about the Simla agreement as the basis
for discussions, but I should be interested to know
what its attitude is to the United Nations resolutions
and the whole origins of this current situation.
Ms Schofield: As you rightly say, the Indian position
does take the Simla agreement now as the basis for
negotiation, and that is to be on a bilateral basis with
Pakistan. Previously, prior to Simla, the
international community was involved by definition,
because of the UN resolutions, but the Indian
Government saw the Simla agreement as an
opportunity to depart from having any international
mediation or, indeed, facilitation. That situation has
changed slightly in recent years, but ever since 1972
their stated position was, “This is a matter between
Pakistan and ourselves and we do not want any
mediation at all,” which was contrary to Pakistan’s
position; it was only too eager to have mediation.
The situation regarding the UN resolutions, from
the Indian point of view, is that they are absolutely
obsolete, and India has never regarded them, since
1948–49, as a basis for negotiation. The Pakistanis
have suggested that India has reneged on the holding
of a plebiscite, but the Indian Government’s
position is that according to the agreement—the
prerequisite before the plebiscite could be held—was
for troops, or the invaders, so to speak, or in other
words the Pakistani-sponsored troops that were in

I do not really know enough about the UK’s
involvement, but one of the diYcult things that we
have to define is the nature of our oVer, and this
relates to what Meghnad says. What do we oVer
India in terms of economic relations? Well, we oVer
a diaspora, which is very important, and we oVer
strength in financial services, which is pretty
obvious. So there are areas where our companies can
get in in a big way. But clearly, if you are talking
about providing capital goods and modern
manufacturing technology or modern IT
technology, people will go to other countries; they
will go to Germany and Japan for their motor
vehicles and to the United States for the IT business.
So we have to define our competitive advantage very
carefully.
Chairman: Thank you, Lord Desai and Mr Wolf. It
has been a very useful sitting, and we have covered a
great deal of ground. When the Committee is in
India next week, we shall be better informed and we
may ask more pertinent questions than we might
have done. Thank you both for coming.

the state of Jammu and Kashmir, to withdraw. So,
whereas in all publicity we see the Indian
Government criticised for not holding the UN
plebiscite, from their position—and it is strictly from
the Indian Government’s position—the
arrangements for the holding of a plebiscite were
never adhered to. In other words, Pakistan never
withdrew its troops, so the plebiscite could not be
held; but today in 2006 the Indian Government
completely considers that time has moved on and
there is no question of holding a plebiscite and no
question of following the recommendations of the
UN resolutions.
Professor Bose: The Indian stance on Kashmir is
characterised by some ambivalence, because, for the
home audience in India, Indian oYcials tend to
emphasise that Kashmir, including the “Pakistani-
occupied” portion of Kashmir, is an integral part of
India, with the obvious implication that the matter
is settled, and was settled long ago—in the 1950s, in
fact. On the other hand, for the international
audience Indian leaders do say that there is a
bilateral dispute with Pakistan, in which case the
matter is not settled. A second dimension of
ambivalence is involved, in that India still formally
lays claim to the Pakistani-controlled part of Jammu
and Kashmir; but at the same time, for the last 50
years, since the mid-1950s, Indian leaderships have
both privately and publicly made it known that their
first preference would be the conversion of the line
of control in Kashmir into the formal international
border with Pakistan. So a double ambivalence is
involved.
There are two reasons for Indian oYcials’ emphasis
on the Simla agreement. First, the Simla agreement
for the first time characterised the Kashmir dispute
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as a bilateral problem between India and Pakistan,
rather than one necessitating international
intervention by the UN or some other third party;
but equally significantly, it was the Simla agreement
of July 1972, negotiated between Prime Ministers
Indira Gandhi and Zulfikar Ali Bhutto, which
renamed the ceasefire line running through Kashmir
as the line of control, and according to the language
of the agreement both countries undertook not to
violate that line, without prejudice to the recognised
legal position of each country on Kashmir. India is
very much the status quo power in the territorial
dispute over Kashmir—hence the emphasis on the
provisions and principles of the Simla agreement.
Chairman: Thank you. That is very helpful.

Q76 Mr Hamilton: What I am confused about is
that at a time when many areas of the world that are
claiming independence and self-determination are
getting that, through UN resolutions and
international pressure, Pakistan’s claim—that
Kashmiris should decide for themselves what their
status should be—is being ignored by India. India
says, as you both rightly said, that these United
Nations resolutions are now out of date. Why
cannot Kashmiris have the right to self-
determination when most other peoples in the world
are able to do so—or have pressure put on other
nations to enable them to?
Ms Schofield: Why, indeed? That is obviously the
argument from the Kashmiri separatist point of
view. But, as we know, no country gives up territory
voluntarily; indeed, it is extremely rare for a country
to do so. Referring to Professor Bose’s comments,
since the instrument of accession—the act of
accession—the Indian Government’s position has
been that this issue was all decided—the Maharaja
decided to accede the whole state to India—so they
do not consider further action necessary, because it
would be a question of unscrambling what has
already been decided. It is a fact that the state of
Jammu and Kashmir is not a heterogeneous unit.
Although a very vociferous movement has hit the
international headlines since the insurgency started
in 1989, it is not a movement that is endorsed or
supported by all the inhabitants of the state. So,
there is very much a feeling from the Indian
Government that if you unscramble Kashmir, with
all sorts of movements of dissent you could
unscramble the whole of India. This is the stock-in-
trade argument that they use, but it is not supported
by the Kashmiri separatists, because they say, “No,
we are diVerent. The Maharaja only relinquished
specific powers and we are still waiting to have our
self-determination”. So it has been for the last 60
years: one side believes one argument is valid and the
other side believes that another argument is valid.
It has been very diYcult, because the Indian
Government will, as we know, not be subjected to
force from any third party. Many countries can
suggest that they allow the Kashmiris the right of
self-determination, but the Indian Government is
not about to do so if it feels that the outcome will be
a demand for secession of all or part of the state.

Professor Bose: Just to add to that, it is not just India
that has given up on the plebiscite, so to speak. Kofi
Annan visited the sub-continent a few years ago, in
2000 I believe, and publicly said that the 1950s
Security Council resolutions calling for a plebiscite
under the supervision of the United Nations are
unenforceable and essentially defunct. In 2004,
General Pervez Musharraf also said that the
plebiscite option is now obsolete and some
alternative route to resolving Kashmir has to be
found.
There is another catch. The Pakistani sponsorship of
the plebiscite is very legalistic, and there is nothing
wrong with that. The Pakistani understanding of the
plebiscite has always been that it should be limited
to two options: India or Pakistan, the two sovereign
states. However, there is a considerable segment of
the population in the disputed territory of Kashmir,
on both sides of the line of control, more in certain
regions than in others, to be sure, whose
understanding of self-determination is actually an
independent or sovereign Kashmir as a first choice.
The oYcial Pakistani understanding of the
plebiscite—self-determination through democratic
expression of the free will of the people—does not
accommodate this widespread understanding of
self-determination that is prevalent among the
population of Kashmir, in both Indian-controlled
Kashmir and Pakistani-controlled Kashmir. So, the
waters are rather muddy here.

Q77 Mr Hamilton: Some Pakistani Kashmiris,
especially in this country, blame the British
Government of the 1940s for this mess. Do think
that that is now irrelevant as well?
Ms Schofield: Clearly, it is time to move on, but it is
a very emotional argument that is, in the current
climate, a very powerful argument for disaVection
against Britain and the British Government and,
consequently, for the disaVection and alienation
that we see in Britain by British Muslims today.
Although we should say it is time to move on, I
would say that among a certain segment of both
Kashmiris and British Pakistanis who support the
Kashmiri position of requiring self-determination,
the British role should not be overlooked; it should
be evaluated and considered, obviously with a view
to being able to move on.
As we know, the Government, as we saw in 1997
when Robin Cook made certain statements about
Britain’s role, was roundly snubbed by the Indian
Government, so there is no question of Britain
actually being able to move in and assume a neo-
imperial role in this respect. It is valid to know the
history, which clearly indicates that this issue was
left unresolved at the time of partition without
suYcient understanding that leaving a large territory
that geographically abuts both India and Pakistan
and has both Muslims and Hindus would be a
massive bone of contention, as it has proved to be
these past 60 years.
Professor Bose: Blaming the former colonial power
is an easy way of scoring debating points and it exists
in all sorts of erstwhile colonial territories—Cyprus,
for example—and many other places. But it is not a
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major issue in Kashmir or in the sub-continent more
generally. In fact, I have heard a greater sense of
grievance being vented against other external parties
such as the United Nations for not insisting on the
plebiscite, or the United States for not taking
advantage of its superpower status to do something.
What that something is, is open to question and
debate.

Q78 Mr Pope: Most of the problem spots of the
world appear to have been ruled at one time by
Britain, so it is an emotive point. Do you feel that
Pakistan is under an imperative to try to resolve the
issue of Kashmir? Over the last 15 years two
democratically elected leaders of Pakistan have been
deposed, almost directly as a consequence of
problems in Kashmir. The huge spending on defence
and the armed forces in Pakistan clearly has some
eVect in distorting the Pakistan economy. I should
have thought that in those circumstances it would be
a top priority to try to resolve this issue amicably, in
one way or another, in the short term. Could you
give me your views on that, please?
Ms Schofield: You are right. It is clearly a running
sore, especially from an intellectual perspective. It
costs a lot of money and in a way means that
Pakistan cannot get on with its life and relations in
South Asia. It is a logical area to move forward on.
But large segments of Pakistani society have an
emotional attachment, and in a way it is a vicious
circle, because the Government plays to those
emotional attachments. Their domestic community
is expecting something more on Kashmir than
merely giving up after 60 years and accepting what
they refused to accept in 1948–49. In other words,
the line of control as the international frontier,
which makes it very diYcult for any Government.
That said, the Government of President Musharraf
has made some remarkable progress—I say that
having first spoken to President Musharraf about
Kashmir in 2000. At that point, he was adamant that
the UN resolutions and the plebiscite should be held
and his learning curve has been very steep and swift.
He is determined that it is in Pakistan’s interest to
resolve the issue. But there has to be something to
hand out to the domestic community.
There is also the argument that Pakistan’s only real
enemy, so to speak, is India. What, then, do you do
with the Pakistan army? Fortunately, or
unfortunately, its attention has now shifted and
there is occupation for the Pakistan army relating to
events in Afghanistan. While you may say it is
eminently sensible to solve Kashmir, previously the
argument was that the Pakistan army which is really
the guiding force behind whatever happens in
Pakistan, be it a civilian or a military government,
will not let a solution happen because they would
eVectively be out of a job. These undercurrents are
also at play.
Professor Bose: Kashmir has been Pakistan’s sacred
national cause since 1947, and there is a wide and
prevalent irredentist view about it among both the
élites and the masses in Pakistan. At the same time,
it has become increasingly clear that an indefinite
conflict or indefinite state of confrontation with

India over the Kashmir issue is not a serious
strategic option for Pakistan. Pakistan is caught in a
bit of a cleft stick, if that is the correct expression.

Q79 Mr Pope: What do you think the prospects are
for the peace process and dialogue over the coming
year? If there are elections in Pakistan in 2007, will
they make it more diYcult to move the peace process
forward? You said that the issue plays well with
parts of the Pakistan populace. Will that constrain
President Musharraf in the two elections?
Ms Schofield: We are getting into a very interesting
scenario in relation to Pakistan. It is clear that
President Musharraf wants to stay, and intends to
do so. The presidential elections will most likely
come first so that he can ensure that he stays in
power. If he does, that will obviously influence the
outcome of the Assembly elections, so it could well
be more of the same, which would mean more of the
same peace process.
The lobby that is opposed to the peace process—it is
mainly the orthodox lobby, which believes that
Musharraf has already given over too much on
Kashmir—will not hold much sway, especially at
election time. The danger is that a very discontented
member of that lobby manages to get to Musharraf
before or immediately after the elections and the
whole apple cart is upset. We really do not know
what will happen. There is always a danger.
Musharraf has supporters, but he also has detractors
who are unhappy about the rapprochement with
India for the reason that Professor Bose gave: it has
been part of Pakistan’s irredentist policy always to
be fighting for Kashmir.
Overall, the process involves almost leaving aside a
resolution for Kashmir; we are now talking about
solutions rather than resolutions. In this electronic
age and the new age of South Asian politics, the
average Pakistani, like the average Indian, wants the
peace process to move forward. Borders can no
longer be sealed. Twenty years ago, one could
impose a news blackout and seal borders, but such
things are impossible with the internet and e-mail.
Indeed, the younger generation want to get together.
There are many aspects on which Pakistan and India
can co-operate; hence the peace process will work
towards the cultural, social and educational
exchanges that they all want. If that is tied in with
who will actually be running Pakistan, it should be
more of the same.
I am not sure that we will see a resolution, as it were.
The process will just continue ticking over. Unless
Musharraf suddenly feels that he has to play the
strong man and make a demand of the Government
of India—he indicates every so often that he is
getting discontented with not moving forward—we
will probably have more of the same over the next
couple of years.

Q80 Mr Pope: That is quite interesting. It was my
assessment that the situation is almost static, but
that there will be small steps forward. So buses being
able to cross the line of control is a welcome move,
but there will not be any historic shift in the medium
term, will there?
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Ms Schofield: No, I do not think so. In a way, it
would almost be dangerous if there were, because if
it were too dramatic, it could be quickly reversed.
Musharraf says that he is allergic to the line of
control, and the Government of India imply that the
line of control is the only acceptable solution as far
as they are concerned. Siachen is a possible issue for
agreement.

Q81 Chairman: We will come on to that. Do you
want to add anything, Professor Bose?
Professor Bose: There are two problems with the
current peace process. First, there is not that much
by way of tangible progress. Sure, there are certain
cross-border links: there is the recent joint anti-
terror mechanism, although we will have to see how
that goes. But there is really no definite decisive
forward movement on the issue of Siachen, for
example, which has been hanging fire—that is
probably not the most apt term—for the past couple
of years at least. There is no sign of a resolution to
that in sight.
The Indian preference is to drag out the peace
process as much as possible. By contrast, the
Pakistanis are eager for swift results. There is a
chance of Pakistani restlessness and impatience
piling up and leading to a loss of faith in the peace
process as a whole. The second problem, which I
allude to briefly for the moment, is that the
substantive positions on what a solution to the
Kashmir dispute could look like are very far apart.
For example, Musharraf keeps talking about what
would amount to a joint India-Pakistan
condominium of Kashmir, an idea that has been
around for the past 50-plus years. That implies a
direct Pakistani role in what is today Indian-
controlled Kashmir, and that is unacceptable to the
Indians. They would be phobic to any development
of that nature. Those are the two problems there
already.

Q82 Sir John Stanley: May I ask you both whether
Britain has any worthwhile contribution to make to
try to move the two countries towards a settlement
of the Kashmir issue? Do you think that our past is
against us and we should be keeping out of it, or
should we be speaking out loud and clear? If so, what
do you think we should be saying to the two
Governments?
Ms Schofield: Britain does have a role if one
considers Kashmir as a humanitarian issue. That is
where Britain has already played an important role,
although not necessarily formally with the
Government. British commentators have
highlighted human rights abuses on all sides. They
have studied the situation with the militants and the
Indian army and the situation in Pakistan-
administered Kashmir.
A watchful eye is helpful. As I say, at Government
level it is extremely diYcult because, interestingly,
the Pakistani Government would very much
appreciate British mediation, but only if it pushed
Pakistan’s position. It would not appreciate British
mediation if the suggestion was, “You are best oV
with the line of control”. As we have heard, it is a

muddle because one country will say one thing on
the one hand and want another thing on the other.
Clearly, Pakistan would only want help if favourable
to its position.
Conversely, the Indian Government are absolutely
allergic to anything that smacks of third-party
mediation. However, in a case of dire distress, for
example during the Kargil situation, the then Prime
Minister of India was only too happy to pick up the
telephone and speak to President Clinton, who in
turn spoke to Prime Minister Nawaz Sharif. So the
situation shifts depending on what is happening.
It is clear that the Indian Government gets annoyed
by Britain, the United States or other countries
talking about a situation that they consider part of
their internal aVairs. But they have slightly softened
and the facilitation mode is now less unacceptable
than previously—anything that breaks the log jam.
But as Professor Bose says, the real conundrum is
that Pakistan’s and India’s visions of what might be
the eventual resolution of the Kashmir issue are on
completely diVerent levels at the moment.
Professor Bose: It is fair to say that Britain is
regarded as a relatively benign influence in the
subcontinent, so there would not be any great
opposition per se to Britain playing a greater role of
some sort, as long as that role were played very
discreetly and with the utmost attention to
diplomacy. I think the reason for the snub to Robin
Cook some years ago was that his intervention was
not perhaps as discreet and diplomatic as it could
have been, hence some feathers were ruZed.
That said, my view is that Britain could play a
constructive role as part of a broader, concerted,
multilateral eVort to push the India-Pakistan peace
process along. I am talking about Britain acting in
concert with other major players. What form such a
multilateral eVort could take is of course open to
question, but I am fairly sure that without discreet
but stronger international support for the India-
Pakistan peace process, it will not yield dividends
or results.

Q83 Sir John Stanley: Thank you. May I turn to
another aspect—the Kashmiri independence
parties? Could you give us your interpretation of just
how strong or, perhaps, declining a force they are?
How big or how little a stick do they wield as far as
the Indian political system is concerned? Could you
give us your perspective on the degree of influence
that they exercise?
Ms Schofield: The movement has changed in the last
15 years. It was at its height in the mid-1990s and it
really took the wind out of Pakistan’s sails in terms
of requisitioning a plebiscite, because there was to be
no provision for a third option. This was bandied
about—Pakistan would not accept the third
option—but the Kashmiris themselves, once they
began to get going and learnt more about their own
history, said—I heard this frequently when I was in
the valley—“Why should we swap one set of masters
for another? If we are to be free, let’s be free.” This
was very much in the spirit of the collapse of the
Soviet Union, the creation of the five central Asian
republics, the fall of the Berlin wall and so on.
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There was a movement, but in a way it was
unchoreographed. The people used to say, “We
would like our azadi—freedom,” but if you tried to
pin them down and say, “What do you mean by
freedom? Which parts could have freedom?” you
found that it was about defining what was meant by
the state of Jammu and Kashmir. This is where even
their movement came unstuck, because they began
to realise that if it were put to a vote, the Buddhists
of Ladakh would not necessarily vote for
independence, because there are only about 130,000
Buddhists and their fear has always been that they
would be swamped by the valley, hence their
movement wanting their own autonomous hill
council answerable to New Delhi. The Hindus of
Jammu would clearly not want to be part of the
independence movement. Then you have the
situation in the northern areas; you have the
situation in Pakistani-administered Kashmir.
So when you tried to pin people down on what they
wanted, that was more diYcult. The independence
movement has almost been reduced down to the
valley. Of course, the valley is much smaller than the
whole state of Jammu and Kashmir, which begs the
question whether an independent valley would be
viable as we understand an independent country to
be. Essentially, people have wanted not to give a
definition. I have even talked with people who have
said, “Let us get our independence from India first
and then we will decide whether we want to be part
of Pakistan or independent. Let’s not put the cart
before the horse. Let’s not consider the endgame,”
but that makes things very diYcult.
It is now a movement of dissent. The movement for
accession to Pakistan is very, very small. The
Pakistani Government might not like to admit it, but
it is mainly in the border areas round Baramulla and
Sopore that there are still groups that talk about
becoming part of Pakistan. Increasingly, however,
independence is an idealistic idea that people are not
sure they will ever see realised. Even some of the pro-
independence Kashmiris are suggesting that what
they mean by that is good governance. This is where
the idea comes from that they will warm to a soft-
border idea, because then, they feel, they will have a
bit of support from Pakistan. What they fear more
than anything is the border being sealed and the
Indian army moving in and repressing any dissent at
all. Independence is still an unclear, uncharted
movement, but it does exist.
The problem is that, because of the way the elections
are set up, those people will not contest any elections
controlled by the Indian Government, so it is very
diYcult to understand what body of public opinion
is behind them. There have been no polls. The All
Parties Hurriyat Conference sits outside the State
government and speaks very eloquently. Its
members are now able to travel, sit in international
forums and seminars and put forward its position on
human rights and the abduction of various people
but, in terms of quantifying popular support,
because the APHC has never contested elections, it
is quite diYcult to know exactly how much support
it has.

Q84 Sir John Stanley: Professor Bose, could you
give us your perspective on the independent
Kashmiris?
Professor Bose: The Kashmiri independence
movement is very factionalised and demoralised.
Leaders are typically inept on both sides of the line
of control, and the organisations are weak. The
paradox is that independence politics is not
irrelevant in Jammu and Kashmir on either side of
the line of control. That is because the idea of
independence still has significant popular resonance
on both sides of the line of control, but, as I said
earlier, more in certain regions of the disputed
territory than others. It is uneven support, but it is
very much there.
That is why the leaders and groups that might
represent the independentist tendency cannot simply
be moved out of the political arena despite their
obvious weaknesses. It is not entirely their fault that
they are weak and disunited. They have been subject
to repression and manipulation by two states, not
one. It is a political point of view that needs to be
taken into consideration when thinking about any
settlement.
During 2004 and 2005, the main pro-independence
group, the Jammu Kashmir Liberation Front, or
JKLF, conducted a mass signature campaign in
Indian-controlled Kashmir, limited mainly to the
Kashmir valley, though not entirely. It claimed to
have secured 1.5 million signatures. The valley’s
population is 6 million at the most, so that is a
quarter of the valley’s population, which is quite
impressive. The petition that those 1.5 million
people signed said that the people of Kashmir and
their representatives should be given some sort of
seat at the table in negotiating the terms of a
settlement and that the peace process should not
remain confined to the interstate India-Pakistan
dimension.
That is a reasonable stance, I think, but it also
reveals that independentists have realised—at least,
some of them have realised—that their ideal
scenario is unattainable. It is a fantasy, and some
way out has to be found.

Q85 Chairman: Can I take that a step further? Are
Jammu Kashmir Liberation Front-type politics
stronger in the diaspora than in Kashmir?
Ms Schofield: The diaspora is a very vocal body that
I think has formed many opinions in Britain. The
fact is that a lot of the diaspora are not from the
valley at all. They are from Mirpur.
Chairman: I have many in my constituency.
Ms Schofield: I am sure that you do. I am sure that
they are all from Mirpur. There has been friction
between the two groups, especially when the valley
Kashmiris were not allowed to travel. On one hand,
they are grateful that they have raised international
awareness of the Kashmir issue, but on the other
they are slightly irritated that the Mirpuris have been
putting it about that they suVered. They have not
suVered at all; it is the valley Kashmiris who feel that
they have suVered. It is arguable that if the state were
put back together again, there would be a row
between the Mirpuris and the Kashmiris, who do
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not speak the same language. The Mirpuris do not
speak Kashmiri. Isolated from the ground realities,
they have been much harder on their objectives for
an independent Kashmir. Once you get into the
practicalities, the diYculties have been revealed.
Adding to what Professor Bose said about the JKLF
and the independence movement, which clearly
needs a seat at the negotiating table notwithstanding
the fact that it has not participated in elections, you
have the long arm of the militants. The assassination
of Professor Abdul Ghani Lone was a clear
indication that, when there is recognition that we
actually do have to talk to the Indian Government,
one loses one of one’s nine lives pretty quickly. That
fear always exists among the All Party Hurriyat
Conference that, if they look like they are too close
to negotiating with the Indian Government, they
will not survive.

Q86 Chairman: What about the role of the Pakistan
Government in their relationship to those groups?
Do the Pakistani Government try to influence them
and engage with them?
Ms Schofield: Very much so. They have their
favourites and, currently, their favourite is the
Mirwaiz Omar Farooq, whereas the All Party
Hurriyat has now split. Indeed, the JKLF has split.
It has various factions and that makes things so
diYcult. There is so much personality politics that it
is diYcult to find the coherent voice of the Kashmiri
people; both Governments play on that. It is diYcult
to find the one spokesman. It is not even like the
Palestinian situation way back, in which you felt if
you were talking to Yasser Arafat that you were at
least talking to the Palestinian movement. You are
not quite sure who you are talking to because you
will hear diVerent things from diVerent leaders.
With the Pakistan Government it is diYcult because
they have their diVerent agendas. They have their
agenda for the international community. They have
their agenda for the domestic community.
Notwithstanding the change in position in respect of
the plebiscite—a remarkable change—they do not
really want to let go of the Kashmir issue. They want
to feel that they have a role to play, which is why
President Musharraf is suggesting the soft-border,
joined condominium. It would suit Pakistan very
nicely. It certainly would not suit the Indian
Government. Pakistanis do care; Kashmir may be
part of their irredentist foreign policy, but there are
segments among the Pakistanis who genuinely care
about the Kashmiri Muslims, and play the Muslim
brotherhood card and say that they are worried
about what is happening to “our Muslim brethren”,
but I would not say that the Government is entirely
altruistic.

Q87 Mr Pope: I was interested in the issue of the
popularity or otherwise of the notion—perhaps a
romantic notion—of the struggle for independence,
and how strong that is in Pakistan-administered
Kashmir and whether it is linked to what you have
told me. How much support is there for the
insurgency in Azad Kashmir?

Ms Schofield: There was a lot of support for the
insurgency. The time when people really thought
that there would be change was in 1990, when it
really was a mass political movement. Women were
out on the streets. It was a completely diVerent genre
of revolt from what it is now. The Azad Kashmiris
were all for a change, but again they would say one
thing, but actually mean another. Again, this is one
of the incongruities of the whole issue: whereas the
Pakistan Government were happily supporting the
self-determination of the Kashmiris in the valley,
they were not supporting—and do not support—the
self-determination of the population of Azad
Jammu Kashmir or Pakistan-administered Kashmir
at all. Just as in the valley, no Kashmiri who is part
of an independence movement party can contest the
elections. It is a small population. Numbers are hard
to assess, but it is 1 million to 2 million in Azad
Jammu Kashmir. While they grumble about their
rights and the manipulation of the elections, they do
not really think that their situation will change. They
see essentially the importance of the Mangla dam
and Pakistan will not give up on that, no more than
it will give up on Northern Areas with the
Karakoram highway. The most that they feel that
they can push for is compensation when the level of
the Mangla dam rises or falls. It really is not a
movement that is comparable with the valley
movement.
Mr Pope: That is very helpful.
Professor Bose: The stronghold of pro-
independence politics in Pakistani-controlled
Kashmir is, of course, in Mirpur, in the southern
part of Azad Kashmir—that is what you see
reflected in your constituency—and to some extent
also in Poonch. Although Poonch is divided, there
are a lot of strongly pro-Pakistan people there too,
along with independence supporters. I would say
that the core stronghold of pro-independence
sentiments is the Kashmir valley, on the Indian side
of the line, plus certain areas of the Jammu region in
Indian-controlled Kashmir adjacent to the valley
that are predominantly populated by Kashmiri-
speaking Muslims, as is the valley. It is important to
understand that the pro-independence sentiment is
as much the preserve of an ethno-linguistic
community as anything else. It is to do with the sense
of Kashmiri culture, history and tradition that
revolves around the Kashmir valley.
Obviously, the Hindus, Sikhs and Buddhists of
Indian-controlled Kashmir want no part in pro-
independence activity. However, pro-independence
appeals also largely fall on deaf ears among Muslims
in Indian-controlled Kashmir who are not
Kashmiri-speaking and part of the cultural orbit of
Kashmiriness. As Victoria said, the numbers are
significantly larger on the Indian side of the line than
on the Pakistani side. Azad Kashmir has perhaps 3
million people at the most, and of course a
significant number are in the diaspora. In the
Kashmir valley there are at least 6 million, plus
another 1 million or 2 million in the Jammu region
who could be classed as independence supporters.

Q88 Mr Hamilton: May I just come back to
something that both of you have hinted at? How
much are the forces that are struggling for
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independence, or believe in it and promote it,
actually fuelled by a Kashmiri identity and the
Kashmiri language, and how far is there an Islamic
push behind it? One of the reasons why I ask that is
that I have very good friends—I also have a
substantial Kashmiri population in my
constituency—who are Hindu Kashmiris from
Jammu. They often say that when they were
children—they are in their 40s now—there was no
problem with Muslims, Sikhs, Hindus and
Buddhists living side by side. Now that is not the
case when they go back to visit home and see their
parents. They blame that on the increasing
Islamicisation of the independence movement. How
true is that?
Ms Schofield: It is a development that really
occurred even before the insurgency began, when the
Muslim United Front, the group of political parties
that contested the elections, was formed in 1987. It
is a known fact that those elections were rigged and
the MUF was not able to get its candidates elected.
It was going to get only about four candidates in, but
they were not allowed in. That is where there was
more Islamic identification of the political
movement. Because it was the MUF it was able to
speak from the mosques. Essentially, as has
happened in other countries, the political dissent
that had been suppressed went into the mosques.
That is where there began to be that fusion. There
was a little bit of influence at that stage—they
dressed in white robes and played the Islamic card.
At that point there was the exodus from the valley
of the majority of the Hindu population. There were
some targeted assassinations, but then Governor
Jagmohan assisted them to leave—it was a murky
area (in terms of whether the Hindus really had to
go), but you got this movement out. If you speak to
the JKLF now it says, “No, we are a Kashmiri
movement and we want the Hindus back, we want
the Sikhs to stay, we want everybody. It is for our
independence.” It very much tries to make clear that
its movement is not a Muslim movement at all.
From the outside, you get more identification of it
being a Muslim movement, but it does not have the
extremism and radicalism that we see in other
Islamic movements. That was never part of
Kashmir’s make-up. It had a far more Sufistic, softer
face of Islam. However, unfortunately, as the
movement was radicalised with more militants
coming from Pakistan and the remnants of the
Afghan jihad moving over, the speech and
appearance of certain elements seemed more
Islamic. However, I agree with Professor Bose that
the actual, genuine independence movement is more
of a Kashmiri one. Equally, it does not include the
Muslims of the Jammu region who do not speak
Kashmiri.
Mr Hamilton: Thank you. That was very helpful.
Professor Bose: It is diYcult to get away entirely
from the religious and Islamic angle, for one
historical and two current reasons. The historical
and sociological reason is that the Kashmir valley,
for example, has been an overwhelmingly Muslim
area since the 14th century—more than 95%

Muslim. True, that is a certain regional variant of
Islam, but Muslim none the less. That is the
historical and sociological factor.
There are two current factors. First, a lot of people
in Indian-controlled Kashmir, in the insurgency-
aVected areas, feel that they have been abused
because they are Muslims by a state—India—that
although it might not be a Hindu state, none the less
is largely led and run by non-Muslims and whose
personnel on the ground in Kashmir, in particular
the security forces, are predominantly non-Muslim
also. That is current factor number one.
Current factor number two is that of course this
feeling that has developed since the insurgency really
took oV in 1990 is very much fed and stoked by
Pakistani sources and most of all by the groups of so-
called Jihadist orientation which see the armed
struggle in Kashmir specifically as a struggle to
liberate a Muslim land and people from alien, infidel
occupation.
Mr Hamilton: Thank you. That is very helpful.

Q89 Chairman: On that last point, how much
support comes from Pakistan, either from its
Government or elements within the Government, to
people involved in the insurgency?
Ms Schofield: Traditionally, a lot of support—it was
at its height in the early 1990s. Pakistan was taken
by surprise by the insurgency. Obviously, it has been
looking to nab—as they themselves would say—the
Kashmir valley for a long time, especially since the
1965 war. However, at that stage it was slightly
dormant on Kashmir and was preoccupied with
Afghanistan. In 1989 and 1990 essentially it was a
people’s movement, but the Pakistanis moved
swiftly into action. Given that the line of control was
not sealed by any means—as far as it was concerned,
it was a porous border—there was a lot of
traYcking. There were the camps in the early 1990s.
Then there was a push on the Government:
essentially they were exporting terrorism. So some of
the camps were closed down and they reinvented
themselves.
It is very diYcult. If you talk to the Pakistani
Government, they will tell you that there were no
camps at all, but clearly there has been sustenance
and support to such an extent that a lot of the local
Kashmiris complain that their movement has been
taken over by Pakistan. There is no doubt that there
was inter-fighting between the movements. The
Hizbul Mujahideen, which was essentially a creation
of Pakistan, wiped out a number of the leaders of the
JKLF in the early 1990s. That was instrumental in
the JKLF renouncing violence. When Yasin Malik
was released in 1995 he renounced violence because
the militant wing of the JKLF had been decimated.
So it is a presence, but very diYcult to quantify. The
diYculty from Pakistan’s point of view is that, as I
said, it will say one thing to the international
community, but it needs an exit strategy—it does not
want completely to rein in the militant element
because it still exerts pressure on the Indian
Government.
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Q90 Mr Younger-Ross: I want to move on to
various other parts of Kashmir, outside Indian and
Pakistan, that are currently controlled by the
Chinese. Can you comment on the status of the
Chinese-administered Kashmir areas?
Ms Schofield: There is no one there, so at least there
are no human rights abuses. I do not see the situation
ever changing. The Indian Government may not like
it, but the Aksai Chin is a remote area and it
facilitates China to cross from Xinjiang to Tibet.
There is a stretch of road of approximately 100 miles
and China took it over without India realising. India
has not formally agreed to it and is currently
negotiating its border with China, but it is keen to
improve relations with China whose President is
currently visiting India, so it is highly unlikely that
India would ever say that it wants that bit back. It is
a fait accompli and a facilitation because China built
and controls the road, and the area is so remote.

Q91 Mr Younger-Ross: You say that there is no one
there, not even nomadic tribes.
Ms Schofield: No, it is completely uninhabited as far
as I know. I wish that I had been there, but I have
not. It was convenient and practical for the Chinese
to build the road across the Aksai Chin rather than
round. That is why they whacked it through before
any Indians, who do not go up there, realised.
Suddenly, a patrol saw the Chinese there and that
was that. It is a non-issue. It seemed to be an issue
when China was more supportive of Pakistan’s
position, but China has now neutralised itself and
wants peace between India and Pakistan. It has been
very reticent in any statements remotely supporting
Pakistan’s position. I do not think that India, with
all that is going on, would muddy the water with

China and insist on having the Aksai Chin back. At
some point, when it sorts out the line of control, it
may eventually agree to it oYcially, but no one
wants to agree to anything at the moment, so it
remains (an unoYcial occupation)..
Professor Bose: May I respond to your earlier
remarks about insurgency in Kashmir? Pakistan’s
support for insurgency in Kashmir is like a tap that
is sometimes turned on full blast and at other times
is reduced to a trickle. To the best of my knowledge,
it has never been entirely shut oV, but the speed and
velocity has been modulated over the years. Over the
past three years, direct and active support by the
Pakistani military has been reduced to more or less
a trickle following the 1999 and 2002 crises.
However, it is diYcult to deny the claims of the
Indian military and the Indian diplomatic
establishment that the Pakistan military have for a
long time—since at least 1987—been up to their
neck, or even their eyes, in supporting and even
sponsoring insurgency in Kashmir. I have personal
experience of insurgency-aVected areas close to the
line of control as well as in the interior of Indian-
controlled Kashmir. It is clear that, given the
sophistication and quantity of weapons and
equipment that insurgent groups have, their high
calibre of training, and signs of logistical support
from across the line of control, a professional
military establishment has been at work in
supporting insurgents. That is clearly proven.
Chairman: I am grateful to both of you. We have had
a useful discussion and I feel at least better informed
about many of my constituents’ views, which is
interesting. It has been good preparation for our
visit to the region next week when these issues will no
doubt be raised in Delhi and Islamabad. Thank you
very much.
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I. Introduction

1. The Terms of Reference given by the Select Committee on Foreign AVairs (FAC) for this Inquiry on
South Asia are as follows:

— Political and economic developments in India and its growing importance.

— Relations between India and Pakistan, and the question of Kashmir.

— India’s role in the region and its links with its neighbours.

— India’s contribution to the international system, including to the United Nations and other
multilateral fora, such as the non-proliferation regimes.

— The roles of the United Kingdom and the European Union in South Asia.

2. For the purposes of this Memorandum South Asia encompasses India, Pakistan, Sri Lanka,
Bangladesh, Nepal, Bhutan and Maldives. This Memorandum reflects the context set by the above terms
of reference of the inquiry, focusing particularly on India as required by the FAC. This is not a full reflection
of British Government policies in the region, where the relationship with other countries, in particular with
Pakistan, is of major importance to key British interests.

3. This inquiry comes at a pivotal time for South Asia. The region as a whole is increasingly vital to our
domestic and foreign policy agendas. It is fast growing in political and economic weight, and oVers
enormous opportunity. There are also significant challenges posed by instability and conflict, corruption,
poverty, extremism and terrorism.

4. We have strong political, economic, cultural and historical links across the region. There is a large
South Asian diaspora in the UK. The UK is a key investor, strategic partner and development funder in
these countries. The relationship with India is closer than it has ever been across a broad range of policy
areas. The UK also has vital interests at stake in good cooperation with Pakistan, particularly on counter-
terrorism and over Afghanistan, but also because of our deep people to people ties, growing investment,
and strong development partnership. Throughout the region our key priorities cover the development of
democracy, counter-terrorism, immigration, climate change, sustainable development, globalisation,
counter-proliferation of WMDs, the rule of law and economic benefit. We work to achieve these objectives
in conjunction with the UN, EU, G8, Commonwealth, and with other international partners. We also
increasingly work with the countries of South Asia—notably India—to achieve these objectives in the region
and internationally.

5. The development challenge in the region is immense. The UK will disburse over £500 million of
bilateral aid this financial year to the region as a whole. The UK’s largest single bilateral aid programme is
to India amounting to £248 million in 2005–06 and set to increase to £300 million. The Millennium
Development Goals will be won or lost on Indian soil: even after reaching Middle Income Country status,
India will have close to 300 million people living on under a dollar a day. Across large swathes of the country,
development indicators are currently worse than in most of Sub-Sahara Africa.

6. The FAC will visit India first. India dominates the region, geographically, economically, culturally and
politically. The UK’s relationship with India is strong, wide and deep. The Joint Declaration signed by the
Prime Minister and Dr Manmohan Singh in September 2004 reflected this by establishing a strategic
partnership. It pledged closer co-operation in foreign and defence policy (including counter-terrorism and
immigration); economic and trade issues; science and technology; climate change; sustainable development;
expanding educational and cultural links; and other areas.

7. The trade and investment relationship between India and the UK has huge potential for our future
competitiveness, productivity and global economic reach. The Select Committee on Trade and Investment
(TISC) recently held an inquiry on this issue. The Indian economy continues to grow at about 8% year on
year. Bilateral trade in goods and services has doubled since 1993. In 2005 the total value of bilateral trade
between the UK and India was £7.9 billion, a rise of almost 20% (from £6.6 billion) in 2004. In 2005–06,
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Indian investments into the UK grew by 110%. India is now amongst the largest foreign investors in the UK.
British people of Indian origin constitute some 2% of the UK population, contributing at least an estimated
4% of GDP.

8. India is currently the fourth largest emitter of greenhouse gases in the world and global climate security
is strongly linked to how India develops. It faces a near-doubling of energy demand over the next 30 years
and relies heavily on coal. Its overriding desire to secure development and alleviate poverty through
economic growth has consequences for taking action to produce clean energy and India strongly resists
submission to reduction targets. The UK has made some progress (either bilaterally or through the EU)
in engaging with the Indian Government on this over the past two years. An EU-India Initiative on Clean
Development and Climate Change was launched at the EU-India Summit in September 2005 and the G8
Action Plan contains several initiatives that involve India. The UK and India have every interest in
addressing the problem together, not least because of India’s importance as a possible model for the
developing world.

9. The bilateral visits agenda is rich. Highlights in coming months are likely to include several Cabinet
and other Ministers, royalty and an array of prominent public figures travelling to India.

10. The FAC will also visit Pakistan. Pakistan is a vital partner for the UK: we have a large number of
common interests. 800,000 people of Pakistani origin are British citizens living in the UK while 80,000
British passport holders live in Pakistan. Our shared trade is worth almost £1 billion a year. There is a strong
development partnership: the UK was proud to help Pakistan deal with its devastating earthquake in
October 2005, and in the reconstruction phase that continues now. We are both fighting extremism in our
communities and work together on counter-terrorism. Pakistani help is essential in combating the Taleban
threat to Afghanistan, including to UK troops deployed there. The bilateral relationship is encapsulated
in the Joint Statement agreed by the Prime Minister and President Musharraf in December 2004:
“UK-Pakistan, A Partnership for Peace and Prosperity”. It covers a broad set of issues, ranging from
tackling extremism and countering terrorism, supporting stability in Afghanistan and non-proliferation, to
achieving the Millennium Development Goals and improving trade. This will be complemented later this
year by a 10-year development agreement currently being negotiated.

11. High-level bilateral visits are again a regular feature, with a series of further ministerial and other high
level visits planned for coming months.

12. The Pakistan economy is growing at 7% a year. Britain and Pakistan have always enjoyed good trade
relations and many Pakistani businesses see Britain as the country of first choice to do business with. There
are over 80 British companies operating in Pakistan, with plenty of interest from others. Bilateral trade has
doubled in the last four years. UK Exports continue to show strong growth (of 37.3% for the period January
to April, 2006 compared to the corresponding period last year). The trade balance is still in favour of
Pakistan, but since 2003 the UK trade deficit is showing a downward trend. In 2005 this decreased by 85%
from £219 million in 2004 to £32.6 million. At the same time UK foreign and direct investment (FDI) into
Pakistan stood at £190 million, a year on year increase of 34.4%.

13. Bangladesh, Sri Lanka, Nepal, Bhutan and the Maldives each face significant challenges as they seek
to fulfil their potential.

14. In Bangladesh, a parliamentary democracy, and the recipient of £125 million of DFID assistance this
financial year, progress has been made on gender equality issues and it has social indicators in some cases
better than India’s. But there are concerns including an often dysfunctional and confrontational—not to
say violent—political culture, corruption, poor governance and growing extremism. The hope is that an
acceptable, free and fair parliamentary election in January 2007 will provide a platform for the next
government to address these concerns. Prospects for the elections are however far from certain.

15. The ceasefire in Sri Lanka exists on paper only following the recent escalation in violence, though the
government and the Liberation Tamil Tigers of Eelam (LTTE) continue to express support for the ceasefire
agreement and Norway’s role as facilitator of the peace process. Restraint and a reduction in the violence
is the key short term requirement. The absence of a roadmap for a negotiated settlement is increasingly of
concern—achieving broad political support in the South for a credible political oVer to the Tamils will
require a bold lead from President Rajapakse.

16. Following a popular uprising in April 2006 which forced the King to relinquish absolute power
Nepal’s reinstated democratic government remains fragile. The Seven Party Alliance (SPA) government is
negotiating with the Maoists about the transition to elections for a Constituent Assembly, including when
and how the Maoists will disarm and enter government. Mutual confidence is low. The Maoists have made
thinly veiled threats to provoke civil unrest if their demands for immediate access to power are not met. The
SPA and the Maoists each invited the UN to assist with arms management and to monitor the election
process. The Government still needs to give the UN a specific and clear mandate for it to take this forward
promptly. The UK has set aside funding (£1.9 million) in support of the UN for this. India is especially
concerned about events in Nepal because of the long and open common border.

17. Bhutan is at a key point of transition. The King has introduced a new constitution under which he
plans to abdicate in 2008, to be replaced by a constitutional monarchy. There will be elections, although no
sign yet of political parties being formed. In a small, landlocked country of some 600,000 people, the
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economy is healthy: hydro-electric power is generating revenue (selling to India); tourism is growing. Bhutan
enjoys good relations with India, more diYcult ones with Nepal: the refugee problem remains unresolved
(there are 100,000 mainly Bhutanese refugees in camps inside Nepal).

18. Maldives has embarked on a process of political reform allowing for multi-party representation.
DiYcult relations between the government and opposition have hindered progress to date, though there are
encouraging signs now of a more constructive atmosphere.

19. A number of issues have wider regional significance. These include: water; movement of peoples;
energy; and economic co-operation. They all have far-reaching political and economic implications. The
major external players in the region are China, the US and to a lesser extent the EU. All strongly influence
South Asian issues. Afghanistan, Iran and Russia also have a bearing on the region. Furthermore, India
itself is increasingly developing as a leading global player.

II. India

Political Role

20. The domestic political scenery in India has changed since the 1970s. The relative decline of the
Congress Party and the rise of regional, lower-caste and Hindu political groups have transformed Indian
politics, the party system and the balance of power. There is no longer a “natural party of government”.
The Congress Party and the Bharatiya Janata Party (BJP) are still the two main political forces, but neither
can command a Parliamentary majority in its own name. The balance of power is with a loose collection of
regional and other parties. The governing Congress-led United Progressive Alliance is reliant upon the
support of left-wing parties.

21. The balance of power between federal and state governments is changing. There is a growing sense
of loyalty at the state rather than the national level. As a result, 50–60 state parties are represented in the
national legislature making it essential that the national parties forge partnerships with them in order to
form a government. Coalition politics, and associated constraints on policy making, are now a fixture. Three
types of broad coalitions are likely: BJP or right wing-anchored; Congress-anchored; or a “third front” of
mainly left wing parties aligned with regional or caste-based groups. India has been governed by each of
these types of coalition in the past 15 years.

22. Congress no longer commands the exclusive support of Hindu Brahmins, tribals, lower castes and
Muslims. Most of these groups find regional and caste-based parties more attractive. Caste-based politics
also complicates the BJP’s hunt for votes and allies. Regional and caste-based cleavages make it more
diYcult to campaign on a single national platform.

23. India’s political establishment remains “senior” ; the average age of MPs in Parliament when the 14th
Lok Sabha began in May 2004 was 52.

24. At the state level party aYliation is fluid; tactical alliances and seat-sharing arrangements are
common practice and anti-incumbent sentiment is almost a given. The importance of caste (and religion) in
state elections varies greatly from state to state, as does the importance of state elections for political
coherence and longevity at the centre. Uttar Pradesh has a population of 170 million, including many
Muslims, and returns 80 members of parliament; eight out of thirteen Prime Ministers have been from this
state. Meghalaya is largely Christian and elects two members.

25. India’s rate of population growth remains considerable: a child is born every 1.25 seconds; the
population grows by 15.3 million every year (adding almost as much as the total population of Chile
annually). Widening disparities in terms of growth and development between and within states pose a threat
to India’s long-term economic unity, with implications for political and social stability. The contrasts are
stark. For instance, the world’s largest slum, Dharavi in Mumbai, covers 1.7 sq km; on the other hand, an
average of five million new mobile phone connections are added every month. The growing states of the
west and south have poverty levels below 25%, literacy rates of 46–88%, and receive 89% of investment. The
stagnant states of the east and north have poverty levels above 33%, low literacy rates, and receive only 11%
of investments. As the gap between the economically successful states and the rest widens, existing inter-state
tensions are likely to be exacerbated, with the poorer states demanding “social justice” (subsidies, labour
demarcation, etc) and the wealthier demanding greater economic reform.

26. Notwithstanding the demise of single-party government in New Delhi, there remains broad
consensus that India needs strong and stable central government to protect and advance its national interests
and to mediate between states. In addition, recent fiscal problems faced by a number of states have forced
them to seek additional federal resources in return for agreement on policy reforms. This has acted as a
counter to decentralisation.

27. Many Indians look to the political system to deliver social equity or justice (there are over 27 million
cases pending in India’s courts and obstacles to the eVective functioning of the police and criminal justice
system—including under-resourcing—mean justice is simply not accessible to many citizens).
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Economic Role and the impact of Globalisation

28. India is emerging as a global player, economically and politically. The geopolitical and economic
consequences of its projected rise will be profound. It is predicted to become the most populous country in
the world by 2035. It is currently the world’s fourth largest economy in PPP terms (IMF figures), and is
forecast to become the world’s third biggest dollar economy before 2050, and fastest growing one by 2020.
The economy is growing steadily at 7–8%. Despite its huge poverty tail (300 million people on less than $1
a day) India is beginning to impact on the global economy, and at an accelerating pace.

29. Economic success has been underpinned by dynamic private sector activity in services (around 60%
GDP) and manufacturing—particularly in the IT, BPO services, pharmaceuticals, biotech, textiles and
automotive industries. Much of this growth is in the southern and western states, which have embraced the
new technology and enterprise opportunities available in a globalising economy. Regional disparities are
widening. Agriculture now accounts for less than a fifth of GDP, but around two thirds of the workforce
are dependent on the sector, so it remains an important determinant of welfare.

30. India’s growth could accelerate, if fuelled by a number of factors:

— the process of economic reform and improved governance may move faster than anticipated, in
particular unleashing the country’s huge manufacturing and agricultural potential. The 11th five-
year plan (starting in 2007) is likely to target 10% annual growth.

— India’s huge educational drive—fuelled by the competition from such a young population (54%
under 25)—may accelerate the success story, as India becomes the workforce of the world in the
decades of 2020 and 2030, in sharp contrast to ageing Europe, US, China, Russia and Japan.

31. But there are also risks that economic growth could be undermined by:

— Inconsistent levels of governance, both administrative and political. Inertia. Corruption. A statist
mindset which constrains the private sector. Coalition politics could compound all this, and inhibit
political leaders from taking the longer economic view.

— Employment generation, one of India’s most daunting challenges. India will need to find the jobs
to replace the subsistence farming that keeps 650 million people currently dependent on
agriculture.

— Rising energy demand in Asia and competition between Japan, China and India for resources
directly aVect their own political, economic, climate and energy security interests (and, of course,
those of the UK). The consequent decisions taken in India now on energy infrastructure,
particularly on carbon intensive coal-fired generation, will have huge implications for global
climate security for decades to come.

— If India’s large public deficit is not tackled, government debt could crowd out private investment,
limit government investment in infrastructure and undermine financial stability. FDI inflows
could then decline.

— India’s inadequate infrastructure risks putting India at a disadvantage against Asian competition.
Problems in the energy/power sector are a particular worry. Water management needs significant
investment too.

— A widespread belief in the political establishment that economic reform is somehow inversely
related to retaining political power. The upset that the BJP faced in 2004 and the perceived failure
of their “India Shining” campaign merely reinforced this belief. India watchers agree: either the
reform process and its benefits have not been “marketed” well enough and consistently enough or
large sections of the population still feel relatively untouched by the benefits of reform.

Society

32. There is a world-wide Indian diaspora of some 20 million. Another three million Indian migrants live
in Gulf countries as guest workers. There are nearly 1.5 million Britons of Indian origin in the UK together
with 175,000 Indian nationals residing in the UK. India watchers increasingly refer to India’s “soft” power.
Indian language films and filmstars have a huge following in the UK and across South Asia. Indian
celebrities from the creative arts are especially influential in India and among the diaspora worldwide.

33. A major trend in migration is the very high level of cross-border economic migration between India
and neighbouring countries—but mainly into India. There are an estimated 2–3 million Nepalese migrant
workers in India. Estimates for the number of Bangladeshis in India vary widely (and are vigorously
disputed) but 12 million is not an unrealistic figure. Whilst the overwhelming majority of migrants come and
go voluntarily, there are cases of coerced migration and traYcking, eg children from Bihar illegally taken
by private contractors to work on road construction in Nepal.

34. The majority of migrants move within India, eg over 800,000 Oriyas are estimated to have migrated
to Gujarat. Some migration is seasonal; some itinerant labourers are continually on the move; most migrate
permanently in search of a better life. India is experiencing an explosion of rural-to-urban migration. The
drivers remain constant: unemployment and agricultural interruptions are “push” factors; the lure of
employment, education opportunities and services and resources are “pull” factors. Awaiting these migrants
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are a host of diYculties. Most Indian cities are already very densely populated, each facing the same
problems of grossly inadequate housing, transportation, sewerage, electric power, water supplies, schools
and hospitals. Congestion, noise, traYc jams, air pollution, and major shortages of key necessities
characterise urban life.

35. India is constitutionally a secular state in which tolerance is extended to all religious groups—but
religion and caste always have potential to cause trouble. Hindus constitute 82% of the population, Muslims
12%, Christians and Sikhs over 2% each leaving the balance of Buddhists, Jains, Parsees and Jews. For
historical, social and political reasons Muslims in India are economically and educationally disadvantaged
compared to Hindus.

36. Communal relations have tended to be good, though sporadic and usually low-level communal
violence is a periodic feature of Indian life and tensions run higher in some areas, most notably Gujarat.
Communal clashes are often sparked, or exacerbated, by property or commercial disputes rather than by
religious diVerences and intolerance. The most notable recent exception was the severe rioting in 2002 in
Gujarat. There are concerns that Hindu-Muslim animosity may sharpen in wake of terrorism designed to
exploit these tensions and to divide the two communities yet despite this revivalist Islam has made only
limited inroads so far.

37. There are several thousand castes in India. Caste membership is determined by birth, fixing an
individual’s status in the overall hierarchy and still to a considerable extent determining his/her occupation.
About 15% of the population classified by the Constitution as members of the most disadvantaged castes
are entitled to their own representation in Parliament and a reserved quota of government jobs and places
in higher education. Many states have extended this system of reservations to other disadvantaged groups.
The government provoked a violent reaction from members of higher castes earlier this year when it
announced it would reserve 27% of seats in higher educational institutions for other disadvantaged classes.
Higher-caste protestors demanded that merit should be the sole criterion for admission.

38. Caste tension and discrimination, not necessarily overt violence, pervades Indian society and caste
identities run deep, including in cities. Caste violence does take place but not on a scale that attracts
sustained national media or political attention.

III. Pakistan

Political Role

39. Pakistan’s government has alternated between weak civilian and military rule since 1947. President
Musharraf’s coup in 1999 led to a hybrid Government in 2002, when there were elections for the National
Assembly and Senate. The ruling party, the PML(Q) holds most seats but not a majority, and governs in a
coalition with the MQM and the PPP (Patriots). The PPP is the largest opposition party. The six party
religious alliance, the MMA, has a majority in the NWFP and governs in coalition with the ruling party in
Baluchistan. The PML(Q) holds the Government of Punjab and Sindh. The next elections are due by the
end of 2007.

40. Pakistan is a strategic player in the region. It recognises its key role in ensuring stability in
Afghanistan, and has been supportive of the E-3’s eVorts to ensure Iran does not develop nuclear weapons.
Relations with India continue to play a significant role in Pakistan’s foreign policy, but they are no longer
the lens through which all Pakistani foreign policy has to be seen. Pakistan is a predominantly moderate
Muslim country that has a lot to oVer the world. It is one of the largest troop contributors to UN
Peacekeeping missions. Pakistan’s strategic importance during the Cold War and Soviet occupation of
Afghanistan ensured close Western links. Pakistan’s recognition of the Taleban stemmed from a desire to
defuse old cross-border Pushtun frictions, for stability on its western border and, perhaps most importantly,
for a Pakistan-friendly government in Kabul to prevent perceived Indian interference and influence.

41. The dilemma for President Musharraf is how to tackle terrorism and extremism whilst at the same
time preventing alienation of his wider domestic constituency. This has been a delicate balancing act. Al
Qaeda and the Taleban pose as much of a threat to President Musharraf as they do to UK interests. Pakistan
has made a serious dent in the former’s leadership operating on its soil. But a wider threat remains. The
Federally Administered Tribal Areas (FATA) have traditionally been free to run their own aVairs, including
when under British rule. The attempt to establish more direct central control has been costly. The
Government has just signed a peace deal with local tribes in north Waziristan, and is now promoting a
comprehensive development strategy for FATA. It is seeking to use the substantial funds available (both
internal resources and support from external donors) to pay for this. Pakistan’s vital eVorts against
terrorism and extremism involves close co-operation with, and support from, the UK amongst others in the
international community.
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Economic Role

42. Pakistan is a developing country, which has seen rapid growth in recent years. In 2005 it had one of
the highest GDP growth rates in Asia, and at 8.6% was second only to China. However, it also remains an
impoverished and underdeveloped country. It has suVered from decades of economic mismanagement and
low levels of foreign investment. Almost 50% of the population is illiterate.

43. Things are now starting to change. Reforms begun in 2000–01 have resulted in a stronger economic
outlook and accelerated growth in the manufacturing and services sectors, reducing the relative dependence
on agriculture. Following the lifting of G7 sanctions, imposed after Pakistan tested nuclear bombs in 1998,
there has been an increase in exports and an improvement in Pakistan’s balance of payments.

44. There are a number of success stories in the Pakistani economy—one of which is textiles. The sector’s
value added amounts to about 10% of GDP and 40% of the country’s manufacturing output. Despite the
conclusion of the Multi-Fibre Agreement in January 2005, which opened up textiles to full competition,
Pakistan’s textile and clothing exports continue to fare well. The service sector has also seen strong
growth rates.

45. Privatisation and strong performance in manufacturing and services has led to an inflow of FDI.
Levels have risen to $970 million so far this year (excluding privatisation), up from $515 million for the same
period last year. The sectors attracting the most FDI are power, telecommunications and oil and gas
exploration, which make up over 40% of all FDI. The UK is an important source, contributing around 20%
to total FDI levels.

46. Although the economy is heading in the right direction, risks still remain. High growth rates in recent
years (over 5% GDP growth per annum since FY 2002–03) have put the economy at risk of overheating.

47. The government budget has been generous in the lead up to an election year, with spending increases
of 27%. It has been labelled the “budget for the poor” and oVers substantial pay rises to government oYcials
and food subsidy increases. These initiatives are encouraging. But with little sign of an attempt to widen the
tax base, they beg the question: how will the increased spending be financed?

48. Overall the outlook for the Pakistani economy is positive and its stands to benefit further from
enhanced integration of the South Asia region. At the moment South Asia is one of the least economically
integrated regions of the world. In total it covers 3.5% of the world’s land surface, contains almost a quarter
of the world’s population, but shares only 1.3% of the world’s trade. Although trade and FDI are growing
as a percentage of GDP in Pakistan, very little is from within the region, reflecting ingrained suspicions and
decades of political conflict with India. Trading within the South Asian Association for Regional
Cooperation (SAARC) accounts for less than 5% of the members’ total global trade. However, this may
change with the formation of the South Asian Free Trade Area, which the Pakistani government ratified
earlier this year. It creates a framework for a reduction in tariVs by 2007 and the creation of a free trade
zone in South Asia to be in place by 2012.

Society

49. The challenges facing Pakistan are considerable. Feudal structures have historically been strong and
civilian institutions correspondingly weak. In recent times, political parties have relied more on the
personalities of their leaders to attract voters than on comprehensive policy platforms. A weak judiciary, a
lack of accountability, corruption and patronage at all levels persist whatever the complexion of the
government. The involvement of the military across a wide spectrum of society, together with the
domination of the feudal elite, continue to take a toll. Many of Pakistan’s sectional interests feel excluded
from national institutions: this is a major factor undermining social cohesion and producing ethnic and
sectarian violence. State education is poor, which has led to a growth in both private and madrassa
education. Although there have been considerable advances in recent years, a quarter of the population lives
below the national poverty level. These factors all constitute further major challenges to a cohesive society.

50. Even before the foundation of Pakistan, modernists and Islamic radicals contested the idea of what
kind of state it should be; simply a country where Muslims could live together or a state where Islamic law
would prevail. Those who led the call for a separate Muslim homeland, including Mohammed Ali Jinnah,
were largely modernists. However, the martial law regime of Gen. Zia ul-Haq in the 1970s and 1980s
introduced a policy of “Islamisation” of the country’s institutions, including Islamic penal codes and
economic principles, and left an enduring legacy which sits uneasily with Pakistan’s moderate sufi traditions.
The majority of the population today remains largely moderate, although devout, but religious radicalism
has grown and sectarian tensions are never far from the surface. President Musharraf is committed to a
progressive agenda he terms “enlightened moderation”. But attempts by the Government to reform Islamic
laws have met with stiV opposition. Most recently the Government had to stall passage of its “Women’s
Protection Bill” to amend the Hudood ordinances—laws which are highly discriminatory against women—
following parliamentary opposition.
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IV. Security

India/Pakistan and the Kashmir issue

51. The UK has welcomed progress made in recent years between India and Pakistan within their
Composite Dialogue process. These discussions cover: Peace and Security; the Wular Barrage/Tulbul
Navigation project; Siachen Glacier; Sir Creek; Economic and Commercial Cooperation; Terrorism and
Drugs and the Promotion of friendly exchanges. Separately, the Indians have formed five Working Groups
to provide a structured framework for looking at ways to improve the situation in Kashmir. The five groups
will discuss:

— measures for improving the condition of people aVected by militancy, plus schemes for
rehabilitating orphans and widows aVected by insurgency;

— simplifying cross-Line of Control travel, increasing goods traYc and expanding people-to-people
contacts, including the promotion of pilgrimages and group tourism;

— economic development, employment generation and the balanced regional development of
Kashmir;

— the special status of India-administered-Kashmir within the Indian Union, and to consider how
to strengthen democracy, secularisation and the rule of law (this Working Group has yet to
meet); and

— good governance, the strengthening of local self-governance and the implementation of the Right
to Information Act.

52. The India-Pakistan relationship has been transformed since 2002 when the two countries appeared
to be on the brink of war. Despite some diYculties following recent terrorist atrocities in Mumbai, the Joint
Statement agreed at Havana (in the margins of the NAM Summit) in September 2006 means that both
countries have re-committed themselves to continuing the process. As a close friend of both countries, we
remain in regular contact with India and Pakistan, and we will continue to encourage both countries to seek
a durable resolution to all the issues outstanding between them, including over Kashmir.

53. The situation in Kashmir continues to be of concern. Cross-Line of Control terrorist groups continue
to operate in Indian-administered Kashmir, and there are almost daily attacks. Despite relatively successful
elections in Indian-administered Kashmir in October 2002, and some signs of increased “normalcy” eg large
numbers of Indian tourists, there is still widespread alienation among people in the Kashmir Valley (in
contrast to the two other regions of Jammu and Ladakh). The Indian Government has made some eVorts
to begin dialogue with separatist groups and to address popular concerns, but there has been limited
progress so far. Over half a million men are stationed with the security forces (army, central paramilitaries,
police) in Indian-administered Kashmir. Human rights violations by the security forces have reduced in
recent years but are still a cause of concern.

Terrorism

54. Terrorism is a growing concern in South Asia. Most of the countries in the region are aVected to a
greater or lesser degree by terrorism on their territory. Suspicions and allegations about external
involvement in or support for particular attacks colour a number of bilateral relations within the region, in
particular India-Pakistan, and also India-Bangladesh and Afghanistan-Pakistan. The links between
domestic extremist groups in the region are becoming more evident, as are links to UK-based extremists.
It is widely thought that some core Al Qaeda leadership are in hiding in the remote Afghanistan-Pakistan
border region.

55. Pakistan-based terrorists and their links to the British-Pakistani diaspora currently pose the greatest
terrorist threat to the UK. Working with the Government of Pakistan is therefore a top UK counter-
terrorism priority. Some British-Pakistani terrorist networks are closely linked to Al Qaeda; some are more
loosely associated. The attacks in London on 7 July 2005 and the more recent arrests in connection with
Operation Overt (the series of arrests made in the UK on 10 August in relation to a plot to explode a number
of US-bound aircraft) demonstrated that these terrorist networks seek to co-operate, facilitate, and train
with extremists in Pakistan. Pakistani and UK Government co-operation was a crucial feature of
Operation Overt.

56. The Baluchistan Liberation Army (BLA) was proscribed by the UK in July 2006. Proscription of
other groups, including Hizb ut Tahrir (HuT), is kept under constant review.

57. Terrorist groups, including ever-mutating splinters and oV-shoots, still conduct attacks in Indian-
administered Kashmir on Indian security forces and civilians. It is not clear where all of these groups are
based. Most have a jehadi style Islamist agenda for Kashmir. Such groups—particularly in recent times
Lashkar-e-Toiba (LeT) and Jaish-e-Mohammed (JeM)—have conducted attacks in both India and
Pakistan. The UK has proscribed LeT and JeM.

58. Recent attacks in India include the Delhi bombs (29 October 2005) with around 60 fatalities; an attack
on a police Special Task Force station in Hyderabad; shootings at an Indian Institute of Science conference
in Bangalore (28 December 2005, one dead); the Varanasi bombings (7 March 2006); the Mumbai bombings
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(11 July 2006 nearly 300 killed); and the bomb attacks in Malegaon (8 September 2006, at least 30 killed).
Pakistan is also a victim of terrorism, including assassination attempts (there were two attempts on the life
of President Musharraf in 2003 and one on the life of Prime Minister Shaukat Aziz in 2004), and sectarian
violence such as the recent assassination of Pakistan’s most senior Shia cleric.

59. There are several insurgencies in the North East of India including the one in Assam, led by ULFA
(United Liberation Front of Assam). There are Maoist (Naxalite) insurgents in the East and parts of central
India (particularly Bihar, Jharkand, Chattisgarh and Andhra Pradesh). The authorities are very concerned
about the spread of Naxalite activity. More civilians are thought to have died in Naxalite violence this year
than in violence in Indian-administered Kashmir. There is also a significant criminal element to most of these
insurgencies. Pakistan has also confronted an armed insurgency in Baluchistan (where there is a strong
sentiment against perceived misappropriation of natural resources by the centre).

60. The Bangladesh Government is also tackling a serious terrorist problem. On 17 August 2005 in what
was seen as a demonstration of co-ordination, over 450 bomb attacks took place simultaneously across
Bangladesh, killing two people. In the following months, further attacks led to the deaths of around twenty
more people. A banned extremist group Jamaat Mujahidin Bangladesh (JMB) claimed responsibility—the
Government has since captured the leaders. There have also been a number of assassinations in Bangladesh,
primarily linked to other domestic extremist groups. There are concerns that there may be some Bangladesh-
based connections with terrorist groups active elsewhere.

61. Nepal has faced a 10 year Maoist insurgency which has resulted in the deaths of some 13,000 people,
many at the hands of the security forces. The Maoists have used terrorism, extortion, abductions and other
human rights abuses to pursue their cause. Since the restoration of multi-party democracy and the mutual
ceasefire in April 2006 fighting between the Maoists and the (formerly Royal) Nepalese Army has largely
ceased. But Maoist abuses continue.

62. In Sri Lanka the Liberation Tigers of Tamil Eelam (LTTE) have been waging a violent campaign,
including terrorism tactics, against the Government for over twenty years to try and secure a separate state,
or at least federal devolution, in the north and north-east of the country. Recent weeks have seen a
resurgence in open hostilities resulting in considerable loss of life, including to civilians. Norway, as
facilitator to the peace process, continues to work hard, with the full support of the international
community, including the UK, to bring the parties to resume negotiations for a peaceful settlement.

WMD Proliferation

63. India and Pakistan have both ratified the Chemical Weapons Convention (CWC) and the Biological
and Toxin Weapons Convention (BTWC). India is destroying its stockpile of chemical weapons under the
CWC verification regime. The Pakistani Ambassador is President-designate of the five-yearly BTWC
Review Conference scheduled for later this year.

64. Neither country has signed the Nuclear Non-Proliferation Treaty (NPT), nor the Comprehensive
Nuclear Test Ban Treaty (CTBT). Both India and Pakistan are on the list of countries which must ratify the
CTBT before entry into force. For many years their nuclear status was ambiguous: even when India
conducted a partially successful nuclear test in 1974, it characterised it as a “peaceful nuclear explosion”.
But in 1998 India conducted a series of nuclear tests, closely followed by Pakistan, and both countries openly
declared themselves to have nuclear weapons programmes. However, since nuclear-weapon States (NWS)
are defined by the NPT as “states which manufactured and exploded a nuclear weapon or other nuclear
explosive device prior to 1 January 1967”, India and Pakistan have to be regarded as non-nuclear-weapon
States (NNWS) for NPT purposes.

65. In the aftermath of the 1998 tests the UN Security Council, on the basis of a P5 Joint Communiqué,
unanimously adopted UNSCR 1172. This condemned the tests and, among other things, called on India
and Pakistan to stop their nuclear weapon development programmes and to become parties to the NPT.

66. The UK is a member of the Nuclear Suppliers Group (NSG). The NSG’s present Guidelines on
nuclear-use-only items prohibit their supply to any NNWS which does not have a safeguards agreement with
the IAEA covering all its nuclear material (a so-called “comprehensive safeguards agreement”, CSA). For
the purposes of the NSG Guidelines India and Pakistan are not nuclear weapons states. There is no prospect
of either accepting a CSA, which would require them to put under safeguards materials they intend for their
nuclear weapons programmes. Consequently the Guidelines require that NSG members should not supply
nuclear use only items to either country.

67. On 15 March 2002, the then Minister of State Ben Bradshaw set out HMG’s policy towards nuclear
exports to both countries. This policy was to deny all exports for items on the NSG Dual-Use List to India
and Pakistan and to discourage contacts between UK nuclear scientists and their South Asian counterparts.

68. This policy was revised in August 2005 with respect to India. It now stipulates that we will continue
to refuse:

— applications in respect of all NSG Trigger List items; and
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— applications in respect of all items on the NSG Dual-Use List, when they are destined for
unsafeguarded nuclear fuel cycle or nuclear explosive activities, or when there is an acceptable risk
of diversion to such activities.

69. We will now, however, consider on a case-by-case basis licence applications for items on the NSG
Dual-Use List destined for other activities. We will also consider all applications to export other items
assessed as licensable, including those assessed as licensable under WMD end-use control, on a case-by-case
basis, taking into account:

— the risk of use in, or diversion to, unsafeguarded nuclear fuel cycle or nuclear explosive activities,
or acts of nuclear terrorism;

— the risk of possible onward transfer of these items to other States for proliferation purposes,
including the recipient State’s export control performance; and

— the potential utility of the items concerned for, and contribution that they would make to, such
activities.

70. We will continue to consider applications for exports which will contribute to the physical protection
or security of civil or military nuclear facilities or assets in India. Licences may be issued in exceptional cases,
consistent with our obligations and commitments.

71. We will encourage contacts between UK nuclear scientists, academics and those working in or with
the UK nuclear industry with their Indian counterparts, except where we consider that such contacts might
be of assistance to the weapons-related aspects of its nuclear programme. In light of this new policy towards
India, the UK-India Civil Nuclear Contact Scheme has been introduced to oversee and facilitate contacts
between the UK and India, maximising scientific collaboration within the parameters of the UK’s existing
international and domestic legal obligations. Where such contacts involve the transfer of technology, which
require export licences, we will continue to consider applications for such licences in accordance with the
provisions of UK export control legislation, on a case-by-case basis.

72. This announcement followed careful consideration of moves by India to improve its non-
proliferation laws and their implementation. Following the revelation of the proliferation network run by
AQ Khan, it was concluded that it was inappropriate at that point to make similar changes to our policy
towards Pakistan.

73. Separately from this process, US President Bush and Indian Prime Minister Manmohan Singh
agreed on 18 July 2005 to launch the US-India Civil Nuclear Co-operation Initiative (CNCI). The US
Administration would seek agreement from Congress to adjust US laws and policies, and work with others
to change the NSG guidelines, to enable full civil nuclear energy co-operation and trade with India.

74. In return, India would:

— identify and separate its civilian and military nuclear facilities and programmes in a phased
manner, placing the former under IAEA safeguards in perpetuity;

— sign and adhere to an Additional Protocol on its civilian facilities;

— continue its unilateral moratorium on nuclear testing;

— work with the US for a multilateral Fissile Material Cut OV Treaty; and

— adhere to the Missile Technology Control Regime and NSG guidelines.

75. The Prime Minister welcomed the announcement of the CNCI. In addition to its non-proliferation
benefits, the Initiative can make a significant contribution to energy security, development, economic and
environmental objectives for India and the international community. HMG remains committed to the
objective of universal NPT adherence, but we recognise this is a long-term objective. The CNCI makes no
diVerence to India’s status under the NPT as it can only sign up to the Treaty as a Non Nuclear Weapons
State (NNWS). India has taken action in recent years to conform to international non-proliferation norms,
for example the adoption of new export control legislation in April last year. The commitments made in the
US-India Joint Statement of 18 July 2005 represented further progress.

76. Implementation of these commitments will bring India further into, and thereby strengthen, the
broader nuclear non-proliferation framework, of which the NPT is the cornerstone. In particular, the CNCI
will reinforce the centrality to this framework of both IAEA safeguards and the Additional Protocol, and
can only aid the latter becoming a universal standard.

77. The NSG has discussed the CNCI at its meetings since the 18 July announcement, though no decision
has yet been taken on whether to amend its Guidelines. In parallel, India has held two meetings with the
IAEA to discuss Safeguards. These have been regarded as initial talks that have gone well, but further work
is needed. In the US, legislation has slowly been going through Congress to allow US bilateral cooperation.
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V. Regional Security and Governance

India’s Central Role

78. Since the end of the Cold War India’s foreign policy orientation has been in transition. This has also
been driven by India’s impressive economic growth. It has developed closer ties with Western nations, in
particular the US (as exemplified by the negotiations on civil nuclear cooperation) but also the UK, EU and
Japan. India has been trying to move away from its “hyphenated relationship” with Pakistan, to be looked
at as a serious regional and global player in its own right and on a wide range of issues. However, the
relationship with Pakistan remains very important, both for bilateral reasons, and because of its
implications for the stability and potential development of the region.

79. The adversarial relationship with Pakistan dominated India’s outlook for much of the post-1947
period. India and Pakistan have fought three major wars (and one minor one) and threatened a fourth in
2001–02. The issue of Kashmir has been the key bone of contention. Since 2004 three rounds of negotiations
(“Composite Dialogue”) over a range of bilateral issues have made some progress towards normalising
relations. Several confidence-building measures have been agreed. A cease-fire along the Line of Control is
nearly three years old. The volume of trade has grown, albeit from a very low base, though around half still
flows via Dubai. There are direct people-to-people links, including a bus service across the Line of Control.
But there has been no substantive progress on topics where control of territory is at issue, ie Kashmir, the
Siachen Glacier and Sir Creek. Full normalisation of relations is unlikely until there is final agreement on
the status of Kashmir. Without this, South Asia remains arguably the most likely arena where the failure
of deterrence could lead to the use of nuclear weapons.

80. Though instrumental in securing Bangladesh’s secession from Pakistan in 1971 India’s relations with
Bangladesh have always been strained. The relationship is stymied by a number of contentious issues:
unresolved borders (including enclaves in both countries), trade, shared rivers, illegal immigration, transit
rights and the alleged presence of anti-Indian insurgents in Bangladesh. Each country has opposing
priorities: Bangladesh focuses on trade and water; India on insurgents/security, illegal immigration and
transit rights to its North Eastern states. India’s economic and military power and sheer size dominate the
national psyche in Bangladesh perhaps even more than in India’s other neighbours.

81. In early 1997 the two countries signed a landmark agreement (renewed annually) on water sharing
for the Ganges rivers and for improved liaison over refugee and border security issues. The fall from power
in 2001 of the Awami League and the return of the Bangladesh National Party in coalition with Islamist
partners, have led to cooler relations. India remains concerned over the influence of the Islamist parties and
by the rise of Islamism and terrorism in Bangladesh.

82. Bangladesh’s growing problem of extremism, a political-criminal nexus and a general lack of good
governance present a potential threat to the region’s stability. Elections are due in January 2007 but
Bangladesh’s parliamentary democracy is undermined by deeply confrontational relations between the two
main parties. The government needs to do more to establish a free and fair election playing field. Failed
elections are not out of the question. India will want to let the dust settle on the elections before moving
forward on any initiatives to improve relations.

83. Against a backdrop of pre-election uncertainty, the major Indian corporation, Tata, has recently
suspended plans for a $3 billion infrastructure project in Bangladesh, amidst reports that Bangladeshi
Ministers were concerned about popular reaction to oYcial endorsement of such a large Indian investment.

84. The two major influences on India’s relations with Sri Lanka have been security and the shared
ethnicity between Tamils in southern India and in northern and eastern Sri Lanka. The failed 1987 Indo-
Sri Lankan Accord, the fighting between Indian peace keeping troops in Sri Lanka and the LTTE in the
1980s, and the assassination of Rajiv Gandhi in 1991 by an LTTE suicide bomber have made deep wounds.
India has called on Sri Lankan President Rajapakse to bring an end to the killing of Tamil civilians and spell
out his vision of devolution. India is a strong supporter of Norway’s role as facilitator of the peace process.

85. Despite President Rajapakse’s suggestion that the Indians should play a more central role in the peace
process, Delhi has so far resisted this and continues to make clear its strong support for the Norwegian
eVorts. It meanwhile stresses to the government of Sri Lanka the need to tackle the serious humanitarian
and human rights situation.

86. Relations with Nepal are close, yet fraught. Under the 1950 Treaty of Peace and Friendship each
government agreed, inter alia, to give citizens of the other “national treatment with regard to participation
in industrial and economic development” and “the same privileges in the matter of residence, ownership of
property, participation in trade and commerce”. Political instability within Nepal and the Maoists’
“people’s war” launched in 1996 have been of great concern to India, not least because of suspected links
between Nepalese Maoists and Maoist groups in India, but also because of the rise in criminal activity, eg
smuggling, in border areas and unrestricted migration. The Treaty has been and still is the subject of a
certain amount of resentment in Nepal; the Maoists have demanded that this “discriminatory” Treaty
should be abrogated.

87. In recent years India has helped broker agreements between the political parties, King and Maoists.
In late 2005 they helped broker the 12 Point Agreement between the Seven Party Alliance (SPA)—now the
Government—and Maoists. Since the people’s uprising in April 2006 and the return of multi-party
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government, India has supported the attempts by the SPA to bring the Maoists into government, once the
management of arms has been satisfactorily resolved. After initial hesitation, India has recognised the value
of a UN role in providing technical assistance to the peace process. Prime Minister Koirala has good
relations with Indian leaders, and made a high profile visit to New Delhi in June 2006 during which a
substantial Indian aid package for Nepal was announced. India naturally has influence over all key players
in Nepal, including the Maoists. Indian influence can sometimes stir controversy in Nepal, but all parties
in Nepal recognise that they have more to gain from good relations with India than not.

88. Like Nepal, Bhutan is a buVer state with China. India has always seen Bhutan’s internal stability as
integral to her national security. The 1949 Treaty of Friendship with Bhutan stipulates that Bhutan will be
guided by India’s advice in regard to her external relations and makes India responsible for Bhutan’s
external security. This relationship has worked well and served India’s interests when in December 2003 the
Royal Bhutan Army, in co-ordination with Indian forces, began successful military operations against
guerrilla bases in southern Bhutan. The bases had been established by groups seeking to establish an
independent Assamese state in north-east India. India provides Bhutan with developmental assistance and
co-operation in infrastructure, telecommunications, energy and industry and hydro-electricity projects
which have boosted Bhutan’s GDP exponentially. Bhutan is sensitive to India’s concerns about its
relationship with China.

89. India and Maldives have enjoyed friendly relations since the latter’s independence in 1965. The
maritime boundary was settled in 1976 and in 1988—at the request of Maldives and in keeping with India’s
preparedness at the time to take a lead in the region—India dispatched 1,600 troops by air to restore order in
the capital after an attempted coup. The Indian Navy provided early post-tsunami assistance to the islands.

90. India’s other important relationships in the wider region include:

— Burma: while India says it shares the concern to see democracy established in Burma, it argues for a
policy of engagement. It is very conscious of the need to work with the Burmese regime for security
reasons (north-east insurgent groups have used Burma in the past), and for reasons of strategic
competition with China.

— Afghanistan: India has very good relations with President Karzai’s Government. It has given a lot
of reconstruction assistance—$650 million—and has an active presence on the ground. It is very
concerned about Taleban influence and possible linkages to terrorists operating against India.
DiYculties in the India-Pakistan relationship can sometimes spill over into relations with
Afghanistan.

— Iran: India, which is home to over 27 million Shia Muslims, is proud of its “civilisational
relationship” with Iran. There is also strategic interest in good relations with Iran because of
Pakistan. Recently there has been a focus on potential energy deals (sale of LNG and an oil/gas
pipeline via Pakistan). The Indian Prime Minister has said that India does not wish to see Iran
develop a nuclear weapon, but it is also keen to find a peaceful resolution through negotiation.

India’s involvement in Regional bodies

91. South Asia is characterised by very low levels of economic integration and intra-regional trade.
Economic co-operation has traditionally been held hostage to narrow political and security perceptions and
the fear amongst her neighbours that India will become even stronger. Formal trade and non-trade barriers
are indicators of political unwillingness to open markets to real competition. India is key to any successful
regional trade agreement. It is at the heart of the region, and any regional economic endeavour will need
Indian support if it is to work. As a regional player with global ambitions, India does not want to be left
out of any emerging groupings. But concrete benefits have been fairly limited so far.

SAARC

92. The South Asian Association for Regional Co-operation (SAARC) comprises Bangladesh, Bhutan,
India, Maldives, Nepal, Pakistan, Sri Lanka and Afghanistan (recently joined). It was established in 1985
with the objectives of, inter alia, promoting the economic growth, social progress and cultural development
in the region. After a slow first ten years SAARC has now begun to make some progress on economic and
trade matters. But regional co-operation is aVected by the state of India-Pakistan relations in particular.

SAFTA

93. The South Asian Free Trade Agreement (SAFTA) was signed in January 2004 and began
implementation from January 2006 with full operational eYcacy anticipated for 2016. SAFTA’s key
objective is the liberalisation of trade in goods. Its scope is not particularly ambitious, but resistance to trade
liberalisation is still strong as the economies of the area do not feel ready to expose themselves to the
competition of neighbours. Disagreements have continued over the list of “sensitive” (ie exempt) items,
rules-of-origin issues and compensation levels for SAARC’s Least Developed Countries.
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ASEM/ASEAN

94. Since the early 1990s India has had a so-called “Look East” policy for several reasons: a reorientation
following the end of the Cold War, to provide an alternative to the problematic relationship with Pakistan
to the West, and to boost Indian influence in Asia as a whole, particularly with those countries traditionally
within China’s sphere of influence.

95. Since 2002, India has been an ASEAN Dialogue Partner. It is a member of the ASEAN Regional
Forum (ARF), participated in the first East Asia Summit (in December 2005), and joined the Asia Europe
Meeting (ASEM) in September 2006. It is in the process of negotiating a Free Trade Agreement with
ASEAN, as well as bilateral agreements with several ASEAN members.

96. India attaches some importance to these relationships, but they are not at the top of its foreign policy
priorities. It is much closer to some countries, eg Singapore, than others.

Shanghai Co-operation Organisation

97. India (and Pakistan) received observer status in 2005, and has been keen to maintain a presence in
the Shanghai Co-operation Organisation (SCO). The SCO is primarily centred around economic co-
operation and Central Asian security-related concerns (terrorism, separatism and extremism) but the overall
geo-political direction of the organisation is being driven by Russia and China towards curbing
Washington’s influence in Central Asia. India has not applied for full SCO membership and is unlikely to
do so for fear that it will undermine developing relations with the US.

BIMSTEC

98. The Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Co-operation (BIMSTEC)
was established in 1997 to foster socio-economic co-operation among Bangladesh, India, Myanmar, Sri
Lanka and Thailand. Bhutan and Nepal were admitted as full members in 2004. BIMSTEC is envisaged as
facilitating trade and development between its member states—five of which are SAARC countries and two
of which are members of ASEAN. The seven countries have endorsed a plan for a free trade pact by 2017
whilst India, Sri Lanka, and Thailand are committed to trade liberalisation by 2012. In theory, BIMSTEC
could displace SAARC as it is not hostage to Indo-Pakistan relations. Whether it does or not will be largely
up to India, the potential lynchpin of BIMSTEC. If India wants to get the best out of BIMSTEC’s potential
it will have to re-energise its economic reforms and improve its infrastructure, especially in the
underdeveloped East and North East. But in the day to day Indian international trade agenda BIMSTEC
does not feature much.

VI. India’s International Role

India’s Growing Influence

99. India tries to find a balanced way through its traditional NAM loyalties and emphasis on south-south
cooperation, and its increasing interest in the US. The relationship with the US has been transformed in the
last ten years, though suspicions remain, in particular of the US foreign policy agenda. India has put much
eVort into defending and promoting the civil nuclear agreement with the US, which symbolises the
transformation since 1998 when the US imposed sanctions following India’s first openly military nuclear
test.

100. India’s relations with China have changed quite dramatically from being one of competition to co-
existence and co-operation. Trade between the two countries is booming and continues to grow as they, like
the rest of the world, explore the potential in each other’s expanding markets. The historic suspicions that
have dogged the relationship since the end of the 1962 war still remain, but are no longer a significant issue.
Relations between India and China matter to the UK at economic, military and strategic levels. How these
two countries get along together will have an impact on the wider world for many years to come.

International Organisations:

India’s profile at the UN

101. Reflecting India’s contribution to the work of the UN, the size of its population, and the importance
of its emerging economy, the UK has supported India’s bid for a permanent seat on the UN Security Council
since 2003. India is active across the board at the UN. It is also an influential member of the G77 (group of
132 developing countries).

102. India is the third largest contributor to UN peacekeeping, with over 9,000 troops and civilian police
deployed on 12 UN peacekeeping operations. Over half are deployed to the UN Mission in the Democratic
Republic of Congo (MONUC). The Indians have also supplied MONUC with attack helicopters, which
have played an important role in disarming and demobilising the belligerents.
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103. The Indians are active in the contentious debate in New York on UN management reform. The 2005
UN World Summit agreed a series of management reforms to modernise the UN, including through a more
eYcient, eVective and accountable UN Secretariat. Reform should be increasingly in India’s interest, as its
own contribution to the UN regular budget will increase as its economy grows. But India, like her G77
partners, is concerned that the reform agenda might reduce the power of the wider membership in the
General Assembly and place the Secretariat more under the influence of the major (predominantly western)
financial contributors.

104. India initiated negotiations for a UN Comprehensive Convention on International Terrorism. India
has played a positive role in that process and in discussion of a draft UN Counter-Terrorism Strategy. Like
us, the Indians want a strong condemnation of terrorism by the UN; they support the SG’s work on the
issue; and want all parts of the UN system to be better co-ordinated.

105. The UN Human Rights Council (HRC) was established in 2006 to replace the discredited
Commission for Human Rights. India made a series of election pledges for its seat on the Council, including
committing to work for the success of the Council and to continue to support UN bodies. It was elected
comfortably. India was generally flexible and constructive in the procedural HRC negotiations in June, and
helped promote some good solutions on moving the Council’s establishment forward.

106. India is a Non-Annex I country within the UN Framework Convention on Climate Change and is
a signatory to the Kyoto Protocol which India ratified in August 2002. As a non-Annex 1 country India has
no set Kyoto target to meet between 2008–12. India shares with the rest of the G77 the view, acknowledged
in the UNFCCC, that the burden of reducing global CO2 emissions rests in the first instance with the
developed world. India is suspicious of any action that it perceives to be an attempt to lock it into emission
reductions targets that might prove harmful to its economic growth.

India and the WTO

107. India is an important and active country within the WTO. It is a leading member of the G20
grouping of advanced developing countries, which also includes Brazil and China. India’s position in the
current round of negotiations (the Doha Development Agenda—DDA) is driven by a mix of interests. India
wants to protect its subsistence farmers and about 600 million people who depend directly or indirectly on
agriculture, particularly from subsidised imports and on non-agricultural market access—NAMA
(protection of its infant industry and a fear of an influx of Chinese textiles and manufactured goods). At the
same time, India recognises that an increasing number of its industrial sectors (pharmaceuticals, auto parts
etc) are beginning to be globally competitive, hence there has been significant autonomous reductions in
industrial tariVs in recent years, and it may be willing to go further as part of a WTO agreement.

108. India, like the UK, wants to see a reduction in developed countries’ trade-distorting agricultural
subsidies. Given the potential benefits that the Round could deliver, particularly for the poorest developing
countries, but also for India’s fast-growing emerging economy, we are urging them to take the most
constructive approach possible.

109. The WTO Round remains the UK’s main priority and India also remains ready to engage. But with
the current impasse in the WTO negotiations, India is increasing its focus on potential bilateral and regional
trade agreements, and appears to be giving the launch of formal negotiations with the EU a high priority.

India in the Commonwealth

110. India has always placed a key role within the Commonwealth. Some say it was India’s decision soon
after Independence to continue in the Commonwealth which influenced other Asian and African countries
to join the organisation and which therefore opened the era of the modern Commonwealth.

111. India is the largest member state of the Commonwealth with nearly 60% of its total population. It
is the fifth largest contributor to the Commonwealth Secretariat’s budget after the UK, Canada, Australia,
and South Africa. India is an active member of key Commonwealth bodies, including the Committee on
Terrorism and played a key role when a member of the Commonwealth Ministerial Action Group on the
Harare Declaration (CMAG). India continues to show its commitment to the Commonwealth by being one
of the principal donors for the Commonwealth Small States OYce in New York.

112. India will be hosting the 2010 Commonwealth Games in Delhi.

IBSA

113. The initial purpose of the India-Brazil-South Africa (IBSA) Dialogue Forum was to foster south-
south co-operation between three key regional developing nations and present a cohesive voice at the
bargaining sessions anticipated for the Doha Rounds of WTO talks. The common challenges of poverty
alleviation, economic development and social equity provided the early focus, but specific trade and sectoral
issues also featured highly at the September 2006 IBSA Summit in Brasilia. IBSA is also seen by India as a
potential gateway to wider regional markets already governed by customs unions (MERCOSUR and
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SACU) and some work on preferential trade arrangements between India and these two groupings is now
underway. IBSA has also pressed for a more representative (multilateral) UN; specifically, India and Brazil
support each other’s candidature for inclusion as permanent members of the Security Council.

Energy:

Energy Security

114. India has recently launched an Integrated Energy Policy to address energy security. But even if the
policies are implemented, the demand for imported oil and gas will continue to rise well beyond India’s
indigenous capacity to meet demand. The new policies propose to:

— Increase the production of domestic coal and gas through new exploration licences.

— Increase civil nuclear power production based on domestic thorium.

— Promote the use of renewable and next generation energy sources. The Indian government is
promoting the use of ethanol made from sugar cane and bio-diesel extracted from local plants.
Additionally, India is emerging as a growing market for solar, wind and hydroelectric power.

— Liberalise the fuel market.

— Invest significantly in energy eYcient technologies and R&D.

India in the Global Energy Market

115. While India has significant reserves of (low grade) coal, it is relatively poor in oil and gas resources.
India’s rapidly increasing demand for energy will lead to a substantial increase in demand particularly for
oil. The World Energy Outlook projects India’s dependence on oil imports will grow from 70% to 92% by
2020. Its oil reserves amount to 5.9 billion barrels, 0.5% of global reserves, with a total proven, probable,
and possible reserves of close to 11 billion barrels. The majority of India’s oil reserves are located in fields
oVshore from Bombay and onshore in Assam. Recently there have been significant finds of oil in the deserts
of Rajasthan by UK-based Cairn Energy.

116. India imports around 65% of its oil requirements from the Gulf region. Conscious of this growing
reliance on the Gulf, India is seeking to diversify its suppliers. Indian investment in overseas oilfields has
reached $10 billion in the last few years, not including a $25 billion deal with Iran. In support of this, India
is developing new relationships, for example in Sudan, where India has invested $750 million in oil; Nigeria
where India negotiated a purchase of about 44 million barrels of crude oil per year on a long-term basis;
and in Syria, where India recently finalised a contract for the exploration, development and production of
petroleum with a Syrian company.

117. India is trying to gain a foothold in the Caspian basin. India has provided Tajikistan with a
$40 million aid package and undertook to refurbish an air base near the Tajik capital Dushanbe.

118. The Russian territory of Sakhalin, Vietnam and Myanmar are also potential suppliers to the Indian
market and areas in which Indian firms have made major investments.

119. The government is trying to promote a shift towards natural gas and Liquefied Natural Gas (LNG).
There have been recent finds in the Krishna-Godavari basin. But new finds do not match growing demand.
India will be a major importer of natural gas and LNG over the next few decades. The cheapest way to
supply India with gas is through pipelines from Central Asia and the Middle East, through Pakistan.

120. India remains confident that there will be agreement on an Iran-Pakistan-India (IPI) Pipeline at
some stage, although problems over the price of the gas and the security of the pipeline are yet to be resolved.
The other gas pipeline India is actively considering is the Tajikistan-Afganistan-Pakistan (TAP) pipeline.
This pipeline is also fraught with problems. However with Gazprom showing an interest in this pipeline, the
TAP pipeline seems to be nearer to implementation than the IPI one.

121. On the eastern coast, imports of small amount of natural gas from Bangladesh may be feasible.
However, Bangladesh’s internal party politics do not allow it to take a decision in favour of exports to India.
Consequently, India is focusing on costlier LNG imports especially from Oman, Qatar and Australia.
Construction of the required infrastructure is already underway.

Reliability of supply

122. India is becoming increasingly aware that its economy is highly vulnerable to supply disruptions
and, until recently, India did not have an energy security policy or contingency plan in case of crisis. The
Indians are aware that they are the late entrants in the acquisition of equity oil and are therefore prepared
to take more risk in acquiring equity oil concessions. As well as these purchase strategies India is building
a strategic crude oil reserve facility on its southern and eastern coasts.
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123. India’s rising energy demand directly aVects the UK’s energy security interests. Indian energy
demand is driving up oil prices; India is investing in maritime capabilities to protect transit routes; state
owned companies are buying oil and gas assets in countries that will influence their foreign policies in ways
the UK may find diYcult (eg Burma).

Environment:

Climate Change and India

124. The impacts of climate change in South Asia could undermine domestic priorities in sustainable
economic development and lead to regional conflict, migration and an increase in competition over natural
resources. Temperature increase of 3–4 degrees centigrade over the next thirty years could cause Himalayan
glaciers to shrink; areas that rely on glacial runoV would suVer severe shortages with 500 million people
depending on the glacier-fed Indus and Ganges rivers for water. Desertification, deforestation, soil erosion
and a reduced water table are already major problems—more climate change will worsen this. A one-metre
sea rise would aVect 5,763 square kms, and threaten another 7.1 million people. Goa would lose 4.3% of its
land, including tourist areas. Rice and wheat production would drop significantly because of climate change.
Gujarat, Maharashtra, Karnataka, Punjab, Haryana, and Uttar Pradesh would be worst aVected.
Temperature rise would lead to increased pest populations and crop losses and vector-borne diseases such
as malaria would invade new areas.

125. Again, the decisions taken in India on energy infrastructure, particularly on carbon intensive coal-
fired generation will have huge implications for global climate security for decades to come.

126. India has no targets, specific policies or programmes to reduce greenhouse gas emissions. However,
it has numerous policies, driven by concerns about energy security and environmental health, which also
deliver climate change benefits. These include policies on energy eYciency, energy conservation, promotion
of renewables and protection of the environment. Action is in the form of voluntary targets, policies and
regulation—tasking states to prepare energy eYciency or renewable energy plans and then providing
incentives for states to implement the policies. There has been some initial work on climate change impacts,
but there is limited research and understanding of adaptation to climate change and what this may mean
for India. Adaptation to climate change may be included in the national policy agenda in the near future,
however.

127. The Indian government resists discussion on emissions reductions, particularly with regard to
targets, and looks critically at some international collaboration which it fears might lead to targets. The
Indian political view is that India’s need for economic growth must not be compromised by environmental
concerns.

128. The UK is actively engaged with India on climate change through the ongoing Structured Dialogue
on Climate Change (SDCC) that encompasses work on the impacts of climate change in India, vulnerability
of certain sectors and adaptation strategies, as well as study of barriers to transfer of low carbon technology.
Ensuring intergovernmental engagement has been at the core of the bilateral work on climate change and
environment.

129. The Department for International Development (DFID) is focussing on climate adaptation and
collaborating with the Ministry of Rural Development and with state governments in Andhra Pradesh,
Madhya Pradesh and Orissa. These projects are to help communities adapt to drought and floods, which
are expected to become more frequent and severe as a result of climate change. DFID also contributes to
the Disaster Risk Management Programme under the Ministry of Home AVairs, to support disaster
preparedness in Bihar, Uttar Pradesh, Tamil Nadu and Delhi.

130. The UK climate change agenda is also being pursued through Indian involvement in the G8
Gleneagles Dialogue on Climate Change, Clean Energy and Sustainable Development. At the first
ministerial meeting of the Dialogue in London last year, both countries announced a joint study on barriers
to technology transfer for a low carbon economy. The study was lead by the Ministry of Environment &
Forests, with cross-Government representation on the Steering Group. The results will be presented at the
second ministerial on 4–6 October 2006 in Mexico. The UK engagement with the Indian Government in the
Gleneagles process should continue over the coming year with a planned project working with the Ministry
of Urban Development on integrated transport systems to be taken further at the second Gleneagles
ministerial meeting.

Sustainable Development

131. India has a wide range of climatic conditions incorporating almost all the world’s types of habitat.
India has about 45,000 plant species and an equally rich and varied fauna with about 75,000 species of
animals. There are over 63 National Parks and Sanctuaries located in diVerent parts of the country.
Deforestation, habitat degradation, inadequate water supply, poor energy sources and water quality
are region-wide problems, which need to be addressed on a priority basis. In the cities, especially
Mumbai, Delhi, Kolkata and Chennai, air pollution and solid waste management is an increasingly serious
problem. A list of major environmental issues and concerns in the region includes: integrated land use
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planning, deforestation, desertification, solid waste management, declining availability of fresh water
and deteriorating water quality, growing urbanisation, population explosion, environmental diseases,
degradation of marine and coastal resources, loss of biological diversity and climate change.

132. The Joint Declaration of the UK-India Summit in September 2004 paved the way for the UK-India
Sustainable Development Dialogue, established in October 2005. Under the Dialogue the UK and India
have formed working groups on each of four themes: sustainable forestry; reducing illegal trade in wildlife;
desertification; and Corporate Social Responsibility (CSR).

VII. India-UK and India-EU Relations

India-UK Bilateral Relations

133. Bilateral relations are now closer than they have ever been across a broad range of policy areas.
During Prime Minister Manmohan Singh’s first visit to the UK on 20 September 2004 he and the Prime
Minister launched a Joint Declaration (the Prime Ministers’ Initiative). This is the umbrella statement of
policy under which the two countries will take forward detailed work on co-operation under the strategic
partnership. It covers five main areas for future co-operation: home aVairs and counter-terrorism; foreign
and defence policy; public diplomacy, including educational and cultural links; trade and economic links;
and sustainable development.

134. The Joint Declaration also established the UK-India Joint Economic and Trade Committee
(JETCO) to “enhance bilateral trade and investment in specific sectors”. JETCO has formally met twice—
in January 2005 in New Delhi, when Patricia Hewitt and Kamal Nath chaired the meeting and agreed a ten-
point action plan, and in January 2006 in London. The next meeting will take place in India in January 2007.
On the UK side, UKTI sector teams are taking forward much of the work, with other departments or
professional groups leading on specialist issues (Law Society on legal services, Patent OYce on intellectual
property rights, DCMS on creative industries etc). A UK-India Investment Summit will be held in October
2006 alongside the now annual political summit.

135. The Economic and Financial Dialogue was also announced in September 2004. The Chancellor and
his Indian counterpart agreed its terms of reference in February 2005. It provides for annual ministerial
sessions and was formed to discuss bilateral economic issues and economic policy agendas, in the context
of globalisation. It covers international economic issues, sustainable economic development, structural
reform, reform of financial systems and markets, improving regulatory frameworks, and international
development.

136. The Joint Declaration established annual summit meetings between the Prime Ministers. At the 2005
summit, the Prime Minister announced the UK/India Education Research Initiative. This pledged
£10 million of UK government funding, plus corporate sponsorship with the aim of stepping up existing
educational relations between India and the UK over the next five years. That sum has since been enhanced
by £2 million further finding from the Treasury, £6 million from the Indian Government, and nearly
£2 million in funds and in kind from industry.

137. At the summit in October 2006 we hope to see enhanced collaboration on counter-terrorism: the UK
and India have each suVered recent terrorists attacks on our transport networks and can learn from each
other’s experiences. We expect also to agree the groundwork for closer collaboration on renewable energy
sources, access to energy, clean energy technology, and wider issues on adaptation to climate change. The
UK-India Investment Summit will be a key opportunity to identify further avenues for bilateral investment,
including how the UK and India can work together to open up markets in India: Indian infrastructure
projects alone are expected to require $150 billion of investment over the next 10 years.

Trade Issues

138. Bilateral trade of goods and services between India and the UK has doubled since 1993. In 2005 the
total value of bilateral trade was £7.9 billion, a rise of almost 20% (from £6.6 billion). The UK is India’s
fourth largest trading partner and India is one of the UK’s largest export markets in the developing world.

139. India is now the third largest investor in the UK. About 500 Indian firms have set up operations in
the UK, the majority from the ICT sector. In 2005–06 there were 76 new Indian investment projects into
the UK, an increase of 110% from the previous year. The UK is the top European investment location for
Indian companies targeting the European market and beyond.

140. The UK is the third largest investor in India (it has the third largest share of new investments
approved since 1991—10.04% well ahead of Germany, Japan and France).

141. Despite this apparent success, there are a number of market access issues that JETCO, in parallel
with EU-India and WTO dialogues, is seeking to overcome:

— Legal/regulatory barriers.

— Bureaucracy.

— Inadequate infrastructure.
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— Bars to or limits on FDI in some sectors (eg legal services).

— Foreign banks may take a 75% equity share in Indian banks, but only in non-profitable ones.

— FDI up to 51% in retailing of single brands.

142. Other bodies are active in promoting trade links. The Indo-British Partnership Network, working
with UKTI, seeks to facilitate access Indian markets for UK SMEs. The Asia Task Force (ATF) is an
informal stakeholder group responsible for advising the Secretary of State for Trade and Industry. The ATF
works to reduce barriers to UK companies setting up operations in Asian countries, and ensuring that, in
both trade and investment terms, they are able to take full advantage of the rise of India, China and
emerging Asia.

Development Assistance

143. During the Prime Minster’s visit to Delhi in 2002, he pledged to increase UK bilateral assistance to
India to £300 million. Since then, DFID has been increasing its aid year-on-year. DFID disbursed
£248 million in 2005–06. It is due to reach £300 million in 2008–09. DFID’s current support includes a
£252 million multi-year contribution to a national programme to reduce maternal mortality and infant
deaths, as a fifth of the world’s maternal deaths and a quarter of its infant deaths occur in India; and
£210 million of multi-year support to a national programme of elementary education that is helping bring
10 million out-of-school children into education.

Whitehall Work on Globalisation

144. HMG continues to assess the emergence of India, the better to calibrate the UK’s responses:

— Businesses are increasingly global, not national entities, which use international supply chains.
Increasingly UK and Indian companies are working in partnership to their mutual benefit.

— India has a comparative advantage in well-educated, low cost and English speaking labour, and
in mass production techniques. India’s advantages are an increasingly integral part of UK firms’
supply chains. We believe the branching out of Indian firms beyond national boundaries will
further accelerate the eYciency gains from global supply chains.

— India is at the forefront of some global economic trends—IT, outsourcing, and biotechnology.
OV-shoring business activities are becoming integrated in the UK economy and many British
household name companies now have a supporting function performed in India.

— As the economy continues to open up India is likely to oVer enormous potential for British
businesses, particularly given the close cultural and historical ties with the UK. In terms of number
of projects, India is now one of the highest investors in the UK.

— We want to work with India to tackle obstacles to foreign investment and business activity in its
markets. Amongst other things this will require reducing restrictions on foreign investment and
reforms to labour markets. Helping the government in tackling corruption will also be key.

— The UK is in an advantageous position to develop a special relationship with India. We have
extensive people-to-people links and a cultural aYnity. There are educational and healthcare links
and human capital, including a shared intellectual base. The existing diaspora contributes greatly
to the UK economy and influences the movement of people between our two countries. In 2005
over 600,000 British nationals visited India and our Posts in India issued over 300,000 visas, with
an estimated 500,000 Indians travelling to the UK.

Human Rights issues

145. A substantial proportion of parliamentary and public correspondence with the Foreign and
Commonwealth OYce regarding India is on a range of human rights issues, notably issues relating to Dalits
(“untouchables”—who remain among the poorest of Indians) and attacks on religious minorities. These
together with other human rights or societal issues are regularly raised with the Indian Government, and
with national and state level bodies. Our Posts continue to take opportunities to work with non-
governmental organisations in India and elsewhere on caste and other human rights issues.

146. India has a robust parliamentary tradition, an independent judiciary, professional and apolitical
armed forces, a vibrant civil society, and free media.

147. India has signed and ratified all of the six core UN human rights treaties except the Convention
Against Torture (CAT), which it has signed but not ratified. We continue to encourage India to ratify the
CAT. In May, India was elected to the UN Human Rights Council. While recognising the challenges faced
by India in narrowing the gap between the spirit and implementation of the UN Rights Conventions (civil,
political, economic, social and cultural), and recognising also the progress made in a number of areas, it
remains the case that implementation varies from state to state in India and awareness of human rights issues
is inconsistent. Gaps remain between legislation and enforcement in numerous areas—minority, gender and
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child rights, for example. As a result, the rights of women, children, minorities, Scheduled Castes and
Scheduled Tribes often suVer. The socially and economically disadvantaged sections of society are
particularly vulnerable.

India’s relations with the EU

148. India and the EU have each woken up to the importance of a strong relationship. The 2004 EU-
India summit in The Hague established a strategic partnership. The UK Presidency of the EU took this a
step further with the agreement of the EU-India Joint Action Plan. This forms the framework for concrete
engagement on a range of issues under four broad headings: political issues; people to people contacts;
economic issues; and trade issues.

149. The main outcome of the October 2006 EU-India summit is likely to centre on progress to date in
implementing the Joint Action Plan.

Foreign and Commonwealth OYce

October 2006

Annex 1

SOUTH ASIA: POLITICAL HISTORIES

At midnight on 14 August 1947 India became independent. India held its first national elections in 1952,
won by the Indian National Congress under Jawahalal Nehru who advocated a socialist economic model
and a non-aligned foreign policy. India did not oppose the 1950 Chinese occupation of Tibet but was
humiliated during a Himalayan border war with China in 1962. In 1965 India fought its second war with
Pakistan over Kashmir. Against a backdrop of widespread disenchantment over a faltering economy and
a food crisis Congress, now led by Indira Gandhi, won the 1967 elections with a reduced majority. Factional
diVerences led to the party’s split in 1969, but Gandhi continued to govern and in 1971 was returned with
a massively increased majority, after which she pressed ahead with new socialist economic policies. Gandhi
also intervened in the Pakistan civil war and, when relations with the US deteriorated, signed a 20-year treaty
of friendship with the Soviet Union—breaking explicitly for the first time with the policy of non-alignment.
In 1974 India tested its first nuclear weapon.

Economic and social problems, compounded by allegations of corruption, caused increasing political
unrest across India, eroding Gandhi’s popularity. In 1974 she was found guilty of misusing government
machinery for election purposes, prompting opposition parties to conduct nation-wide strikes and protests
demanding her immediate resignation. The following year Gandhi took the drastic step of declaring a state
of emergency. Many civil liberties were suspended, national and state elections were postponed, non-
Congress state governments dismissed and opposition political leaders and activists imprisoned.

Gandhi called for elections in 1977 and suVered a resounding defeat at the hands of the Janata Party
coalition; Moraji Desai became the first non-Congress Prime Minister of India. However, Janata oVered no
leadership on solving India’s serious economic and social problems and in 1979 the coalition crumbled.
Gandhi and her Congress(I) party swept back into power with a large majority in January 1980—only to
face a rising Sikh insurgency in the Punjab that culminated in the 1984 storming of the Golden Temple in
Amritsar, the retaliatory assassination of Gandhi by her Sikh bodyguards and communal violence that left
thousands of mainly Sikhs dead.

Congress chose Gandhi’s eldest son Rajiv as Prime Minister. Rajiv’s youth and inexperience were an asset
in the eyes of citizens tired of the ineYcacy and corruption of career politicians and looking for new policies
and a fresh start. Rajiv initiated a series of economic reforms but his departure from socialist policies did
not sit well with the masses, which did not benefit from the innovations. In 1987 India sent troops to Sri
Lanka in a failed attempt to enforce peace. At the same time Rajiv’s image as an honest politician was
shattered when the “Bofors scandal” revealed that senior oYcials had taken bribes over defence contracts.

At the 1989 elections former Congress minister VP Singh led the Janata Dal coalition to a majority but
rifts in the coalition led to Singh’s ouster in 1990. Rajiv was assassinated by the LTTE when campaigning
in Tamil Nadu in 1991 but Congress(I) returned to power in coalition, served a full five-year term and
initiated a gradual but otherwise unremarkable process of economic liberalisation and reform. In 1992
Hindu-Muslim violence following the demolition of the Babri Mosque in Ayodhya by Hindu mobs killed
over 10,000 people.

In the course of the 1990s domestic politics took new shape as traditional alignments by caste, creed and
ethnicity gave way to a plethora of small, regional political parties. The Bharatiya Janata Party (BJP)
emerged from the 1996 elections as the single-largest party but its coalition lasted a mere 13 days and was
followed by a period of short-lived coalition governments until elections in early-1998 brought the BJP back
to power as lead party in yet another coalition government. In May 1998 the Vajpayee government
conducted a series of underground nuclear tests, triggering US economic sanctions and in mid-1999 India
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fought its Kargil war with Pakistan, derailing a promising peace process that had begun three months
earlier. On the back of the successful conclusion of the Kargil conflict, the National Democratic Alliance
(a new BJP-led coalition) formed a government with Vajpayee as Prime Minister in October 1999.

The NDA’s credibility was adversely aVected by allegations of corruption and its hindutva agenda was
blamed for communal violence in Gujarat that killed 2-3,000. Despite these setbacks economic progress,
political stability and a rejuvenated peace initiative with Pakistan suggested that the NDA’s popular
standing was high. In January 2004 Vajpayee recommended early general elections; it was a grave
miscalculation. The BJP’s slogan of “India shining” did not resonate amongst the legions of India’s rural
poor and the Congress-led opposition won an upset victory in the May election.

Sonia Gandhi declined to assume the oYce of PM in order to defuse the controversy over her Italian birth
and Manmohan Singh became Prime Minister of a coalition of Congress and socialist and regional parties
which enjoys the outside support of India’s communist parties. In his two first years Singh has held his
unwieldy coalition together and pursued a gradualist economic reform agenda. He has continued his
predecessor’s policy of rapprochement with Pakistan, promoted India’s bid for a permanent seat on the
reformed UN Security Council and agreed a controversial nuclear deal with the US. The opposition BJP has
been plagued by internal tensions and in-fighting and poses no immediate threat to the government which is
increasingly likely to see out its full five-year term.

The 1947 Independence arrangement created Pakistan from the frontier areas of British India, where the
military had always been an integral part of local administration. Civilian institutions were correspondingly
weak, provincial loyalties strong. Pakistan was envisaged by the Muslim League to be a homeland for the
Muslims of British India. However, Pakistan’s new leaders found it hard to devise a constitutional structure
that could unite the various provinces, and incorporate both the East and West portions of the country.
Early state-building was further complicated by a war with India in 1947, and the early death of Pakistan’s
founding father M A Jinnah in 1948, and first Prime Minister, Liaquat Ali Khan in 1951.

It took almost eight years to agree a final constitution. This established Pakistan as a republic within the
Commonwealth in 1956. But the new parliamentary system was soon in diYculty. In 1958, General Ayub
Khan launched Pakistan’s first military coup. Martial law was declared, political parties abolished and a
pattern of military control was established that has characterised almost half of Pakistan’s existence since
independence. In 1960 Khan became President. A new constitution, placing politics firmly under military
guidance, was promulgated in 1962. But a failure to win a second war with India in 1965, mounting
corruption and increasingly uncontainable Bengali frustrations in East Pakistan gradually undermined
Khan’s authority, finally forcing his resignation in 1969. The first election on a nationally democratic basis
was conducted in 1970. The elections saw the East-Pakistan Awami League gaining an overall majority,
which the West Pakistan administration refused to accept. This set the stage for a new constitutional crisis
that in turn led to civil war in March 1971 and, following Indian intervention, the emergence of East
Pakistan as the independent state of Bangladesh.

On 12 October 1999, Chief of Army StaV General Pervez Musharraf assumed control of Pakistan in a
bloodless coup from Prime Minister Nawaz Sharif. The Army took control of all facets of government; the
Senate, the Assemblies and the constitution were suspended. Nawaz Sharif was removed and General
Musharraf declared himself Chief Executive. Retroactive legitimacy was given to the coup by Pakistan’s
Supreme Court on 12 May 2000. On 20 June 2001 General Musharraf declared himself President and Head
of State, and dissolved the suspended assemblies. However, the Court ruled that elections should be held by
12 October 2002.

President Musharraf held a referendum on 30 April 2002. The question: “Do you want to elect President
General Pervez Musharraf as President of Pakistan for the next five years for: survival of local government
system; restoration of democracy; continuity and stability of reforms; eradication of extremism and
sectarianism and for the accomplishment of Quaid-i-Azam’s concept”. OYcial figures reported a 71%
turnout and a 98% “yes” vote.

On 10 October 2002 national and provincial elections were held. No single party won an overall majority.
Musharraf’s newly established party, the PML (Q) won the most seats (121), followed by the MMA (a
coalition of religious parties) and the PPP (Benazir Bhutto’s party). The MMA’s strong showing reflected
significant opposition to Musharraf’s support for the US-led military action against the Taleban and
al-Qaeda.

Shortly before the elections, on 21 August 2002, President Musharraf promulgated the Legal Framework
Order (LFO), which introduced 35 amendments to the 1973 Constitution and gave him sweeping powers
including the power to dissolve the National Assembly and to appoint Provincial Governors, Chairman of
the Joint Chiefs of StaV and single service chiefs. He declared that the amendments would not be subject to
parliamentary approval, but that parliament could pass new amendments with a two-thirds majority. Under
the LFO, all actions of the government between 12 October 1999 and 22 August 2002 would be validated
upon reinstatement of the Constitution. The LFO also created a National Security Council (NSC) as a
consultative forum.

The LFO met with bitter resistance from the opposition, particularly the alliance of religious parties, the
MMA (Muttahida Majlis-e-Amal), producing parliamentary gridlock for over a year. Finally, in December
2003, the government came to an agreement with the MMA and obtained the two-thirds majority necessary
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for approval. Under the deal, President Musharraf agreed to seek a vote of confidence from the electoral
college, to consult the Prime Minister on the appointment of armed forces chiefs, and to step down as Chief
of Army StaV by December 2004. However, at Musharraf’s instigation, parliament subsequently passed
legislation allowing him to hold both oYces until 2007.

With Independence and Partition in 1947 East Bengal emerged as the eastern wing of Pakistan, separated
by 1,000 miles of Indian territory from Pakistan’s west wing. DiVerences of language and culture led to
frictions with West Pakistan, with Bengalis increasingly resentful of what they saw as their political and
economic subordination. In the 1970 general elections the Awami League (AL), a Bengali nationalist and
secularist party led by Sheikh Mujib ur Rahman, won a landslide victory in East Pakistan and an absolute
majority in the Pakistan national parliament. Talks with West Pakistan about the formation of a national
government headed by the AL, broke down. In March 1971 President Yahya Khan indefinitely postponed
the pending National Assembly session, precipitating massive civil disobedience in East Pakistan and a
secessionist uprising led by Mujib which the Pakistan Army tried to put down with considerable loss of life.
Indian sympathies lay with East Pakistan and Indian military intervention was decisive in securing the
independence of East Pakistan as the new state of Bangladesh. Mujib became the first Prime Minister and
introduced a secular and democratic constitution.

However, by the mid-1970s the country was facing growing economic diYculties. In December 1974, the
government declared a state of emergency and a month later enacted a new constitution that replaced
parliamentary rule with an executive presidency and provided for the introduction of one-party rule. Junior
army oYcers assassinated Mujib and almost his entire family in August 1975. Following two further coups
the Army, under Gen. Zia ur Rahman, took control. Zia became President in 1977 and set up his own
political party, the Bangladesh National Party (BNP). Zia was assassinated by junior army oYcers in May
1981 and his Vice-President was in turn overthrown by Lt-Gen. Ershad in 1982. Ershad suspended the
constitution and re-imposed martial law, founded his own political party (the Jatiya Party) and proclaimed
himself President. It was not until 1986 that the Jatiya Party held and won (ostensibly undemocratic)
parliamentary and presidential elections and martial law was lifted. Ershad was forced to step down in
December 1990 when he lost army support after massive student protests. Since then the arm’s role in
national politics has been much reduced.

At the 1991 general election the BNP under Begum Zia (Gen. Zia’s widow) won a surprise victory.
However, the opposition AL refused to accept the result, demanded fresh elections and, in concert with other
opposition parties, boycotted parliament and instigated a programme of street protests and strikes (hartals)
in an attempt to bring down the government. This failed. Subsequent elections in February 1996 were
seriously flawed and saw the BNP return to government. Opposition agitation brought the economy close
to collapse. The government resigned in March and fresh elections set for June. These elections, conducted
peacefully and with a high voter turnout, resulted in victory for the AL under Sheikh Hasina (Mujib’s
daughter). At the time the election was taken to be an encouraging sign that democracy was taking firmer
root in Bangladesh, but relations between government and opposition quickly deteriorated. By mid-1997 the
BNP had in turn walked out of parliament and organised street protests, perpetuating the cycle of political
deadlock which contributes to political uncertainty and violence and retards economic development. The
AL saw out its term and lost the 2001 elections to the BNP in alliance with three other parties, including
Jamaat-e Islami. The government’s term of oYce expires in October 2006, at which time a caretaker
government will administer the country and oversee national elections. Ahead of polling the rivalry between
the BNP and the AL has intensified. Assuming the election takes place, the losing side is highly likely to
contest the result.

Following Independence from Britain in 1948 politics in Sri Lanka has been dominated by two parties—
the United National Party (UNP) and the Sri Lanka Freedom Party (SLFP)—and the Tamil question.
Tensions between the mainly Buddhist Sinhala majority (74% of the population) and the mainly Hindu
Tamil minority (17%) have grown steadily. Tamil separatism was fuelled by discriminatory education and
language policies and by government-encouraged Sinhala settlement in areas they regarded as traditionally
Tamil. The hitherto fragmented Tamil parties came together as the Tamil United Liberation Front and,
under increasing pressure from militants, espoused the objective of a separate Tamil homeland (Eelam) in
the north and east. A new Constitution in 1978 attempted to address some Tamil concerns, but in practice
power remained centralised in Colombo. In 1983 an attack on troops by the Liberation Tigers of Tamil
Eelam (LTTE) followed by severe anti-Tamil rioting during marked the country’s slide into a protracted
civil war that has killed some 65,000 people and displaced hundreds of thousands more. A separate uprising
in the South by mainly Sinhalese youth supporting the Marxist JVP during 1987-89 was bloodily suppressed
with thousands of fatalities.

The UNP contested the 1999 presidential elections on a platform of no concessions to Tamils but was
defeated, forcing a volte-face in party policy. In 2001 the party was returned to government on a policy of
a negotiated settlement with the LTTE and in February 2002 a formal cease-fire was signed was signed—
the first lengthy cessation of hostilities since the beginning of the conflict. However, President Kumaratunga
did all she could to frustrate the UNP government and in March 2004 called fresh parliamentary elections
at which the UNP failed to achieve a majority. Mahinda Rajapakse of the SLFP became Prime Minister
and in November 2005 was elected President by the narrowest of margins. Rajapakse called for immediate
talks with the LTTE and has shown some flexibility: he has retained the Norwegians as facilitators (over the
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objections of his chauvinist Sinhalese election partners) and whilst repeatedly rejecting the possibility of
eelam has stopped short of rejecting a federal solution. However, talks on reviewing the implementation of
the cease-fire have broken down, attitudes appear to be hardening and fighting has escalated. It remains to
be seen whether or not this presages a return to full-scale hostilities.

From 1846–51 Nepal was ruled by the Rana dynasty of hereditary prime ministers, which did little to
modernise the country and appropriated most of Nepal’s limited resources for themselves. By the 1950s two
factors contrived to bring an end to the Ranas. The emergence of an independent India encouraged agitation
by the Nepal Congress Party for political concessions and increasing tensions amongst marginalised sections
of the Rana family based on jealousy over patronage for state jobs proved destabilising. With Indian
encouragement—New Delhi wanted a friendly government in Nepal as a check on Chinese influence—a
rebellion saw the figurehead King return in 1951.

Throughout the 1950s Nepal experienced alternating bouts of royal direct rule and multiparty democratic
politics. In 1959 the first democratic elections for a national assembly were held and won by the Nepal
Congress Party, a moderate socialist group. In 1960 the King decided to replace party politics, dismissed
the government and in 1962 introduced the “partyless” Panchayat (assembly) system of government—with
the retention of much authority by the King himself. By 1990 the Panchayat system was seen to have failed
and the main democratic, communist and left wing political forces united to wage a mass movement against
it. Amidst increasing unrest the King eventually agreed to consider a multiparty democracy under a
constitutional monarchy. A new constitution consolidated parliamentary government and vested sole
executive authority with the King in only very limited circumstances. Elections took place in 1991, again
won by the Nepal Congress Party.

In 1992 Nepal was gripped by an economic crisis and the radical left stepped up their political agitation.
Local land reform movements were violently suppressed by the government. In February 1996 the
Communist Party of Nepal (Maoist) declared a “people’s war” with the objective of proclaiming a
democratic republic. As clashes between the Maoists and police increased the Royal Nepal Army was
deployed and the conflict escalated further until almost all Nepal’s districts were aVected. In June 2001 the
Crown Prince killed the King and Queen and nine members of the royal household and Prince Gyanendra,
the King’s younger brother, inherited the throne. The Maoist rebellion escalated, and in October 2002 the
king deposed the government and assumed direct control. A week later he re-appointed another
government. In the face of unstable governments and a Maoist siege of the Kathmandu Valley in August
2004, popular support for the monarchy began to wane. In February 2005 Gyanendra declared a state of
emergency and took executive control once again. In April 2006 strikes and street protests in Kathmandu—
in which the Maoists were a leading force—forced the king to reinstate parliament. A seven-party coalition
resumed control of the government, reconvened parliament and stripped the king of most of his powers. It
also declared a cease-fire and commenced peace talks with the Maoists. The Maoists have agreed to take
part in an interim government ahead of elections to a constituent assembly that will draft a new constitution
and have agreed to “marshal”—but not decommission—their weapons providing that the Nepalese Army
does the same ahead of constituent-assembly elections. The government wants to hold these elections before
April 2007.

When British rule over India ended in 1947 India succeeded Britain as the de facto protector of the
Himalayan kingdom of Bhutan. Under the India-Bhutan Treaty of Friendship of 1949 India took control
of Bhutanese external aVairs but guaranteed that it would not interfere in its internal administration. Two
years later India formally recognised Bhutan’s independence. King Jigme Dorji Wangchuck (enthroned
1952) was the prime mover in Bhutan’s slow transition from an autocratic to a constitutional monarchy.
Amongst his reforms were the establishment of the National Assembly, land reform and the abolition of
slavery and serfdom. Modernisation continued through the 1960s, interrupted only by a period of instability
caused by the assassination of the reformist Prime Minister by the Army. In 1968 sovereign power was
invested with the National Assembly and the following year the king renounced his veto power over
National Assembly bills. The current monarch, Jigme Singye Wangchuck, has continued his father’s
modernising measures, distributing a draft of Bhutan’s first constitution and initiating public discussions
on the document. In December 2005 the king announced that he would abdicate in 2008 in favour of his son.

The other issue dominating Bhutanese civic life is the Nepali refugee problem. There are up to 100,000
refugees in camps in Nepal who were forced out of Bhutan in the early 1990s by Bhutanese cultural and
political chauvinism. After years of negotiations in 2000 Bhutan agreed in principle to allow certain classes
of the refugees to return to Bhutan. However, none has yet been allowed to do so.

Maldives gained full independence from the UK as a Sultanate in 1965 and in a national referendum in
1968 Maldivians abolished the sultanate and established a republic under the presidency of Ibrahim Nasir.
During the 1970s the economy worsened and Nasir’s autocratic rule abruptly ended in 1978 when he fled
to Singapore, along with millions of dollars from the state treasury. Maumoon Gayoom, elected to replace
him, has been in power ever since. He was re-elected for a record sixth term in October 2003 with over 90%
of the “vote”.

In 2004 President Gayoom announced that he would introduce democracy to Maldives. Political parties
were permitted, media freedom expanded and a “roadmap” for adoption of a new, reformed constitution
set out. Multi-party elections were envisaged for 2008. The opposition (with the Maldivian Democratic
Party (MDP) in the vanguard) initially refused to co-operate and called for public protests to remove



3589271001 Page Type [E] 25-04-07 01:08:02 Pag Table: COENEW PPSysB Unit: PAG2

Ev 52 Foreign Affairs Committee: Evidence

Gayoom from power. The government arrested a number of protesters including the MDP’s chairperson.
Progress in the Special Majlis on the reform agenda and a new constitution was slow and drew complaints
from all quarters. In 2006, the government and MDP held informal discussions about the possible way
forward. These discusssions, hosted at the British High Commissioner’s residence in Colombo,
“Westminster House”, led to the release from house arrest of the MDP’s chairperson and agreement for the
government and the MDP to hold formal talks about reform in the country.

Annex 2

KASHMIR—A BRIEF HISTORY

There was no agreement between Mountbatten and Nehru and Jinnah in 1947 regarding the future of the
Princely States following Partition; it remained with each ruler to decide whether to accede to either India
or to Pakistan. The Hindu Maharaja of Jammu and Kashmir State was undecided, but in October 1947,
when faced with a Pakistani-supported uprising in the west of his state, he acceded to India in return for
Indian military assistance. India oVered to hold a plebiscite (referendum) to ratify the Maharaja’s decision.
An inconclusive war between India and Pakistan followed in 1948, since which time Kashmir has been
divided by a cease-fire line, known since 1972 as the Line of Control (LoC).The Pakistani-administered
portion is almost exclusively Muslim. About one-third of Indian-administered Kashmir’s population is
Hindu, Buddhist or Sikh. India claims there is no territorial dispute over Kashmir, and that it legally acceded
to India. Pakistan, created as a homeland for the subcontinent’s Muslims and to be formed of contiguous
Muslim-majority areas, claims that Kashmir, with its Muslim majority, was rightfully a part of Pakistan.
Since 1948 India and Pakistan have fought two further wars over Kashmir (1965 and 1999, Kargil) and
threatened a fourth in 2001–02. Regular, and heavy, exchanges of artillery fire across the LoC ended in
November 2003 when a cease-fire was agreed.

Pakistan claims that Kashmir is a question of self-determination: Kashmiris were denied the plebiscite
which India itself first oVered; and which was later endorsed by UN resolutions. India argues this was
overtaken by an elected constituent assembly in the 1950s, which drew up a Kashmir constitution providing
for autonomy under the Indian Constitution. Following the 1972 Simla Accord the two countries accepted
the principle of a bilateral settlement of the issue. Discussions have been held periodically between India and
Pakistan since their 1972 Simla Agreement, most recently under the auspices of the Composite Dialogue,
against the backdrop of slowly improving India-Pakistan relations since the lows of 2002. But mutual
mistrust persists. Pakistan continues to stress the urgency of negotiating an agreement on the status of
Kashmir, whilst India is unlikely to want to make concessions under the cloud of militancy and violence.

In 1987 Muslim political parties in Kashmir alleged that elections in Indian-administered Kashmir were
rigged. Some parties formed militant wings and in 1988 a campaign of militant violence began (started by
the pro-independence Jammu and Kashmir Liberation Front) in the Vale of Kashmir. This was supported
“morally, politically and diplomatically”—and in materiel terms—by Pakistan and pro-Pakistan militant
groups. Indian security forces responded with a counter-insurgency campaign: at least 40,000 people have
been killed and over 200,000 injured since the militancy began (some claim much higher figures of 90,000
dead). There have also been several major terrorist atrocities elsewhere in India which may be linked to this.

Annex 3

SOUTH ASIA: POLITICAL STRUCTURES

The (written) Constitution declares that India is a “sovereign, socialist, secular, democratic republic”
made up of 28 states and seven union territories. The Constitution provides for a system of parliamentary
and cabinet government both at the centre and in the states and defines the division of most powers between
the centre and the states. The centre takes precedence in relation to residual powers. The Indian Parliament
consists of an indirectly elected President (currently Abdul Kalam, elected for a five year term as the
constitutional head of the executive) and two Houses. The presidency is largely a ceremonial post but the
president is responsible for determining when to dissolve parliament and hold new elections and for whom
to invite to form a government or a coalition. The Lower House—Lok Sabha (House of the People)—is
directly elected on the basis of universal adult suVrage and the Upper House—Rajya Sabha (Council of
States)—indirectly elected by the members of state legislative assemblies. The authority to initiate financial
legislation is vested exclusively in the Lok Sabha. Real national executive power lies with Council of
Ministers (Cabinet) led by the Prime Minister who is designated by legislators of the political party or
coalition commanding a parliamentary majority in the Lok Sabha.

At the state level, some legislatures are bicameral. The states’ chief ministers are responsible to the
legislatures in the same way the Prime Minister is responsible to Parliament. Each state also has a governor,
appointed by the President, who may assume certain broad powers when directed by the central
government. The central government exerts greater control over the union territories than over the states,
although some territories have gained more power to administer their own aVairs. Some states are trying to
revitalise the traditional village panchayats (councils) to promote popular participation.
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The President of Pakistan is a constitutional Head of State, who is normally elected for five years by an
electoral college comprising the federal legislature and the four provincial assemblies. The former consists
of a lower and upper house. The total number of seats in the National Assembly is 342 including 60 reserved
for women and 10 for minorities. Pakistan comprises four provinces; Punjab, Sindh, Balochistan and the
North West Frontier Province each with an appointed Governor and provincial government, the federal
capital of Islamabad and the Federally Administered Tribal Areas.

The People’s Republic of Bangladesh is a parliamentary democracy. The Prime Minister is the chief
executive and the head of the Council of Ministers (the cabinet). The PM has the power to dissolve the
unicameral parliament consisting of 300 members directly elected by geographical constituencies. The
unicameral legislature is elected for a five-year term. A constitutional amendment of September 1991
reduced the powers of the President who, whilst chief of state, now holds a largely ceremonial post and is
elected by the legislature every five years. However, during the transition between elected governments,
when for three-month period an unelected caretaker administration organises and conducts elections, the
president becomes the eVective chief executive and commander-in-chief of the armed forces.

In the Democratic Socialist Republic of Sri Lanka the President is the executive head of state and of
government and commander-in-chief. Elected for a period of six years by universal adult suVrage, the
President appoints and heads a cabinet of ministers, is responsible to Parliament and may dissolve
parliament any time after 12 months after the last legislative election. The President may be removed from
oYce by a two-thirds vote of Parliament with the concurrence of the Supreme Court. The Prime Minister is
the President’s deputy and leader of the ruling parliamentary party. Sri Lanka has a 225 member unicameral
legislature whose members are directly elected for six years by a system of modified proportional
representation. Under the 1987 Indo-Sri Lanka Accord significant authority was devolved to the provinces
whose councils are directly elected for five-year terms. The leader of the council majority serves as provincial
chief minister; the President appoints a provincial governor. The councils possess limited powers in
education, health, rural development, social services, agriculture, security and local taxation.

Nepal currently has a transitional government with King Gyanendra as the oYcial head of state. It has
a bicameral parliament comprised of the National Assembly (the upper house) and the House of
Representatives (the lower house). The 205 members of the latter are elected for five-year terms from single-
member constituencies. The House of Representatives was dissolved in May 2002. The king ruled directly
as chairman of the Council of Ministers from 1 February 2005 until 24 April 2006 when he restored
parliament and handed over power to seven political parties. The upper house is currently dormant.

The king is head of state of the Kingdom of Bhutan. Legislative power lies with the National Assembly,
judicial power with the judiciary, and executive power is vested in the Council of Ministers. The unicameral
National Assembly has 150 members, 100 of whom are directly elected by universal suVrage for a three-year
term. Six members are royal advisory councillors (elected by the National Assembly), the clergy nominates
ten, the government chooses 33 and one represents the army. The position of Prime Minister rotates
annually among the five ministers who win the largest numbers of votes in the National Assembly. Bhutan
is in the process of becoming a constitutional monarchy.

Maldives has a presidential system of government. The present constitution which came into force in
January 1998 establishes the President as Head of State, Head of Government, Commander-in-Chief of the
Armed Forces and of the Police of Maldives, Head of the Judiciary, and supreme authority to propagate
the tenets of Islam. The presidential term is five years. A single presidential candidate is selected by vote in
the Special Majlis (constituent assembly) from all those nominated, that candidate is then put forward to a
public vote.

Legislative authority is exercised by the People’s Majlis, consisting of 50 members. Members are elected
on a personal basis from local constituencies. Each of the 20 atolls and Malé (the capital) elect two members
and the President appoints eight members. Political parties were legally permitted in 2005.

Annex 4

UK/INDIA JOINT DECLARATION (SEPTEMBER 2004)

India-UK: Towards a New and Dynamic Partnership—A Joint Declaration (20/09/04)

The British Prime Minister The Rt Hon Tony Blair MP and the Indian Prime Minister Dr Manmohan
Singh today signed a joint declaration, in which they set out plans to strengthen and deepen the bilateral
relationship between the two countries, through a comprehensive strategic partnership.

1. We, the Prime Ministers of India and the UK, believe that the relationship between our two countries
is now the strongest it has ever been. Building on the achievements of the 2002 New Delhi Declaration, we
commit ourselves and our Governments to strengthening and deepening the comprehensive partnership that
exists between our countries—to benefit our peoples, and to create a safer and more prosperous world.

2. People are at the heart of our relationship. Almost 1.5 million people of Indian origin live in Britain
today. Their cultural values contribute significantly towards making Britain the vibrant, dynamic society
that it is today. They are a vital bond between our countries.
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3. Both our societies value, and encourage, cultural and ethnic diversity.

4. Both our countries have a long and proud historical tradition, and yet are countries looking forward,
adapting to the challenges, and trying to shape the outcome of the 21st century.

5. The flow of people between our countries is huge. 500,000 Indians visit Britain each year. 400,000
Britons visit India. These people-to-people links flourish in many areas—education, health, development,
science and technology, including in the frontier technologies, investment, trade and tourism.

6. India and the UK are natural economic partners. As India emerges as a global power, trade and
investment relations are becoming more diverse. Bilateral trade grew by over 20% last year. We want this
rapid growth to continue. But the real partnership lies in the strength of investment in both directions. The
UK is the second largest investor into India. India was the eighth largest investor in the UK in 2003. It is
one of the fastest growing, investing in the UK’s knowledge economy. The UK provides an important bridge
into the European market, attracting over 60% of India’s investment in Europe.

7. Shared democratic values and a commitment to human rights, justice and the rule of law underpin our
relationship. We share a global vision of peace, security and shared prosperity, based on sustainable
development. We have shared interests in combating key global challenges—terrorism, poverty, HIV/AIDS,
environmental degradation, climate change, drugs, international crime, illegal migration and traYcking in
people. We will step up our bilateral co-operation on these issues.

8. However, we must also urgently strengthen the multilateral system to meet these global challenges. We
will co-operate closely on this and the UK will continue to work for India’s Permanent Membership of the
UN Security Council.

9. We can achieve even more together than we already do. We now intend to take our relationship to a
new level. We see the relationship between our two countries as among our top international priorities. As
Heads of Government, we will work for a long-term comprehensive strategic partnership for the 21st
century of shared values and interests. In particular we will strengthen our links in the following areas.

Foreign and Defence Policy

10. Heads of Government and foreign ministers will exchange visits annually to reinforce and extend our
bilateral co-operation in the fields we have identified for joint action.

11. We will reinforce our strategic partnership, and enhance our defence co-operation, in the pursuit of
a more peaceful and secure world. We will build upon, and expand, programmes of joint military training
and exercises. We will explore the co-production of defence equipment. We will work towards the objective
of non-proliferation of weapons of mass destruction and the means of their delivery.

Security Challenges

12. Both our countries are deeply committed to combating terrorism in all its forms and manifestations.
We will work together to try to ensure that the global norms against terrorism are upheld by all countries.
We will share our experience and augment our co-operation, including operational co-operation between
police, law enforcement agencies and others in our criminal justice system. We will enhance our co-operation
to counter money laundering and terrorist financing.

13. The UK will support India to join the Financial Action Task Force. We will identify specific needs
and share best practice in the areas of justice, judicial co-operation and mutual legal assistance. We will co-
operate in the fight against international, organised and serious crime and new forms of criminality,
including illegal migration, drugs traYcking and traYcking in people.

Economic and Trade Issues

14. Our economic ties will continue to expand. We will establish a Ministerially-led Joint Economic and
Trade Committee to further develop a strategic economic relationship, and develop business-led vehicles to
enhance bilateral trade and investment in specific sectors including services and knowledge-based industries.
We will enhance our dialogue on international trade and investment issues.

15. We will also establish an Indo-British Economic and Financial Dialogue on bilateral and global issues,
on financial systems, and to enhance economic and financial co-operation.

16. At this important time in the development of the international trade regime, we will work closely
together for a successful conclusion to the WTO’s Doha Round of multilateral trade negotiations.
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17. The UK and India agree to expand co-operation in the fields of civilian nuclear activities, civilian space
programmes, and high technology trade, in accordance with their international obligations.

Science and Technology

18. The UK and India already co-operate closely on science and technology. We have established a Joint
Committee on Science and Technology and a networking scheme that enables scientists to meet each other,
exchange research ideas and establish links. We will now enhance existing collaboration and identify new
areas for co-operation in fields such as: climate change, alternative and clean energy technologies,
environmental science, commercial applications of high technology like biotech and bio-informatics,
nano-technology, agriculture, and health research and development. We will encourage collaborative
opportunities in these areas.

Development Partnership

19. We have an important development partnership. The UK is recognised as a leader in international
development. India has made great development progress over the last two decades and is now establishing
itself as a development partner for other developing countries. Our shared commitment to the UN
Millennium Development Goals provides an opportunity to exchange experience on aid eVectiveness and
development practices. Working together, we can accelerate development and make progress globally
towards the Millennium Goals.

Sustainable Development

20. Both our countries recognise that co-operation is essential to deliver the progressive global agenda set
by the Johannesburg World Summit on Sustainable Development and the Millennium Declaration. We will
initiate regular high-level dialogue to share experiences on how we can overcome social, economic and
environmental challenges, and bring real quality of life improvements for people in both our countries and
around the world.

21. Climate change and broader issues of sustainable energy security are high on our respective agendas.
Climate change will be a central theme of the UK’s Presidencies of the G8 and EU next year. We will
promote eVective co-operation in our responses to climate change, including by building on the successful
joint work that has already been carried out by the UK and India on climate change impacts and modelling.
To this end, we will establish a structured dialogue to exchange views and information and take forward
any bilateral co-operation projects.

Education and Culture

22. There are strong and vibrant academic links between the UK and India. By 2008, we expect that 25,000
students from the UK and India will be studying in each other’s academic institutions. We will explore ways
to help educational establishments in our countries to establish lasting partnerships.

23. The cultural influence of the UK, not least through the use of English, has added to the richness of
Indian culture, and Indian writers have enriched English literature. Now, through the community of Indian
origin in the UK, and directly, Indian culture is becoming an important component of multi-ethnic Britain.
We welcome this and will work to strengthen cultural linkages between our countries, including in areas like
publishing and film production.

Conclusion

24. On this historic occasion we reaYrm our commitment to strengthen our comprehensive strategic
partnership for the benefit of both our peoples and the international community based on universal values
of democracy and respect for the rule of law, human rights and fundamental freedoms. We stress our
commitment to work towards promoting international peace, stability and security and the eradication of
poverty. We recognise that a strengthened multilateral system, including a reformed Security Council that
would reflect the changing aspirations of the 21st century, is an important element of this process. In
recognition of our comprehensive strategic partnership we will hold annual summit meetings alternating in
our capitals and will continue the high level dialogue established through our Personal Envoys.
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Annex 5

UK—PAKISTAN A PARTNERSHIP FOR PEACE AND PROSPERITY JOINT STATEMENT

The Rt Hon Tony Blair MP & President Pervez Musharraf: 6 December 2004

His Excellency General Pervez Musharraf, President of the Islamic Republic of Pakistan, paid an oYcial
visit to the United Kingdom on 5–7 December 2004 at the invitation of the Rt Hon Tony Blair, Prime
Minister of the United Kingdom. At the conclusion of their talks, they issued this joint statement.

1. Pakistan and the UK are bound together by strategic ties. The two countries already enjoy close and
fruitful cooperation in diverse areas within several institutional frameworks. President Pervez Musharraf
and Prime Minister Tony Blair agreed to broaden the relationship between their countries into a reenergised
partnership for peace and prosperity in the 21st century.

2. Pakistan and the United Kingdom are close allies in countering terrorism in all its forms and
manifestations. The Prime Minister thanked the President for his courage in standing firm against terrorism,
which is a serious threat to international stability. The President and the Prime Minister agreed that no
terrorism is acceptable, whatever the cause, and agreed to seek further ways to enhance bilateral cooperation
in combatting terrorism, especially terrorist networks spanning the UK and Pakistan.

3. The President shared with the Prime Minister his vision for Enlightened Moderation in the Islamic
World. He also detailed the far-reaching measures taken by Pakistan to eliminate extremism and militancy
in the country. They agreed on the need for a concerted international eVort to tackle the root causes of
terrorism and extremism, including through addressing poverty and injustice, and by providing people with
a greater stake in the democracy and development of their own societies. They agreed on the need for
judicious resolution of conflict, including in the Middle East and South Asia.

4. The Prime Minister welcomed President Musharraf’s commitment to continuing the process of
democratisation in Pakistan, and Pakistan’s readmission to the Councils of the Commonwealth. They both
aYrmed their commitment to the Commonwealth Harare principles.

5. The President and the Prime Minister welcomed the political cooperation which both countries have
enjoyed in the United Nations over the last two years while Pakistan has been a member of the UN Security
Council, and looked forward to continuing to work together in the United Nations and other
multilateral forums.

6. The two leaders also agreed to work towards the objective of non-proliferation of weapons of mass
destruction and their means of delivery. They agreed to initiate a bilateral strategic dialogue on these issues.

7. The President and the Prime Minister agreed on the need for a fairer international trading regime,
providing, inter alia, for greater market access in a way which allows developing countries to reap the
substantial benefits of an increasingly open world economy. They pledged to work closely for a successful
conclusion of the WTO Doha Development Agenda.

8. The President and the Prime Minister discussed the situation in Iraq and agreed on the need for
continued UN and multinational eVorts to bring lasting peace and stability to the country. They welcomed
the communiqué issued at the end of the conference in Sharm el-Sheikh which underlined the continued
commitment of the international community to support the political process in Iraq.

9. The President and the Prime Minister reaYrmed their commitment to support Afghanistan’s
democratic process and its development. They welcomed President Karzai’s election and recognised that a
stable, peaceful and prosperous Afghanistan will have benefits for the whole region. The Prime Minister
commended Pakistan for its constructive role in the elections, especially the arrangements for refugee voting
in Pakistan.

10. The Prime Minister emphasised the UK’s long-term commitment to Afghanistan. The President
reaYrmed his commitment to cooperation with Afghanistan and its neighbours in the context of the Good
Neighbourly Relations Declaration of December 2002, including the counter narcotics declaration and
action plan agreed this year. Both agreed to intensify their eVorts to clamp down on the growth, processing,
traYcking and abuse of opiates in the region which have such serious eVects on our societies and economies.

11. The Prime Minister praised President Musharraf’s statesmanship in seeking to resolve Pakistan’s
outstanding issues with India, and welcomed the progress made by both sides since January 2004 in the
ongoing Composite Dialogue process. The Prime Minister encouraged further eVorts to find a lasting
resolution to these issues, including over Jammu and Kashmir, taking into account the wishes of the
Kashmiris. They agreed that resolution of the Kashmir issue would help to establish durable peace in the
region.

12. The Prime Minister and the President agreed to work closely towards achieving the Millennium
Development Goals. The President warmly welcomed the United Kingdom’s commitment of up to
£144 million over two years in development assistance to help support Pakistan’s long-term development
and poverty reduction initiatives. The Prime Minister acknowledged the turnaround in Pakistan’s economy,
making it one of fastest growing economies in the world with an annual growth rate of over 6.5%.
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13. The President and the Prime Minister praised the ongoing work of the Pakistan-Britain Trade and
Investment Forum and the Pakistan-Britain Business Advisory Group in helping to promote the already
close trading links between their countries. The UK is the second largest foreign investor in Pakistan. They
welcomed the success of the two trade missions which visited Pakistan in September and October 2004 and
the plans for further trade missions in February 2005.

14. The President and the Prime Minister welcomed the deepening defence relationship between their
countries, including through the success of the annual meetings of the Defence Cooperation Forum. They
agreed on the importance of further evolving the Forum into a wide-ranging dialogue, including discussions
of global and regional security, and defence equipment. They also agreed to enhance cooperation through
both countries’ continued involvement in UN Peacekeeping Operations, to which Pakistan currently
contributes more troops than any other country in the world, and actively to explore opportunities to learn
from each other’s experiences, such as through dialogue, training and peacekeeping exercises between the
two countries.

15. They also reviewed the constructive work of the Pakistan Britain Joint Judicial Cooperation Working
Group in helping to improve the operations of law enforcement agencies aVecting both countries.

16. The Prime Minister expressed his appreciation of the ongoing links between Pakistan and the
approximately one million people of Pakistani heritage living in the UK, and both welcomed the reopening
of the visa issuing service in the British High Commission in Islamabad and the British Deputy High
Commission in Karachi. They agreed on the need to encourage bona-fide travel between their countries as
a means of fostering strong people-to-people links, but to clamp down on those who try to cheat the system.
To this end the leaders agreed to conclude as soon as possible a Memorandum of Understanding on
immigration issues, re-documentation and resolution of cases.

17. The President and the Prime Minister agreed to hold an annual summit-level meeting between their
countries and to explore new areas of bilateral cooperation.

Annex 6

VISA OPERATIONS IN INDIA AND PAKISTAN AND REGIONAL STATISTICS

Visa Operations in India

Since February 2003, Visa Facilitation Services (VFS), a subsidiary of Kuoni Travel, has worked in
partnership with the UK visa-issuing Posts in India. VFS operate eleven visa application centres throughout
India and these are situated in Delhi, Mumbai, Chennai, Kolkata, Jalandhar, Chandigarh, Ahmedabad,
Pune, Hyderabad, Bangalore and Cochin. The four visa-issuing Posts in India (New Delhi, Mumbai,
Chennai and Kolkata) operate on the same basis.

Applicants throughout India can now also apply for their visas online and then submit their passport, fee
and supporting documents to VFS.

Our visa operation in India has the most developed commercial partner operation in the world. The entire
application process was outsourced initially and, since then, the basic data input, interview appointments
and scanning of photos have all followed. All four Posts in India have also now outsourced the collection
of fees.

Customers may now submit their applications at the centres, avoiding the need for a long and often
expensive journey to on of the four visa-issuing Posts. Trained staV at the centres accept, check and forward
the applications to the Visa Sections for a small additional fee. Those applicants required to attend an
interview can make an appointment at their convenience. The outsourced operation means that visa staV
now spend more time on decision making and less on routine administration.

Since outsourcing, and the introduction of Risk Assessment Units (RAUs), Entry Clearance OYcers have
assessed all applications on paper, to ascertain whether they can be issued without interview. The RAUs
were set up so that more intelligence and fraud work could be undertaken, which informs ECO decision
making.

VFS operate a drop box facility for frequent travellers and travel agents, therefore saving such applicants
even the trip to submit their applications. New Delhi and Chennai also oVer a fast-track Business Express
Programme.

Visa Operations in Pakistan

The High Commission in Islamabad is one of the largest British diplomatic missions in the world,
operating one of the biggest overseas Visa Sections. Islamabad and the Deputy High Commission in
Karachi together form an integrated service for the whole of Pakistan. The two Posts received 170,000
applications last year.

Pakistan is fully outsourced with all applications lodged via 14 regional FedEx oYces. FedEx are
responsible for all fee taking, data entry, booking appointments and return of documents.
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The majority of applications are decided on paper, except students who are invited for interview. Low
risk categories, such as those with a history of travel and compliance, are given priority and fast-tracked
through the system. Also included in the fast-track service are first-time business visitors from companies
who are corporate clients of seven nation-wide travel agents, members recommended by Chambers of
Commerce, British Council students, high ranking government oYcials, applicants going for employment
and those taking medical examinations. Post established a Risk Assessment Unit on 21 June 2005 to provide
an intelligence lead approach to strengthening the control.

Reluctant sponsors, abandoned spouses and abducted child disputes are handled by a specialist team.

Regional Statistics

Visa Applications for South Asia Posts in 2004–05, 2005–06 and April to August 2006

BANGLADESH

Rec Iss Ref

2004–05 42,562 25,414 15,771
2005–06 39,431 22,572 15,518
Increase/decrease over 2004–05 (%) "7.4% "11.2% "1.6%

April to August 2005 18,363 12,112 5,987
April to August 2006 21,480 11,32 67,309
Increase/decrease over 2005 (%) 17.0% "6.5% 22.1%

INDIA

Rec Iss Ref

2004–05 345,592 277,962 62,271
2005–06 394,356 315,439 74,717
Increase/decrease over 2004–05 (%) 14.1% 13.5% 20.0%

April to August 2005 201,527 163,993 35,789
April to August 2006 235,125 191,560 38,641
Increase/decrease over 2005 (%) 16.7% 16.8% 8.0%

NEPAL

Rec Iss Ref

2004–05 7,098 5,135 1,878
2005–06 11,365 9,228 2,074
Increase/decrease over 2004–05 (%) 60.1% 79.7% 10.4%

April to August 2005 4,659 3,902 734
April to August 2006 7,320 5,675 1,171
Increase/decrease over 2005 (%) 57.1% 45.4% 59.5%

PAKISTAN

Rec Iss Ref

2004–05 190,333 111,356 73,925
2005–06 172,381 105,468 63,424
Increase/decrease over 2004–05 (%) "9.4% "5.3% "14.2%

April to August 2005 86,566 54,436 30,900
April to August 2006 110,257 61,612 36,715
Increase/decrease over 2005–06 (%) 27.4% 13.2% 18.8%
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SRI LANKA

Rec Iss Ref

2004"05 28,941 20,482 6,871
2005–06 28,215 19,539 8,108
Increase/decrease over 2004–05 (%) "2.5% "4.6% 18.0%

April to August 2005 13,186 9,483 3,340
April to August 2006 13,944 9,573 3,769
Increase/decrease over 2005 (%) 5.7% 0.9% 12.8%

Source: Central Reference System.

Date: 31 August 2006 and 4 September 2006 (for August 2006 figures).

Endorsements: All Endorsements.

Please note that these statistics have not been published and should be used for informational purposes.

Annex 7

CONSULAR ISSUES AND STATISTICS

Crisis Management

Delhi Diwali bombings

On the evening of 29 October 2005 three bombs exploded at market places in New Delhi. The areas were
especially crowded with shoppers preparing for the Diwali holiday. Over 60 people were killed and several
hundred more were injured.

The key challenge for our consular response was gathering information from a number of locations
quickly when the possibility of further attacks could not be ruled-out.

Consular Response

An Operations room was opened in the High Commission in Delhi and staV from across the Mission
worked throughout the night to man it. Several teams were sent to the hospitals where the casualties were
being taken in an attempt to establish whether or not British nationals had been killed or injured in the
attacks.

A dedicated team phoned hotels and hostels in the area of one of the attacks, as it is particularly popular
with British backpackers. They went through lists of guests to look for any British nationals who may be
unaccounted for. StaV also dealt with a number of telephone and e-mail inquiries from members of the
public about friends/relatives.

Travel Advice was immediately amended via the FCO Response Centre.

Follow-up contacts with the Indian authorities, hospitals and hotels over the Diwali weekend allowed us
to be satisfied that no British nationals had been directly involved.

Mumbai bombings

On 11 July 2006 in Mumbai, a series of bombs exploded at railway stations or on trains during the evening
rush hour. Over 200 people were killed and several hundred injured.

The key challenge for our consular response was in obtaining accurate information on events and possible
casualties given the failure of telecommunications networks and the chaos on the street making movement
around the city almost impossible. The possibility of further attacks was also a factor.

Consular Response

StaV in Mumbai worked through the night to check those hospitals to which they knew (via direct contact
with the police commissioner’s oYce and monitoring of media reports) the casualties were being taken. This
was followed-up with hospital visits the following day which allowed us to be satisfied that no British
nationals had been directly involved in this crisis.
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Pakistan Earthquake

The earthquake struck north of Islamabad in the morning of Saturday 8 October 2005. Initial Pakistani
figures of numbers killed quickly rose to over 75,000 during the weekend, with another 75,000 injured.

The key challenges for our consular response included the large number of British nationals resident in
Pakistan (80,000); a potentially large number of calls from the British Pakistani population in the UK; the
need to coordinate with civil protection and humanitarian responses; and the large area devastated. As the
crisis developed, it became clear that the scale of the consular response required was not as large as it could
have been. We were the first emergency team on the ground in response to the crisis, helping to save those
buried by the rubble, and we have provided one of the most generous aid responses—over £125 million in
DFID funding for relief and reconstruction, and £75 million in donations from members of the British
public.

Consular Response

We deployed a Rapid Deployment Team (RDT) including consular, press, and technical oYcers, Red
Cross Personnel and International SoS medical personnel. DfID had chartered an aircraft to send search
and rescue personnel and other aid to Pakistan; the RDT was able to travel on the same aircraft. UK Search
and Rescue teams were among the first to arrive in country and the first live rescues took place within
40 minutes of their arrival—22 hours after the earthquake.

In Islamabad, the High Commission worked on a 24-hour basis immediately after the earthquake. Post
activated its Post Emergency Plan and immediately sent two oYcers to Mirpur, the location of the highest
concentration of British Citizens, to assess the risk. A Consular oYcer was also deployed to Muzzafarabad
and a liaison oYcer was embedded in the Crisis Management Centre of the Pakistan Government.

In London, emergency call handling arrangements were put in place, but we did not receive a huge volume
of calls.

Sri Lanka hostilities

The latest outbreak over the summer of 2006 of open hostilities between Government forces and the Tamil
Tigers in the North of Sri Lanka, involving mortar attacks and aerial bombing, called for the evacuation of
British passport holders from JaVna.

The High Commission in Colombo worked closely with the Sri Lankan authorities, other diplomatic
missions and the International Committee of the Red Cross (ICRC) to arrange for the safe evacuation of
British nationals to Colombo. Over 60 of them and their dependants were evacuated by the ICRC, civilian
ferry and by the Sri Lankan military, assisted by our High Commission. The High Commission retained
contact with approximately 20 people who remained in the conflict area, pursuing options for the safe
evacuation of any who wanted to leave.

Consular Assistance

Forced Marriage

A forced marriage is a marriage conducted without the valid consent of both parties, where duress is a
factor. It is a human rights abuse and a form of domestic violence and child abuse, where children are
involved.

The High Commissions in Islamabad, Dhaka and New Delhi handle significant numbers of British
nationals forced into marriage abroad. In 2005 these posts helped 169 victims of forced marriage, including
children. This pioneering area of Consular work involves assisting and repatriating young women and men
who request help to escape a forced marriage. They are usually subjected to emotional and physical pressure
from their families, and female victims may face rape, enforced pregnancy and enforced abortions. Victims
of both sexes may be kidnapped, abducted and at risk of their lives.

Victims are often held in remote areas, with their money and passport confiscated, and no access to a
phone. They may be kept under virtual house arrest. In extreme cases, Consular staV undertake rescues of
victims in these situations, with the cooperation of the local authorities.

Consular staV work closely with the Forced Marriage Unit, a joint Foreign & Commonwealth/Home
OYce Unit, which assists British nationals facing forced marriage, and develops Government policy to
tackle this human rights abuse. The Unit also undertakes extensive outreach work around the UK to make
potential victims and concerned professionals aware of the help available, and to try to prevent victims being
forced into marriage abroad.

In Islamabad the Consular team have pioneered links with NGOs for the support of victims of Forced
Marriages. They also actively engage with the Police, civil society and NGOs to improve awareness of the
issue locally and regularly collaborate with the media which has drawn international attention to the
problem.
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Consular Statistics

Bangladesh

DHAKA

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

6,832 7,084 12,948 139 12 2 30

India

NEW DELHI

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

4,000 16,095 12,000 12 3 34 362

MUMBAI

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

4,283 14,816 43,798 19 15 18 12

CHENNAI

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

1,811 13,650 2,875 125 2 25 300

KOLKATA

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

1,592 2,818 745 42 1 7 9

GOA

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

1,725 2,404 200 23 2 27 4

Nepal

KATHMANDU

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

1,700 1,650 900 900 1 2 12
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Pakistan

ISLAMABAD

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

20,000 15,300 18,000 654 19 9 149

KARACHI

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

3,625 9,315 750 100 0 1 150

Sri Lanka

COLOMBO

Consular Enquiries Consular Assistance
Personal Telephone Post, Email Advice & New Detainee Deaths Requiring Other
Callers Enquiries & Fax Self Help Cases Contacted Consular Action Cases

1,850 1,100 975 26 5 6 14

Witnesses: Rt Hon Margaret Beckett, A Member of the House, Secretary of State for Foreign and
Commonwealth AVairs, Richard Codrington, Head, Afghan Group, Foreign and Commonwealth OYce,
and Antony Stokes, Head, South Asia Group, Foreign and Commonwealth OYce, gave evidence.

Q92 Chairman: Good afternoon, everybody. I
welcome you, Foreign Secretary, and your
colleagues Mr. Codrington and Mr. Stokes. We are
midway through our inquiry on South Asia.
Committee members were in the region before
Christmas, and we were very interested to watch in
recent days the visit of the Chancellor of the
Exchequer. We know that other Ministers, including
you and the Prime Minister, have visited India and
Pakistan in recent months.
In that context, can you put a gloss on what has
already been said by Ministers on a number of recent
occasions about India’s position in the United
Nations system, particularly its bid for permanent
membership of the Security Council? Do you think
that it is likely, given last year’s diYculties in making
progress, that India will before long be a member of
the Security Council? Is Security Council expansion
likely to occur in the foreseeable future, or are there
other ways in which India’s growing international
importance can be recognised and given the weight
that it clearly deserves in terms of its economy and
population?
Margaret Beckett: First, there is a growing
recognition, as you said, of the importance of India
and its growing influence. In one sense it seems
strange to say that, if you think back to the days of
Nehru, the non-aligned movement and so on. India
has been held in very high esteem on the world stage
by a whole variety of players for a very long time.
That is clear, but it is also clear that its recent
economic development has made people look at it
afresh—and, to a certain extent, in a diVerent light—
and has made it a diVerent kind of major player. It

is acquiring economic authority and strength to go
with what has always been quite a lot of moral
authority and strength. That is how I would put it.
With regard to its bid to join the Security Council
and whether that is likely to take place before long,
that all depends on a process of UN reform,
including an expansion of the Security Council,
taking place. I certainly would not say that it is likely
to happen very soon, not least because, as always,
there is resistance to change among many people.
The new UN Secretary-General has indicated to us
that he is in favour of reform, as of course are the
British Government. We will have to see how it goes,
and whether it is a process that he can initiate. He
told me when I met him before he became Secretary-
General that he had undertaken a reform process in
his previous Foreign Ministry, and that he was an
enthusiast of trying to reform the United Nations. If
reform proceeds, it is bound to lead people to
consider the Security Council, but I certainly would
not say that that will be in the near future. Although
I hope that it could be in the foreseeable future, it
will take a little time to be sure.
As for whether there are other ways in which India’s
growing authority—I suppose that it would be
better to say its new authority—could be recognised,
in many ways it is. India is a key player in the Doha
round, and it is a key player in negotiations in a
whole variety of forums, not least in the United
Nations itself. Its growing strength and potential are
recognised. We believe that we have a strong
partnership with India, which is also what the Indian
Government says, and we want to see that
partnership strengthened, but of course India has
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other partners in a variety of other ways. The recent
formation of IBSA—India, Brazil and South
Africa—to work together on a variety of issues is
another indication that people are recognising
India’s role and potential in the world.

Q93 Mr Horam: I suppose that you could say that
one example of India’s growing importance is the
Indian-US nuclear deal. I have a quotation from Dr.
Chris Smith, a fellow at Chatham House: “I think
that it was President Clinton who said, ‘India will
not be allowed to blast itself into the nuclear club’,
. . . That is, eVectively, exactly what it has done.
There is a process of acceptance and forgiveness, on
the one hand, for a country such as India, but a very
diVerent view has been taken . . . towards a country
such as Iran.”
As we support the US initiative, are we not really
guilty of double standards?
Margaret Beckett: No, I do not think we are,
because India does not have the same track record as
Iran. Although India is not, as you will know, a
signatory to the nuclear non-proliferation treaty, it
is voluntarily coming forward with a number of
safeguards. For example, it is going to place all its
future reactors, and more of its existing reactors,
under International Atomic Energy Agency
safeguards and is going to sign an additional
protocol with the IAEA. It has said that it will
adhere to the guidelines of the various control
regimes.

Q94 Mr Horam: With due respect, Secretary of
State, it has said nothing that will limit its nuclear
weapons programme, has it? It is still free to
develop that.
Margaret Beckett: It is free to do so, because it is not
a signatory to the NPT. But, in a sense, you could
say that it is going in the opposite direction to Iran,
because it is volunteering to come into compliance
with a lot of the surrounding constraints of the NPT,
even though it does not need to do so, whereas Iran,
which is a signatory to the NPT, has actually
admitted that it was pulling the wool over the eyes
of the IAEA and was not in compliance with rules to
which they had voluntarily signed up.

Q95 Mr Horam: But looking at it from the point of
view of your own eVorts in Iran and the considerable
eVorts of your predecessor—and the continuing role
of the UK—has not it made it just that much more
diYcult to come to some sensible arrangement
with Iran?
Margaret Beckett: I am trying to think back and I do
not recall Iran having necessarily used that
argument. Iran simply says, “We are doing this,”
and at present it is saying, “And we are going to
carry on doing it.”

Q96 Mr Horam: Sure, but none the less it can point
to the example of India and say, “Look, we are being
treated diVerently. We are being made the pariah of
the world.”

Margaret Beckett: I repeat that Iran is a signatory to
the NPT and is breaking the agreements that it made
under that treaty, and it has done so in secret for
some time.

Q97 Mr Horam: Could I finally ask you something
on this point? This deal between the US and India is
subject to congressional approval and I understand
that Congress has made various reservations about
the deal that are quite constricting, as far as I can see.
Do you have any indication of whether India is
going to accept it, subject to the reservations put
forward by Congress?
Margaret Beckett: I think that that the main
legislation went through Congress in December—
did it not?
Antony Stokes: That is right. And the legislation
makes it clear that it does not constitute any
authority to carry out any civil nuclear co-operation
that would assist India in its nuclear weapons
programme.

Q98 Mr Horam: But that is quite a severe
limitation, isn’t it?
Antony Stokes: It is an important limitation.

Q99 Mr Horam: Do we think that India will
accept that?
Antony Stokes: Obviously, it is a matter for India to
negotiate with the US, but given the statements that
were made publicly when the deal was announced,
the framework within which this will be negotiated
is consistent with that sort of approach.

Q100 Mr Purchase: On the same point, Secretary of
State, does it strike you as at all strange that, on one
hand, a nation that has signed up to the NPT is not
believed and, on the other hand, a nation than has
not signed up and is free to do as it will is believed
when it says that it has no intention? With regard to
India’s track record, which you mentioned, it comes
to my mind that it has been involved in a number of
stand-oVs with Pakistan over the years and that its
track record is not quite as safe as you would have
us believe. Are we not involved in a paradox here?
Margaret Beckett: You say, “Isn’t it strange that a
nation that has signed up is not believed?” It is not
believed because Iran has now admitted that it was
pursuing nuclear development without declaring it
under IAEA supervision, as it should.

Q101 Mr Purchase: On nuclear power.
Margaret Beckett: On nuclear power, yes. Iran
continues to protest that all it wants is access to civil
nuclear power. In that respect, it is exactly similar to
the nuclear deal with India, which is about civil
nuclear power. However, the important part—
which I know that the Committee will be familiar
with—about the oVer of negotiation that has been
made to Iran is that that is predicated on an
assumption that Iran wants access to modern civil
nuclear power—not just any old civil nuclear power,
but the most advanced technology. That is on oVer
to Iran. That is absolutely the basis of the
negotiating oVer made to Iran. In that sense, you can
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say, if you like, that it is being treated diVerently
from many other states, but it is being treated better
than any other state that I can think of in terms of
being oVered that access to technology and co-
operation.

Q102 Mr Purchase: But I was talking about the
non-proliferation treaty, to which one nation is a
signatory but another is not—and the one that is not
is believed and the one that is a signatory is not
believed. That seems paradoxical.
Margaret Beckett: Well, it is not believed because it
has admitted that it was telling lies. It is quite
simple, really.
Mr Purchase: Not about that, no.
Chairman: I think we will move on.

Q103 Mr Pope: Let us move on to a diVerent topic,
which is Kashmir, Foreign Secretary. I should be
interested to know what the British Government’s
response is to President Musharraf’s proposals for
Kashmir, which he published in the second half of
2006. Those proposals identified a number of areas
that could move the talks forward, including
demilitarisation, a greater level of independence and
a joint management mechanism between India,
Pakistan and the Kashmiris themselves. Are we
backing that proposal?
Margaret Beckett: My main reaction, initially, is to
say that this is very much a matter for the
negotiating parties. We absolutely welcome the fact
that there are proposals—I would not say we
welcome whatever proposals there are—and an
approach from India and Pakistan to try to resolve
the dispute that has long existed between them about
Kashmir and involve people from Kashmir. We
welcome the composite dialogue, and so on. It is for
the parties themselves to see what is the best ground
on which they can reach agreement and find the best
way forward. It might be the kiss of death for us to
express a preference one way or the other and I
would not wish that to happen.

Q104 Mr Pope: None the less, is there not a role for
Britain to play in this? I am aware of the sensitivities
in respect of the history of it, but does not the history
of partition and the British role up to 1947 give us
some kind of moral duty to assist the process? The
partition took place at a time when there was a
Labour Government. Is not there a duty on this
Labour Government to try to put right what went
wrong in 1947 and play a constructive role in
resolving the Kashmir problem?
Margaret Beckett: That is a perfectly legitimate
point and I will accept that completely. I would
certainly say that we are encouraging and have
always encouraged negotiation. We have always
hoped that the diVerent players could find a solution
and agree a way forward. If there were anything that
we could do to assist that, we would always be happy
to do so. But, as I say, I think it would be for them
to decide that they wished us to do so, rather than for
us to step forward and say, “Okay, we can help here.
We’ll join in.” I think that might be fraught with
peril.

Q105 Mr Pope: A final brief question. You said that
it is for them to decide. In this context, could we just
clarify that “them” is not just the Governments of
Indian and Pakistan and that it is for the people of
Kashmir to determine their future for themselves? It
is not just a matter for the two Governments.
Margaret Becket: Like some in this room, I have a
lot of constituents whose families originated in
Kashmir, so I am very mindful of the sensitivities.

Q106 Mr Hamilton: May I follow on from my hon.
Friend the Member for Hyndburn? One of the
persistent demands, certainly among those of
Kashmiri origin in the UK, but also among people
over there, is that this plebiscite—much promised by
United Nations resolution—actually takes place.
Can the British Government help with that? If so,
how can we help? There has been a demand for many
decades, but it has not yet come about.
Margaret Beckett: There is nothing really that I can
add to what I said before. If the players wished us to
assist and were asking us to assist, we would be
happy to consider anything that we were asked to
do. But I am always very mindful, in relationships
with countries like India and Pakistan that there is
sometimes a degree of sensitivity about the role of
the United Kingdom. I wish to make it quite clear
that they do not necessarily need us to help them.

Q107 Mr Hamilton: One of the issues in the region
is that despite India’s rapid economic growth, a huge
amount of the resources of both India and Pakistan
is consumed by defending the line of control and by
dealing with the various agitation and activities
going on in the Kashmir region. Is there any more
that we can do to encourage demilitarisation in that
particularly sensitive area?
Margaret Beckett: Only the things that we are
already doing by way of encouraging people to
engage. I repeat that if and as we see ways in which
we can help and support, we will be happy to do so.

Q108 Mr Illsley: In 2005 and 2006, there were a
number of serious terrorist incidents in India. A
number of groups operate in India, Pakistan, the
Kashmir region and Afghanistan. The UK have
proscribed two of those groups, Lashkar-e-Toiba
and Jaish-e-Mohammed. What links exist between
those groups and UK-based groups?
Margaret Beckett: I am not sure that I know, Mr
Illsley. In so far as I do, I am being reminded that we
do not comment on intelligence matters.

Q109 Mr Illsley: So you do not know whether you
know?
Margaret Beckett: Let me be more specific. I was not
quite sure what you were getting at, Mr Illsley.

Q110 Mr Illsley: The Foreign OYce is on record
saying that there are links between those groups and
UK-based groups. I was interested to hear how
strong those links are, what they are and whether
there is any danger of that regional dispute being
imported into this country.
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Margaret Beckett: First of all, let me say that I
thought you were asking whether they had oVshoots
here,or specific links of thatkind.Youaskedwhether
there is any danger of the dispute having an impact
here. No more than it ever has, I would say. There are
always a variety of informal links and relationships.
One suspects them or sometimes sees evidence of
them. Increasingly across the world, we are seeing a
process of informal relationships among a whole
variety of groups that might have originated in a
particular regional dispute but are now looking more
widely.Withregard to thedisputes that havearisen in
that particular area, there has always been the
possibility that they may have some resonances here.
I am thinking of the fact that over my years of
representing my constituency—and this may be
within the experience of other Committee
members—there has occasionally been a problem in
the sub-continent that has caused reaction and
concern among communities in the diaspora. As a
rule, however—I hope that I am not tempting
providence here—any strong reaction has been
relatively short lived, although it continues in the
background of discussions. I do not think that there
is any new or greatly increased danger specific to the
area and the regional disputes that might arise there.

Q111 Mr Illsley: On another point that concerns
security issues, after the Mumbai bombings last year
involving almost 300 fatalities, there were
allegations that the Pakistani intelligence service was
involved. Do we have any evidence to support that
allegation, or do we give any credence to such
allegations?
Margaret Beckett: I am afraid that the answer
remains the same as before. There is not anything
that I can share with the Committee, I fear.
However, I would say one thing—this may also have
been your experience as leader of the group that
went to Mumbai. When I was last in Mumbai, we
discussed what advice, understanding and
experience we could share about trying to maintain
security on mass-transport facilities and so on. I am
mindful of the tremendous impact the events had in
India and in Mumbai itself. The diVerent police
forces are in touch with each other about the things
they can learn from each other from past
experiences—on our side we have the experience of
July 2005. The police forces are also asking what
lessons their experiences can teach them regarding
some of the future security challenges that both the
Indians and ourselves will face.
Chairman: We will move on to a slightly diVerent
area now.

Q112 Mr Moss: Still on the issue of regional
security, what pressure if any are the British
Government bringing to bear on the Pakistani
Government to tackle the problem of the Taliban
within Pakistan’s borders?
Margaret Beckett: As I think was made clear during
the Prime Minister’s visit and since, we co-operate:
we share information on, and concern about,
terrorism, and work very closely with the Pakistan
authorities. As part of that close co-operation, we

continue to urge them to be vigilant against the risk
that Pakistani territory will be misused by people
who are seeking to spread terror elsewhere.

Q113 Mr Moss: What credence does the Foreign
OYce give to the newspaper report that last week
said that Mullah Omar, the Taliban leader, lives in
Quetta, and is protected by Inter-Services
Intelligence?
Margaret Beckett: I am afraid that I will have to give
you the same answer, Mr Gapes, that the matter is
not something we would comment on.

Q114 Mr Moss: Have you commented on the
matter to the Pakistani Government?
Margaret Beckett: We have a dialogue with the
Pakistani Government about such issues, and about
areas and individuals of concern.

Q115 Mr Moss: On a recent visit to Afghanistan,
the Committee was told that the trilateral military
commission between Afghanistan, USA and
Pakistan, was helping to improve relations between
Pakistan and Afghanistan. Is that something that
you concur with?
Margaret Beckett: I think that there is some
evidence to suggest that. Just as we encourage better
relationships and links between India and Pakistan,
so it is with Afghanistan and Pakistan, and there are
some encouraging indications that the relationship
is improving.

Q116 Mr Moss: Will you be more specific about the
influence that Afghanistan has on relations between
India and Pakistan?
Margaret Beckett: On relations between India and
Pakistan, I am not sure that Afghanistan has a great
deal of influence. The links on both sides of the
border that are sometimes a worry are primarily
those between Afghanistan and Pakistan. The two
Governments are looking to improve those links.
Richard Codrington: I add that there is a dynamic in
the region for generating economic co-operation
between the countries. As G8 chair, we helped to
catalyse the regional economic co-operation
conference, which met in Kabul in December 2005,
had a second meeting Delhi in November 2006, and
which will have a third meeting in Pakistan this year.
There is momentum to try to generate some
mutually beneficial relationships in the economic
sphere.

Q117 Mr Moss: Does that include discussions
about potential oil pipelines for the region?
Richard Codrington: It includes discussions about oil
pipelines, equitable water sharing, and more
traditional import-export activities.

Q118 Ms Stuart: I want to follow on from the
questions that Mr Moss raised. When the
Committee was out in Afghanistan, the remarkable
thing was that the Afghani side thought that
Pakistan could solve all the problems between the
countries if it wanted to, and vice versa. One
suggestion was to create more tribal jirgas in those
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areas where the border is far from clear and certainly
not secure, and that what has been done on the
military side ought to be done on the political side.
Are the British Government positively encouraging
that development?
Margaret Beckett: Yes, we are. It has been a little
time since the proposal for cross-border jirgas was
made. Mind you, that might have something to do
with the weather in that part of the world.
Antony Stokes: I think that it was first proposed
about two months ago. We have been encouraging
both Governments to look for these sorts of
initiatives to enable them to work more closely
together and to exacerbate some of the tensions in
the border area—
Margaret Beckett: Reduce.
Antony Stokes: Reduce. I beg your pardon. We
would rather that they did not exacerbate the
tensions.
That sort of constructive dialogue involving the
Governments and tribal elders on both sides would
be a positive step. However, they have yet to firm up
the details of how that might best work.

Q119 Ms Stuart: May I pursue something that Mr
Codrington mentioned about economic
development? We have seen that Afghanistan can
potentially grow an amazing quality of food—we
were amazed at the size of the grapes that we saw. If
you look at a map, you will see that it is level with
Cyprus, which I certainly had not appreciated. They
were saying that if they could produce food, India
would be a potential market, but that the transport
links through Pakistan are not there and the latter
does not appear to be interested in facilitating any.
What is our view on that?
Margaret Beckett: I have not heard that suggested,
although I shall ask Richard for some details in a
moment. I can well believe that Pakistan has
priorities for its infrastructure, of which that might
not be the greatest, but I certainly recognise the
concern about infrastructure investment and
weaknesses across the subcontinent. I recall a long
time ago reading that when the Taliban was in power
in Afghanistan it damaged access to water resources
and thereby almost turned to desert areas that had
been extremely fruitful, with orchards and so on.
One wondered whether that process was reversible.
Obviously, though it would take a good deal of time.
Have we had any details on the concern identified
about the links?
Richard Codrington: Yes, indeed. There has been
and is discussion about, for instance, a sort of
Transport Internationale Routiers regime for the
region, in an eVort to prevent the very laborious and
costly process of unloading a lorry when it reaches
the border, loading it on to a Pakistani lorry and
continuing the process at the next border. That is a
discussion area for the conference on regional
economic co-operation. It is worth noting also that
Afghanistan has been welcomed as a member of the
South Asian Association for Regional Co-
operation, which has a commitment to create a free-
trade area. Over time, we are hoping that exactly
those issues will be addressed.

Q120 Ms Stuart: What is the Foreign OYce’s
response to the British Medical Association
suggestion today that given that the NHS is short of
morphine and opium, we should buy up the poppy
production for the NHS? I described that as a pretty
naı£ve way of looking at the problem, but I would
like to know what the Foreign OYce’s response is.
Margaret Beckett: I was slightly surprised at the
BMA. That is an idea that people float from time to
time, which is understandable in the sense that
people should look at any idea that might help, but
we are not of the view that that would be sensible.
But, more to the point, the Government of
Afghanistan are completely opposed to it. If one
thinks about it a little more, it becomes fairly clear
why: it is all very well to say, “Okay, we will let you
grow this legal opium,” which we will then put to
good use, but how do you prevent it from being
diverted down illegal channels, of which there are
sadly all too many?
Chairman: On the question of borders, Fabian wants
to come in, I think.

Q121 Mr Hamilton: I wanted to follow on from
what my colleague said. The Chairman, Mr Pope
and myself were at the Wagah border at the end of
November and we saw for ourselves the frustration
for trade there. There was a 1.5 km queue of lorries
on the Indian side loaded with onions, which were
then being unloaded by 1,000 men and carried on
their heads across the border and handed over in
return for Afghan dried fruit that was going into
India. It was a good job creation scheme with 2,000
men being employed but it was not very eYcient. It
seems completely absurd for an Indian lorry driver
to have to wait a week in a queue just to unload his
goods. It would be much better for trade and
therefore for the growth of prosperity in
Afghanistan, Pakistan and India if that border could
be opened. Anything we could do to encourage that
would be warmly welcomed.
Margaret Beckett: Who can disagree?
Chairman: It is also a matter of the infrastructure on
the other side. That was the most interesting journey
on a dual carriageway road that I have ever had,
with vehicles travelling on both sides in both
directions.
Can we now move on please? Mr Keetch.

Q122 Mr Keetch: I resume the story if I may,
Foreign Secretary, and look at the relationship
between India and China, which is one of huge
strategic importance—for both the UK and the rest
of the world. Since the 1962 war there have been
some good signs, in terms of the relationship, most
notably in recent years with the increased trade
between the two countries. Indeed, we were in India
shortly after some trade talks and trade deals
between them. What is the British Government’s
assessment of the current relationship between the
two countries? Obviously their continued and
growing relationship is something that must be of
huge strategic importance to us.
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Margaret Beckett: Our assessment is that it is
perhaps a better relationship than it has been in the
past. My own impression is that in both India and
China there is a growing recognition, not only of the
potential role of their own countries and economies,
but also one of the other. They each see the other as
already being a major player and one which is likely
to become even more so in the future. They each
recognise the importance of a better relationship
between them. That can only be a good thing.

Q123 Mr Keetch: Do we have any concerns about
some of the side issues that are involved in this?
China, for example, is looking to increase its
connection with Pakistan. It is looking to increase its
port facilities in Pakistan—maybe even opening up
direct rail routes from Pakistani ports, through
Tibet and into China. Do we have any concerns
about that? Have we made any representations
either to the Pakistan or Chinese Governments? If
third players like Pakistan are brought into the
equation then perhaps relations between China and
India will not be so good.
Margaret Beckett: There is that possibility. But
equally, it could go the other way because
relationships between India and Pakistan seem to be
improving, I am pleased to say. Both Governments
seem to want to work to improve on them even more
and if each of them has a constructive relationship
with China that might lead to a virtuous circle.
Chairman: Good, I am delighted to hear that.

Q124 Andrew Mackinlay: and yourself were talking
in terms of bilateral relationships between China
and India, and China and Pakistan. But on an earlier
occasion I have mentioned the Shanghai
Cooperation Organisation to you. I have also
mentioned it to other oYcials on other occasions.
The reaction one gets from UK Ministers and
oYcials is quite diVerent from what one gets when
the matter is raised with representatives from other
countries. They get thoroughly excited—I cannot
describe it any other way. But it does not seem to
register on our radar screen as important. Yet when
one speaks to other members of the Shanghai
Cooperation Organisation, they say this is quite
significant. The way I understand it, the Shanghai
Cooperation Organisation covers both security and
commercial aspects. I wanted to bounce this issue oV
you again: it is never mentioned by us, while it is
elsewhere.
Margaret Beckett: I am sorry if you have that
impression Mr Mackinlay, because I can assure you
that we have conveyed entirely the wrong
impression. We do indeed treat the council of the
Shanghai Cooperation Organisation very seriously
and we recognise both its existing importance and its
potential. We have given an entirely false impression
if that is not your understanding of the matter.

Q125 Andrew Mackinlay: I did not mean it
critically.
Margaret Beckett: I know. I am happy to be given
the opportunity to say yes, indeed, we take it very
seriously.

Q126 Chairman: May I move on to another part of
the region, to the neighbours, the periphery? You
referred earlier to SAARC; some of the countries in
SAARC are much smaller than India or Pakistan
but nevertheless have a big significance. I have been
concerned about the growing violence in Sri Lanka
in recent weeks. I understand that at the start of this
year, in a period of less than 10 days, there were 40
deaths. There is clearly no longer a ceasefire,
although oYcially there is a ceasefire between the
Government of Sri Lanka and the Tamil Tigers.
There are thousands of people in refugee camps;
there are people who are suVering terribly, yet it is
almost not on the radar in this country. What is our
Government doing to try to get a peaceful outcome
to the situation in Sri Lanka? What representations
are we making? What are we trying to do to resolve
this diYcult conflict?
Margaret Beckett: First, I accept that it is not very
much on the public radar, if I may put it that way,
but it is very much on our radar. We share the
concern that you expressed and we are continuing to
use whatever channels we have to encourage people
in Sri Lanka to return to and concentrate on a
potential peace process. Recently, I think—how
recently was it?
Antony Stokes: Last month.
Margaret Beckett: I think about a month ago Paul
Murphy and others who had experience of the
Northern Ireland peace process went helpfully to yet
another tangled corner of the world, sharing their
experience and expertise, which seems to have had
quite a good response. We are very much
encouraging people to follow that example; to
recognise that, as ever, there is not a military
solution to these things, and to try to bring people
back to the path of living together more peacefully.
Chairman: Still on Sri Lanka, Mr Keetch.

Q127 Mr Keetch: Those of us who visited Chennai,
Foreign Secretary, heard about Mr Murphy’s
attempts and they are very welcome. Something else
that was stressed to us—it is possibly akin to the
situation in Kashmir, although I have no Kashmiri
constituents that I know of—
Margaret Beckett: You would know.

Q128 Mr Keetch: I am sure I would. In the case of
Sri Lanka it was expressed to us that very
occasionally the diaspora of countries in the UK can
be somewhat more vocal and radical than those in
the states back home; one thinks of the Irish in New
York. The view was expressed by some people I
talked to in Chennai that there is a feeling in some of
the Sri Lankan communities in Sri Lanka that they
should be allowed to settle this problem themselves.
Sometimes the diaspora in the United Kingdom
might be a little out of touch and they should just let
the locals get on with it. Do you have any sympathy
with that view?
Margaret Beckett: I approach it with extreme
caution. Sometimes there can be less closeness to the
day-to-day developments and not always
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recognition about how things are changing and
evolving and so on. I do not recall having heard it
said that that was particularly an issue in Sri Lanka.
Antony Stokes: Perhaps I could just add that we are
working hard here to ensure that any fund-raising
activity—

Q129 Mr Keetch: I was going to ask about that.
Antony Stokes:—for the Liberation Tigers of Tamil
Eelam, now a proscribed organisation, is firmly
clamped down on. We understand that quite a lot of
the funding for LTTE activity in Sri Lanka comes
from overseas sources, including large diaspora
communities such as that in the UK. We have been
working closely with the Home OYce and the police
to take steps to clamp down on that.

Q130 Mr Keetch: So the British Government would
be keen to encourage—just as we encouraged Irish
fundraising for the IRA in New York, for example—
any UK fundraising for Sri Lankan groups to be
done solely for peaceful purposes, because some of
the funds raised in the past might not have been used
appropriately?
Antony Stokes indicated assent.
Margaret Beckett: We always try to make sure, in so
far as one can, that the purposes are peaceful—
humanitarian assistance and so on. The Committee
will appreciate that that is not always easy.

Q131 Mr Keetch: I appreciate that.
Margaret Beckett: It is one of the things that leads
to consideration of diVerent groups for proscription,
whatever the regional relationship, depending on
what people think their purposes are.

Q132 Chairman: If the political situation in Sri
Lanka improved, would you reconsider the ban on
the LTTE?
Margaret Beckett: We are rather far away from that
at the moment, but it would undoubtedly be true to
say that the issue of proscription is always kept
under review.

Q133 Chairman: Thank you. Can I ask you about
Bangladesh? A state of emergency has recently been
declared and elections have been cancelled. Those of
us who went to Bangladesh many years ago are
aware that this is not the first crisis in which the
country has been split down the middle just before
an election, with general strikes and all kinds of
diYculties. Can you give us your assessment of the
impact that that is likely to have, both in the long
term for Bangladesh and for the region? Do you
think that the Commonwealth needs to address the
question of how it might be able to assist with a
solution in Bangladesh?
Margaret Beckett: On your first question with
regard to the impact in the region, I think that there
is general concern, because there is a recognition
that any failed state always has an impact on its
neighbours and on stability in the region. There is
general concern about the deteriorating position in

Bangladesh that led to the state of emergency being
called, the introduction of a caretaker Government
and so on.
Indeed, if I recall correctly, we issued a statement not
all that long ago, probably about a week before the
caretaker Government took over, expressing our
anxiety at what seemed to us to be a deteriorating
situation, not least between the diVerent parties and
players in Bangladesh—the problems that seemed
increasingly to be occurring with the electoral
commission, allegations of corruption and so on—
and calling on the diVerent parties in Bangladesh to
observe their electoral law and try to lay the
foundations for free, valid and fair elections, with all
players who wished to participate in such elections
taking part. We and the rest of the region have had
that concern for some time.
As for whether there is anything specific that the
Commonwealth can do to help, I am quite sure that
that is something that the Commonwealth
Secretariat is looking at as we speak, but it depends
a little bit on how things go in the near future. The
existing interim Government are saying all the right
things about tackling corruption and the need to
improve the electoral process, electoral commission
and so on. Obviously, they have only been in power
for a few days, so one must hope that they will follow
through on those ideas.

Q134 Chairman: Is there any idea when the
elections will be held now?
Margaret Beckett: We have not heard any forecasts
so far. They were due—yesterday, was it?
Antony Stokes: Yesterday.
Margaret Beckett: Yesterday.
Antony Stokes: There has been no public statement
on that, nor have we had a firm commitment from
the caretaker Government privately, but we have
been encouraging them to consider committing to an
electoral process that will allow for elections quickly.

Q135 Chairman: Finally, I move to the progress and
process of normalisation in—perhaps a more
optimistic neighbour of India—Nepal. In contrast
to Bangladesh, it seems to have been going in a much
more positive direction. What role can we play in
helping the new political system in Nepal to enable
it to become a pluralistic, democratic and peaceful
country?
Margaret Beckett: As you say, things seem to be
going better in Nepal and its relationship with India
has been positive in that respect. As to our role, as
you will know, Nepal asked for UN assistance to
help maintain peace and stabilise the situation,
which led to the establishment of a UN trust fund. I
believe I am right in saying that the UK was the first
country to pay money—initially £1 million, I
think—into that fund. We have also increased our
development aid to Nepal and, like the Committee,
we welcome the improvements that are being seen
there. We will do what we can to help see them
sustained.
Chairman: Can we now return to the discussion of
India?
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Q136 Mr Horam: In Britain, we obviously think of
our historic relationship with India in trade, culture
and so forth. However, the European Union wants
to develop a relationship with India. At the seventh
EU-India summit on 13 October last year, a report
argued for specific bilateral trade relationships
between India and the European Union. I gather we
are still waiting for the European Council to pass
that so that the negotiations can be opened formally.
I do not know whether that is simply the normal
bureaucratic machine grinding its way through or
whether there is some problem with our European
neighbours in opening that type of bilateral
relationship, which I gather would have meant that
about 90% of our trade would be open and no trade
barriers would be imposed on them. Do you know
anything about that?
Margaret Beckett: Yes, I do. I share your view that
the EU-India summit is very important. We
certainly welcome the proposal and the agreement
that was made and want to move towards
negotiations for quite a broad-based trade and
investment agreement with India. I am not aware of
any particular reason for the delay other than it just
takes time. To be fair to all those concerned, I think
that the Doha round has been such an overwhelming
factor in people’s time that all the experts that might
be involved in the agreement are probably still
working on that.

Q137 Mr Horam: So you expect something to
happen fairly soon on this?
Margaret Beckett: Well, I would not go that far. It
depends a little on what happens with the Doha
round, which is our top priority. I will undertake to
make inquiries as to its progress. As I say, I am not
aware of there being any particular obstacle. I think
it is just that these things tend to take longer than
one might think. If I recall, you are a former Trade
Minister, and will know that.

Q138 Mr Horam: Could you let us have a note on
that?
Margaret Beckett: I would be happy to.1

Q139 Chairman: One of the most welcome
innovations in this area in recent years has been the
annual summits between the British Prime Minister
and the Indian Prime Minister which started in 2004.
Would you give us your assessment of how eVective
those summits have been in increasing co-operation
between our two countries? In particular, what was
the outcome of the last summit in October last year?
Margaret Beckett: I think the summits have been
extremely eVective. More to the point, we are not the
only ones to say that they have been; the Indian
Government have also said so in warm terms. I think
that the summits led to a strengthening and
deepening of the bilateral relationship between
diVerent Ministers and between the Governments as
a whole. Quite a number of specific outcomes stem
from, as I see it, the strengthening and intensification
of those links at the summits.

1 Ev 75

A specific example from my experience comes to
mind. We had been talking to oYcials in India for
some time about the possibility of developing a
demonstration power plant, using carbon capture
and storage for coal power, in partnership with
India, in exactly the same way that the EU is doing
with China. It was not making as much headway as
people had thought, for no particular reason that
anyone could put their finger on. I raised the issue
with the Prime Minister and I am delighted to say
that the obstacles seem to have been miraculously
waved away.
That is a concrete example that I recall. There are a
number of things in terms of education. As you
know, it is very much the wish of the UK to be
India’s partner of choice, particularly on education.
We have seen quite a strong increase in student
numbers—we have the largest number of Indian
students ever in this country this year. When the
Chancellor was in India recently, he announced the
award winners in the education and research
initiative, which obviously is progress on an
initiative that has been set up. So there are a number
of concrete areas—in the economy, education, trade
and so on—where links are strengthening.

Q140 Chairman: As you have raised the issue of
education, I will follow it up. Are you concerned that
we are losing out to competition from other
countries, particularly Australia?
Margaret Beckett: We would be concerned if we
thought that that was happening. We are very
conscious indeed of that risk. That is why I
deliberately used the phrase that we would like to be
India’s partner of choice, because we recognise all
too well that other choices are available to India

Q141 Mr Keetch: Foreign Secretary, may I touch
briefly on UK-Indian trade? Before I do that, I note
that you have mentioned Doha a number of times.
Do you think that India has taken a wholly
constructive approach to the Doha development
round process, or do you think that it could have
been more constructive?
Margaret Beckett: I completely understand the
concerns that the Government of India have,
particularly about agricultural trade. As you will
know all too well, there are still a huge number of
subsistence farmers. I think that two thirds of the
population in India are still subsistence farmers and
that is obviously a source of great anxiety to the
Indian Government, as it would be to any
Government. So I understand their concerns.
Equally, there have been times when we have felt
that India was perhaps being particularly cautious
and not always taking the same view that we do
about the potential value to all players in the world
economy of an improved trade round, and of the
Doha round in particular—but that is natural. That
could be said of many other players and of many
other countries.
Certainly we are encouraging—and have
encouraged—the Government of India to share our
desire for the trade round to succeed. I hate to say
this, because we have discussed it so many times, but
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as far as I can see, there is every reason and every
possibility for an agreement on the Doha round, but
that has been true for a minimum of about 18
months, to my knowledge—if not longer.

Q142 Mr Keetch: Specifically on UK-Indian trade,
I would like to discuss a couple of issues that were
raised with us when we were in India. There are a
number of barriers, I suppose, to traditional UK
trade that were made known to us—for example, in
the legal and banking sectors. Has there been any
progress in persuading India to remove those
barriers to UK investment? I ask because, in the
past, UK plc has done extremely well in those
sectors, and yet—because of those barriers—we do
not appear to be doing as well as we perhaps could
in India.
Margaret Beckett: Yes—as it happens, your
question is extremely well timed. Limits on
permitted foreign direct investment in insurance
companies are being lifted. That was one of the
things agreed during the discussions between the
Chancellor and Finance Minister Chidambaram.
When I was in India, they were shortly thereafter
expecting the lord mayor of London to visit and the
City of London is opening a liaison oYce in
Mumbai. So there are a number of indications that
some of the many players in the Indian economy
have seen potential barriers. There is a recognition
that this might be a problem and a willingness to try
to work together to resolve some of those issues.

Q143 Mr Keetch: That is certainly very good news
on the investment side. On the other side, on
infrastructure, we saw again at first hand the great
need in India for new airports and new roads—for
huge amounts of infrastructure. You have seen that
yourself. What are the Government doing to help
the big British construction companies? We have
some of the best construction companies in the
world and they should, again, be doing more in
India. It appears we have succeeded on the banking
and legal side. Can we now put a bit more eVort into
construction?
Margaret Beckett: As you know, our embassies and
high commissions are charged with doing everything
that they can to help British players and they do so.
My only slight hesitation is that, while we continue
to be willing to do what we can to help, my
impression is that the UK construction industry has
got a lot on its plate as it is and may not have as much
capacity as it would have at other times to be
involved in countries such as India.
Antony Stokes: May I briefly add to that and also
pick up on the Chairman’s question. One of the
initiatives that flowed from the series of summits
that began in 2004 was the Joint Economic and
Trade Committee, which most recently met last
week or earlier this week. That has an infrastructure
group that looks for opportunities and initiatives to
stimulate trade and investment on infrastructure.

Q144 Mr Hamilton: May I turn to the issue of
energy and the consumption of energy by growing
nations such as India compared with the rest of the

Western world. How likely do you think it is that
India will commit itself to emissions targets when the
Kyoto agreement expires?
Margaret Beckett: I think we are a long way from
that kind of conversation as yet, by which I mean
that there is a huge amount of discussion going on
about what should happen when the existing Kyoto
protocol expires. There are many who take the view
that, while setting targets is one possibility, a simple
reiteration of the Kyoto process that devises fresh
targets, whoever they are for, is not necessarily the
best way forward. The whole issue of whether Kyoto
is followed up by a second round of target setting is
at present in question and under discussion.
You asked about the role of countries like India.
India is quite a player in the existing system. I think I
am right in saying that most of the UK-funded clean
development mechanism projects are in India. I am
not at all surprised by that. It is quite a while since I
was in India—it was before the Kyoto protocol came
into force and before Russia had ratified it—and the
Indians told me then that they had something like 30
CDM projects in the pipeline and ready to be
approved. That was more than any other country in
the world, so they have been well ahead of the game
on that. Certainly there is very much an expressed
belief in India that they abide by, as we do, the
principle of common diVerentiation of
responsibility. They say, “You, the developed
countries started this problem; you will be the first to
show us you can tackle it; and we will continue to
discuss what happens next”.

Q145 Mr Hamilton: One of the statistics we heard
when we were there was that India, with its
population of over a billion people, still consumes
considerably less energy—if I remember, half the
energy—than the United Kingdom with its 60
million people. Are we not being a little hypocritical?
Of course we want their energy consumption to be as
green as we hope to make ours but, while we
consume that much more energy than they do, it
seems like a little bit of hypocrisy, does it not?
Margaret Beckett: No, because we are not saying to
India or any other developing country, “I am sorry,
we’ve had our growth and development but you
can’t have yours”. That is the opposite of what we
are saying. We are saying that we believe that we
should be part of an international move to help
countries such as India grow in a sustainable way; to
leapfrog ahead and not to have to go through the
development process that we went through, but to
leapfrog into a low carbon economy. That is the
framework of our discussion.
One of the important aspects of all these discussions
about energy security and how it plays together with
climate security is that sadly countries such as
India—not just Bangladesh, which is the example
that everyone starts with—will be the first and the
most severely aVected by the impact of climate
change. It is therefore important to work with
countries such as India on adaptation. Although we
must work on preventing matters from growing
worse, we also have to work on how we deal with the
impact of what is in any event likely to happen.
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There was a time 15 years or so ago when people who
cared about the environment were inclined to say
that it was lovely that all those people who lived in
dire poverty had a wonderful lifestyle, much better
and more noble than ours, and should be happy to
remain in it. I do not think that one would find
anyone saying that anymore.

Q146 Mr Hamilton: So you are not concerned that
energy savings we may make and carbon emissions
we may save are going to be overtaken within
months or years by what is happening in India?
Margaret Beckett: Yes, I am concerned, but that is
a slightly diVerent point, and I was wondering
whether to come to it. Of course, we need to help
such countries to develop, because that is right and
just. They have every right to develop. When we look
at the dire poverty that there is in India and in other
developing countries, who could wish to stand in
their way? But for the sake of all of us, including
them, we need to try and help them to develop in a
way that is low in carbon consumption, because that
is better for them and for all of us.
It is almost conventional wisdom that, despite our
per capita consumption, we produce 2% of the
world’s emissions of carbon dioxide. If we saved all
our carbon emissions, which I fear we are not likely
to find it easy to do, a growing India or China could
wipe that out quickly. That is why this is one of the
most diYcult challenges facing the world
community. It can only be tackled by the whole
world community.
Antony Stokes: May I briefly add that the
Environment Minister, who is in India today,
announced today further bilateral work with India
on impact and adaptation—the issues to which the
Foreign Secretary was referring?
Margaret Beckett: Nick Stern, as you may know,
has a long history of links with India. He has been
monitoring and studying and been friendly with the
same village in India for about 30 years. That is
partly as a means of tracking its development, and
he is going to produce an India-specific report on the
economic impact of climate change.2

Mr Hamilton: We all look forward to that.

Q147 Chairman: We are going to move on to some
questions on the economy in a minute, but before
that can I raise some specific issues? First, we
referred in passing to the Commonwealth, but
although India has the largest population of any
country in the Commonwealth and is one of the
major contributors to it, the Commonwealth did not
feature highly in our discussions when we were in
India recently. Indeed, 12 years ago when the
Committee went to India, we were carrying out an
inquiry on the Commonwealth. We found at that
time that India was not particularly interested in or
focused on the Commonwealth. It was focused more

2 Note by witness: Sir Nick Stern’s visit took forward this
initiative through exploratory talks with various Indian
Ministries. The reaction he got was generally positive and
constructive, and Her Majesty’s Government will shortly
send the Indian Government a proposal for further work.

on its regional organisations or the UN system.
What is your assessment of the part that India plays
in the Commonwealth today?
Margaret Beckett: I think that India plays a very
constructive role in the Commonwealth and is a very
much respected and major participant, not least
because of its sheer size and general influence. I
suspect that the Indian Government might be a little
concerned if you thought that they were not really
interested in the Commonwealth but I certainly
accept that, far more than in the past, they are
nurturing and building links and partnerships within
their region. That is a feature of what is happening
in the region and is true of all players there including,
for example, Australia.

Q148 Chairman: On the regional context that you
referred to, SAARC has established the South Asian
Free Trade Area. I know that it is relatively new, but
are you able to give any assessment of its impact? Do
you feel that it will make a significant contribution
to cross-border trade and regional development?
Margaret Beckett: I am looking for the right piece of
paper. Yes, we have got some information, but I do
not know whether we have any detailed numbers.

Q149 Chairman: Perhaps you could write to us.
Margaret Beckett: That is probably a good idea
because, as you say, it has not been under way for
very long.3

Antony Stokes: Perhaps I could say, on SAARC,
that the next summit will be in Delhi on, I believe, on
3 to 4 April. I imagine that it will examine trade
issues. The free trade agenda envisages a lengthy
time scale, to about 2012 or 2016, for widespread
trade barriers to be lifted. A number of obstacles
have to be overcome before that.

Q150 Chairman: Perhaps you could send us a note
on that before we produce our report. That would be
very helpful.
Margaret Beckett: Okay.

Q151 Mr Illsley: In the evidence that we have
received in the past few weeks, and on our visit to
India, we have had conflicting reports about India’s
labour laws. We examined the rise of the Indian
economy and the several years of high economic
growth and tried to predict whether it was likely to
continue. One matter that we considered was the
barriers to a continued expansion of the Indian
economy and whether it was likely to hit pinch
points that could slow economic growth. One aspect
of that was India’s labour laws.
We learned that if a company has more than 100
staV, there are huge bureaucratic obstacles to
liquidating it if it goes out of business, or allowing it
to go into administration. Are we involved in any
discussions with the Indians on reforming labour
laws? Not that I want anybody to be made
redundant, but we heard stories of companies that
kept going year after year. They had clearly gone out
of business but they could not be liquidated because

3 Ev 75
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of the antiquated labour laws. Have we had any
exchanges with the Indian Government on labour
law reform?
Margaret Beckett: We, like you, have heard those
concerns expressed. My reaction when I became
aware of the situation was exactly the same as yours:
it is self-evident that it must be a constraint and a
potential diYculty, even though one would not wish
to see people easily dumped out of employment,
particularly in a country such as India. We do talk
to the Indians from time to time about such issues,
just as we do about barriers to trade. We encourage
them to consider whether they could justifiably
make reforms that might be economically beneficial
without damaging their social fabric. We are very
conscious of the fact that a Government such as
India’s must take account of a lot of complex and
diYcult issues such as child labour and bonded
labour. They have, as you well know, strengthened
their laws on the employment of children quite
recently—I do not have the date in my head.
Obviously this is an area that we encourage them to
look at, but it is very much an area of great
sensitivity, where they have to be the people who
make the choices.

Q152 Mr Illsley: It seems strange that on the one
hand we saw the example of a charity working in
Mumbai whereby the provision of a couple of
second-hand computers and a few hours’ training
for some young kids in, for example, Microsoft
Word or word processing, enabled those youngsters
to get into the job market at a very low level, then
allowed a progression of labour to higher-skilled
jobs. Yet, such ways of getting people on the first
rung of the labour market seem to be all confusion
and bureaucracy, surrounding the problems with
labour laws.
Margaret Beckett: I am mindful that things like that
can make a huge diVerence. When I was last in India,
I recall meeting a young woman who had benefited
from a similar thing. One of our former mayors,
himself part of the Indian diaspora, has a project
whereby he encourages people to give him their
laptops, PCs and so on, which are not suYciently up
to the market to be used here, but are perfectly
serviceable and useable. He arranges for them to be
shipped back to somewhere that he left in his
childhood, to help the younger generation in exactly
the way that you described.
Chairman: May I bring in John Horam, please, on
the wider economic issues?

Q153 Mr Horam: I want to follow on from the
question asked by my colleague, Eric Illsley, and
your response, which I thought was very interesting
in terms of the traditional problems of India. The
impression that lots of people get of the Indian
economic miracle—growth—is that, yes, it is
diVerent from China’s, which is manufacturing.
India is almost better, because it is IT, services and
so on. They have leapfrogged China and are now
going ahead very strongly.

I got the impression—which I think that my
colleagues may have shared when we went to
India—that the situation was really not as good as
that. While undoubtedly there is huge IT growth in
places like Chennai and Bangalore—30% a year is
the sort of figure quoted—in the rest of the economy
there is really a rather poor picture, as Mr Illsley was
saying. There are all these obstacles to economic
growth, not only in manufacturing, of the kind you
were describing—factory laws and so on—but also
in agriculture, with the distribution system. What
the farmer gets for his produce and what it is finally
sold for are miles apart. Half the produce is lost
getting it to the shops, because of the ineYciencies
and corruption at that level.
Equally, we got the impression that politics was part
of the problem in India. Politicians are holding up
the rather more dynamic business men who are
trying to get ahead. I wonder whether you accept this
rather more fractured view of what India is like and,
secondly, what on earth can Britain, the European
Union or anyone who wishes to help do about it?
Margaret Beckett: First, the Foreign OYce and I
share your view. It is a moot point whether it is better
or worse in China or India, but there is no doubt that
you have at least two sets of people in society. There
are those who are doing very, very well, more than
holding their own, competing very eVectively in the
world market and clearly part of the huge
improvements that we have seen in the economy. On
the other hand, a great mass of people are still in
very, very dire poverty. I was talking to earlier, but
it is something like two-thirds of the Indian
population who are still subsistence farmers—

Q154 Mr Horam: Three hundred million people on
a dollar a day, or something like that—incredible.
Margaret Beckett: Yes, and this has played into
Indian politics. I do not think that there is much
doubt about that. This is part of a huge problem that
the Indian Government and the Indian people have
to overcome.
You ask whether politics is part of the problem.
Most of the business people who have talked to me
about this would say that bureaucracy is part of the
problem. In so far as politicians have not always
managed to find a way to cut through some of the
bureaucracy, they are certainly not part of the
solution. My impression is that there are many
influential players in the Indian political world, who
recognise the diYculties and are striving to
overcome them, but they are of a substantial order.

Q155 Mr Horam: Do you get the impression in the
Foreign OYce that the situation is so bad outside the
IT and service sectors that it could lead to a slowing
down of the Indian economy and that it could be in
real trouble in 10 years’ time?
Margaret Beckett: No, I do not think that we have
come to that conclusion yet. India still has enormous
potential; one of the things that is very diVerent in
India from the position is China is that India has a
young work force, so it has the potential of a
dynamic, growing pool of available labour, which is
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potentially skilled labour. There is so much
development happening in India, but of course the
problem is so enormous.
Quite small things can be done. We talked about the
provision of PCs. Greater access to primary
education, never mind secondary education, is one
of the things that can help transform the position in
India and across the world. I was profoundly
shocked, not so much when I was in India with the
Foreign OYce but during a previous conversation
with people there, to be told that teachers are not
always there at school.

Q156 Mr Horam: No, they are not. They do not
turn up.
Margaret Beckett: Parents and children make such
a great eVort to take the opportunity to learn.

Q157 Mr Horam: And they pay for that education.
Margaret Beckett: I know. It is heartbreaking even
to think about it.

Q158 Mr Horam: None the less, you would expect
that economic growth will continue in India?
Margaret Beckett: We are certainly not forecasting
that it is something that will drag India back.
Antony Stokes: May I add that the manufacturing
sector is now seeing stronger growth. You
mentioned that much of the growth in the past had
come from the service sector, but biotechnology,
textiles, automotive and IT are all growing sectors in
which we are looking for opportunities for bilateral
trade and investment. We are also looking for ways
to work with the Indians to address some of the
bureaucratic and regulation problems, including the
labour market problems that were referred to earlier.
We have helped to fund visits by the TUC and the
Department for Work and Pensions to share
experience of overcoming barriers to economic
growth.
Margaret Beckett: You have just reminded me—I
should have said it to the Committee before—that
India has a huge amount to oVer the rest of the world
in the area of renewables, the production of
electricity from renewable sources. About a year
ago, I went to India from the Department for
Environment, Food and Rural AVairs with a
number of business people. One of them was an
experienced British business player from the utilities
sector, who told me afterwards that he had gone to
India in part because he felt that people such as he
should share their expertise, but had come away
convinced that the Indians could teach him far more
about the use of renewables than he could teach
them. He was looking for the opportunity to learn
from them.

Q159 Mr Hamilton: We are all increasingly aware,
from daily news reports, of the impact on the global
economy of China’s rapid growth. What do you
think has been the impact on the United Kingdom
and the rest of the world of India’s rapid growth,
particularly in comparison to China’s?

Margaret Beckett: I think that everyone is conscious
of the fact that in the service sectors, to which the
Chairman referred, there has been an impact in that
British companies, like others, have outsourced to
India. No doubt that trend may continue. That is
one of the things that lies behind the Chancellor’s
insistence that we have to try to keep the edge in
education and the spread of knowledge. There are
areas that hitherto have been the purview of
countries such as the United Kingdom, but in which
countries such as India are moving fast ahead.

Q160 Mr Hamilton: Do we examine closely and
keep track of the growth of India’s GDP, for
example, and what do you expect its future GDP
growth to be? Is it sustainable that it can carry on at
its present rate?
Margaret Beckett: I think we believe it is
sustainable, not least because of the point I made
about the Indian work force. I have seen it argued
that India could become an economic giant
generating prosperity not only for its own people but
for its region. A particular issue is the young work
force. I have seen it suggested by some people who
have thought about these issues and are monitoring
them that India could supply the work force for
quite a lot of people in the region, because it has the
capacity to do that.

Q161 Mr Hamilton: Do you think, then, that we
need a diVerent response—I think that is what you
are suggesting—to India’s phenomenal growth rate,
compared with that of China?
Margaret Beckett: I do not know whether we need a
diVerent response to it exactly. There is a tendency
for people to say “India and China” or “China and
India”—the new big economies, the growing
economies, the emerging economies, the potential
major players, not just economically but politically,
in the world. There are actually very many
substantial diVerences between India and China, of
which the work force age profile is only one.

Q162 Mr Hamilton: This is my final question. Do
you think that India’s success, compared with
China’s, or the diVerence in its type of economy is
down to the fact that India is a democracy and China
is not, or does that have no bearing?
Margaret Beckett: I think it is too early to come to
that conclusion, but people might come to it in the
future.

Q163 Chairman: Thank you. We shall conclude
now with questions about governance and the
system in India.

Q164 Mr Illsley: Before we do that, an interesting
point to make is that the fact that India is a
democracy is likely to have an impact on the slowing
down of India’s economy as compared with China’s.
When we were over there, one of the things pointed
out to us was that the ability of the Indian
population to protest about the building of new
coal-fired power stations and so on—the new
infrastructure that that surging economy will need—
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will probably slow down the decisions being taken to
build them, whereas in China the decision will be
taken not with any democratic involvement but by a
committee. That is one thing that we were very
conscious of.
My question, which I think is the final question
today, is this. India’s criminal justice system has
been described as crippled, and there are many
recorded cases of corruption in the system in India,
so I would like to ask whether we are doing anything
as a country to advise or assist India in terms of good
governance issues—whether we are doing anything
to try to help improve its crippled criminal justice
system.
Margaret Beckett: There are quite strong links in
many ways, if I recall correctly, between the British
police and the Indian police, and a reasonable degree
of links between our justice systems as well.
Certainly we continue to encourage, to oVer
training, to oVer to share best practice and generally
to encourage partnership working wherever we can,
as a means of improving some of the issues to which
you referred: corruption and so on.

Q165 Mr Purchase: This is an opportunity,
Secretary of State, to say thank you to the consular
section for the consular work over Christmas, when
one of my constituents was arrested—I am sure that
you are aware of that. The work was truly excellent.
I want to ask you two questions. First, given the
scale of the work and, as my colleague has
mentioned, the diYculty in relation to state police in
India, is the consular section powerful enough? Does
it have enough resources to be able to deal with the
job in hand, particularly for British subjects of
course? Secondly, do you have confidence that, as it
stands at the moment, our constituents, who may,
for one reason or another, be arrested in India, will
get a proper trial?
Margaret Beckett: First, I am genuinely extremely
grateful to you, Mr Purchase. Our consular staV do
a great deal of extremely good and valuable work. It
is the usual thing with human exchange—we tend to
hear about it when people are dissatisfied with the
service that they get, rather than the other way
around. I am genuinely very grateful to you for
putting that on the record and I know that our staV
will be as well.
Is our consular service powerful and has it enough
resources? There is always more that one can do.
There is no doubt about that. However, it has been
strengthened substantially in recent years. In fact,
only a few weeks ago, I opened a new consular crisis
centre in the Foreign OYce to try to bring state-of-
the-art techniques and technologies—relatively
speaking—to bear in dealing with any crisis that we
might face. However, having said that there is
always more that one can do, I understand that

about six months ago the National Audit OYce
produced a very favourable report on our consular
service and said, I believe, that it is probably one of
the best in the world. I am sure that there is more that
we can do to improve it, but staV and Ministers in
the Foreign OYce are very proud that it is such a
high priority and that it is achieving even more
success than in the past.
On assurances, we cannot say, hand on heart, that
anywhere in the world people’s constituents would
get what they would view as a proper trial if they
ended up in jail. What we can do is to say that,
whatever the issue, our consular staV will do the best
to help and support them through it. I am sure that
you will all recall the case of the British national who
was held for a long time on death row in Pakistan. I
am not sure whether it came into the public domain,
but one of our consular staV had been visiting him
very regularly—once a week or month—for some
years. That is quite devoted support.

Q166 Ms Stuart: This follows on nicely from what
you just said. In the commission in Islamabad, there
is a wall chart listing British citizens on death row
and detailing what the high commission is doing
about them. I would like to put on the record our
appreciation of the work that the high commission
does on forced marriages. It was quite startling: they
said that it was the work of the high commission
there that changed the Pakistani Government’s
attitude, which resulted in laws being introduced.
All of that was being done very quietly, below the
radar and with minimum fuss.
Margaret Beckett: I agree completely with that.
What the high commission does there in that field,
whether with regard to family disputes over children
or forced marriages, as you said, is admirable. That
might have been one of the things that led the NAO
to say that it is a model for the rest of the world.

Q167 Chairman: May I add my own thanks to
everyone at the Foreign and Commonwealth OYce?
Our visit to India and Pakistan was very successful
as was the one for those who went to Afghanistan. I
think that some of the conditions in which people
work on the subcontinent are not ideal, yet they do a
very good job. As someone with a lot of constituents
who travel back and forth to the region, I know that
in general things work well, although occasionally
there are hiccups with things such as visitor visas.
That is an issue for another day though.
Margaret Beckett: I am grateful to you for putting
that on the record. I am always quite shocked when
I see the statistics: the visa section turns around 96%.
of visas in 24 hours. Of course, it is the people who
do not get them within 24 hours, or at all, who end
up on our doorsteps. That gives us a distorted
picture.
Chairman: Thank you.
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Letter to the Chairman of the Committee from the Secretary of State
for Foreign and Commonwealth AVairs

I promised you a note on the two questions that you and members raised when I attended the oral evidence
session on South Asia on 23 January.

The first of these related to the South Asian Association for Regional Co-operation (SAARC) which was
established in 1985 with the objective of promoting economic growth, social progress and cultural
development in the region. Progress to date has been relatively slow. After 10 years, trading within the
SAARC region accounts for less than 5% of the members’ global trade. Regional co-operation has to some
extent remained hostage to inter-regional tensions. However, SAARC is beginning to show signs of progress
on economic and trade matters. The Indian External AVairs Minister Pranab Mukherjee recently stated that
India wanted the 14th summit of SAARC countries, which will be hosted in New Delhi in April, to give “a
clear signal for improving the connectivity within the subcontinent by ensuring free flow of trade, commerce,
goods, people and ideas”.

SAARC’s main economic forum is the South Asia Free Trade Area. SAFTA was signed by SAARC
members in January 2004 and began implementation in January 2006. The idea behind SAFTA is to reduce
trade barriers in South Asia by 2016. The agreement requires India, Pakistan and Sri Lanka to bring their
tariVs down to 20% in the first two-year phase ending in 2007. In the final five year phase ending 2012, the
20% duty is to be reduced to zero in a series of annual cuts. Nepal, Bhutan, Bangladesh and the Maldives
are to have an additional three years to reach zero tariVs, ending in January 2016.

Despite these ambitious measures the real test of the eVectiveness of SAFTA will be in the “sensitive” lists.
These are lists of goods temporarily exempt from the above tariV reductions. Each country has submitted
long lists of sensitive goods (for example India’s is 744 items, Pakistan’s is 1,200). The SAFTA agreement
states that members will have to agree the sensitive lists, which could involve drawn out negotiations. The
items countries have listed primarily include foodstuVs. Governments, understandably, want to maintain
tariVs on these items in order to protect their domestic agricultural sectors, on which the majority of South
Asia’s population is often dependent.

Further negotiations are likely to continue on other trade issues as well, for instance: Rules of Origin—
specifying the conditions that would have to be met by products to qualify for application of reduced
customs tariVs on export to another SAARC Member State; Mechanism for Compensation of Revenue
Loss for Bangladesh, Bhutan, the Maldives and Nepal in the event of revenue loss resulting from lowering
of customs tariVs in terms of the Agreement; and Technical Assistance.

The next SAARC meeting in April 2007 will be an opportunity to assess progress.

The second question related to the proposed EU-India FTA. The Commission presented Member States
with draft negotiating mandates for various FTAs, including with India, in December 2006. These draft
mandates are now being discussed in the appropriate Council working groups and need to be agreed by
Member States unanimously. The FTA negotiations will commence once all practical preparations have
been made following the Council’s decision to approve the mandate. There has been no delay in the process
to date and consultation between partners is moving at its normal pace.

We very much welcome this initiative. However, I would like to reiterate, as was also recognised at the
EU-India summit on 13 October, our first priority remains the Doha Development Agenda (DDA). We
want to ensure that the EU’s next steps are consistent with maximising the prospects of an ambitious and
pro-development outcome to the negotiations, as well as demonstrating the EU’s continuing commitment
to multilateralism. Nothing we or the EU do should undermine the DDA, and we need to ensure that any
new regional and bilateral free trade agreements are complementary to the multilateral process, and can be
building blocks to future multilateral rounds.

I hope that you found the session useful in the context of the report that you will issue shortly. If I can
be of any further assistance, then please do not hesitate to write to me.

Rt Hon Margaret Beckett MP
Secretary of State for Foreign and Commonwealth AVairs

26 February 2007
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INDIA AND THE PROBLEM OF RELIGIOUS MILITANCY IN PAKISTAN OR
“THE ROAD TO DELHI PASSES THROUGH ISLAMABAD”

Introduction

1. The global significance of India, like that of China, will expand enormously during the next ten years.
The pace of this expansion, and its various trajectories, will be shaped by numerous considerations, only
one of which will be discussed in the pages that follow. This consideration involves the relationship between
India and Pakistan. How will developments in Pakistan aVect developments in India? How might
developments in Pakistan threaten to derail or retard developments in India?

2. The relationship between India and Pakistan is complex, encompassing a shared colonial history, a
bitter separation along ostensibly religious lines, a cold-war pattern of ideological divergence, and an
evolving nuclear “balance”. In this paper, I will limit my comments to persistent concerns about religious
extremism and militancy in Pakistan, drawing special attention to the ways in which these concerns have
aVected India—for example, in the form of violent attacks within India itself—and the implications of this
violence for India (and Pakistan) during the next five to 10 years: strategically, politically, and so on.

3. How should we understand and engage current debates regarding the nature of religious extremism
and militancy in Pakistan? Who is actively involved? Who is not actively involved but consistently
supportive? And, perhaps more importantly, how are various eVorts to respond to existing patterns of
extremism and militancy framed in terms of specific policy options? Is a return to democracy in Pakistan,
for example, likely to produce an environment that is less “congenial” for religious extremism and/or
militancy? And, finally, what can the UK do to promote peace in Pakistan and, by extension, in India?

4. Given the complexity of these issues, my comments will not attempt to address “the root causes” of
extremism. Instead, a careful review of several closely related issues has led me to focus on a set of events
unfolding, during the last three years, in the Federally Administered Tribal Areas (FATA) located along
the border between Pakistan and Afghanistan—and, more specifically, events unfolding in Waziristan
(2003–06). In fact, my discussion will address broad regional trends. But it will use an account of recent
events in Waziristan as a touchstone to make these trends easier to understand.

5. In September 2006, General Pervez Musharraf signed a negotiated settlement—a “truce” of sorts—
with local leaders in Waziristan. This agreement noted that the Pakistan Army would not persist in its
assault on local communities in Waziristan if local leaders promised to prevent Taliban and al-Qaeda
aYliates from crossing the border between Waziristan and Afghanistan to battle American, NATO, and
coalition forces inside Afghanistan. (Unfortunately, this agreement was said to lie in tatters after American
intelligence oYcials compelled Pakistan to bomb a madrasa inside FATA, at a place known as Bajaur,
killing 82. This in turn led local members of the Taliban to retaliate with a suicide mission targeting the
Pakistan Army, at Dargai, killing 42. As one man said, following the attack on the madrasa, “Everyone
hates America now, and they hate Musharraf for giving in to American pressure.” “We’re all becoming al-
Qaeda now,” he added, “even me” (11 November 2006) (The Washington Post, p A01).)

6. The question that I will address, in the context of this paper, is: How should we regard the agreement
that was signed in September in the context of wider eVorts to address the problem of religious extremism,
militancy, and terrorism—not only in Pakistan, but throughout South Asia? Should we treat this agreement
as a model for future negotiations with local groups or a worrisome precedent—in eVect, a frightening
example of appeasement? And, even beyond these questions, moving away from the agreement itself to a
series of questions regarding its long-term sustainability, is there any reason to believe that a democratically
elected regime in Pakistan would pursue a diVerent strategy vis-à-vis local militants?



3589272004 Page Type [O] 25-04-07 01:08:02 Pag Table: COENEW PPSysB Unit: PAG2

Foreign Affairs Committee: Evidence Ev 77

Defining the Problem: Militancy in Pakistan

7. Drawing special attention to the problem of religious extremism, border insecurity, and violence,
Foreign Policy magazine recently placed Pakistan on a list of the world’s top 10 “failed states,” locating
Pakistan (No 9) one step ahead of Afghanistan (No 10) (May/June 2006). A special report on Pakistan
prepared by The Economist (July 2006) was also deeply pessimistic, notwithstanding Pakistan’s robust state
of economic growth—on average, roughly 7% per year during the last five years.

8. The implication, of course, lay in pointing out that, for those with an interest in addressing the problem
of extremism, insecurity, violence, and terrorism, economic growth is not enough. Indeed, Peter Bergen and
Swati Pandey noted in The Washington Quarterly (Spring 2006) that 79% of the world’s leading terrorists
did not emerge from impoverished families who sent their children to study in dilapidated rural madrasas.
On the contrary, most of them have emerged from middle-class families and modern urban universities.
Economic development, they noted, does not compete with religion; in many cases, they simply work
together. Indeed, recent concerns about religious extremism and militancy in Pakistan’s Northwest Frontier
Province (NWFP) have produced a 400% increase in development expenditures in and around Waziristan
(US$67 million in January 2004). But, as Pamela Constable reported in The Washington Post, this increase
has had almost no eVect in terms of altering, or moderating, local religious views. “Once an isolate
backwater, . . . Bannu [bordering Waziristan] now teems with signs of construction,” she noted, “including
a new hospital, new schools, and cellphone shops.” But, at the same time, “the area has become increasingly
conservative in its religious views and that dozens of new Islamic academies, or madrasas, have opened” (28
September 2006, p A01).

9. As Ashutosh Varshney (University of Michigan) explains in his assessment of the potential for state
failure in Pakistan, however, the role of religion (including religious extremism) within “society at large” is
less important than the role of religious extremism within the state itself. “Compared to the 1960s,” he
writes, “the big diVerence now is that the rise of Islamism within the state and the army is unmistakable, as
the state has developed considerable incapacity to monitor [the] anti-state activities of state oYcials as well
as citizen groups so long as these activities are couched in Islamic language” (“Lasting Injuries, Recuperative
Possibilities: The Life Cycle of an InsuYcient National Imagination” in Reconsidering Salman Rushdie,
Daniel Herwitz and Ashutosh Varshney, eds. University of Michigan Press, forthcoming, p 6).

In fact, Varshney suggests that Pakistan has developed a remarkable incapacity to cope with or sift
through the many diVerent faces of “political Islam.”

10. This incapacity—this paralysis or lack of nuance vis-à-vis the terms of political Islam—he argues, is
fundamental to any understanding of political instability in Pakistan and, at least potentially, the possibility
of state failure at some point in the future. In fact for Varshney, the question is: How should we understand
this incapacity to deal with the terms of political Islam in Pakistan? How can Pakistan—and, by extension,
India—avoid, address, or overcome this incapacity? What are the options that policy makers confront?
Which approaches to “political” Islam in Pakistan are likely to accelerate the process of state failure? Which
approaches are more likely to avoid it?

11. In order to answer these questions, it’s important to step away from material, institutional, and
political matters for a moment, allowing some space for rhetorical considerations as well. How should we
address or discuss the terms of “political Islam” in Pakistan?

12. In its Fourth Report of 2005–06, entitled “Foreign Policy Aspects of the War Against Terrorism”
(July 2006), the Foreign AVairs Committee noted that “much greater eVort needs to be made to
communicate eVectively with the . . . Islamic world in order to bridge the gulf of mistrust that feeds into
international terrorism”. The UK and its allies, including the US and India, in other words, need to hone
their ability to make themselves understood, drawing useful distinctions within the landscape of “political
Islam” in order to avoid painting with vague or broadly underspecified strokes—strokes that some are quick
to redefine, not as strokes against “terrorism,” but rather, as strokes “against Islam.”

13. The case of Waziristan is illuminating, I believe, insofar as it draws this rather sensitive rhetorical
landscape—the rhetorical landscape of political Islam in Pakistan—into sharp relief.

The Rhetoric of Political Islam

14. In Waziristan, the “adversary” is defined in two ways. In the first instance, broad strokes are used to
describe a general climate of religious extremism, including (a) local members of the Taliban, (b) foreign al-
Qaeda fugitives (some of whom settled in Waziristan shortly after the Soviets withdrew from Afghanistan
in 1989), (c) non-militant enthusiasts associated with the “revivalist” Tablighi Jama’at, as well as (d) political
activists connected to mainstream political parties like the Jama’at-e-Islami or the Jamiat-ul-Ulema-e-Islam
(JUI-F and JUI-S)—all members of the ruling Muttahida Majlis-e-Amal (MMA) coalition in Peshawar.
Here, the “adversary” is described in terms of all of those forces that are believed to contribute to a creeping
climate of “Talibanisation,” not only in Waziristan but also in other parts of FATA, and, eventually,
throughout the Northwest Frontier Province (NWFP) and Pakistan as a whole.

15. According to this perspective—this “broad strokes” perspective—an eVective response to religious
extremism, militancy, and “terrorism” is one that seeks to address the forces of political Islam as a whole.
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16. The second approach is more discriminating. Here, the “adversary” is defined much less broadly, with
important distinctions being drawn between, for instance, (a) local Taliban sympathisers and (b) foreign
al-Qaeda “miscreants.” The latter are regarded as a serious global threat. The former, a rather parochial
(political) force.

17. Once upon a time, these distinctions made a great deal of sense. (In 2001, for instance, it was easy to
diVerentiate the larger political goals—in eVect, the global political goals—of al-Qaeda, on the one hand,
from those of the Taliban, on the other.) Since 2001, however, the universalizing rhetoric of America’s “war
on terror” has blurred many of these distinctions, drawing otherwise quite diVerent groups, with very
diVerent goals, into a common struggle against the United States.

18. In 2002, for example, reports explained that, despite massive support within FATA and the NWFP,
local members of the Tablighi Jama’at consistently maintained a safe distance from the Taliban (Mumtaz
Ahmed, “The Militant Movement in Pakistan,” Pakistan’s Future and US Policy Options, Washington:
CSIS, 1 May 2002). By 2006, however, the relationship between the Tablighi Jama’at and the Taliban had
grown much closer. In fact, when the Jama’at scheduled a large gathering (ijtema) at Miranshah, in North
Waziristan, the Taliban declared a unilateral ceasefire in its battle with the Pakistan Army to accommodate
them—a ceasefire the Army respected.

19. One could of course argue that this recent pattern of coalescence justifies the “broad strokes”
approach mentioned above. But a more nuanced historical assessment would suggest that this pattern of
coalescence is simply a consequence of the universalising rhetoric associated with precisely this type of broad
strokes approach. In other words, the broad strokes rhetoric underpinning America’s “war on terror”
simply created an environment in which important ideological diVerences—for example, diVerences
between the Tablighi Jama’at, the Taliban, and al-Qaeda—could be papered over to create an equally
“unified” response.

20. Within Pakistan, secular forces tend to adopt this “broad strokes” approach, noting that every
expression of political Islam constitutes a broad political threat and, at least potentially, a specific terrorist
threat. But the government of General Pervez Musharraf has not adopted this view. In fact, the government
of Pervez Musharraf routinely opens itself up to accusations of duplicity when it attempts to distinguish
its commitment to addressing the threat associated with al-Qaeda from its persistent reluctance to oppose
the Taliban.

21. The Inter-Services Intelligence Agency (ISI), in particular, has been accused of playing a double
game—assisting with the pursuit of al-Qaeda operatives in various Pakistani cities while, at the same time,
supporting (or at least failing to oppose) the Taliban resistance in Afghanistan—including cross-border
infiltrations—in order to maintain a certain amount of influence over “domestic” Afghan aVairs. In fact,
from the perspective of General Pervez Musharraf, these distinctions make a great deal of sense: one side
devoted to addressing the scourge of “international” terrorism; the other devoted to preserving a sense of
“strategic depth” in the context of “regional” political aVairs.

22. Both perspectives—the “broad strokes” perspective and the “subtle distinctions” perspective—are
understandable. Both make sense in their own rhetorical context. But, as a rhetorical matter, the most
important factor (indeed the deciding factor) is often a local factor, and in this context—how do those on
the ground respond to these competing rhetorical frames—the “broad strokes” argument appears to face a
clear disadvantage.

23. In fact, the people of Waziristan do not paint with broad strokes. They are quick to express their
frustration with the Taliban, but they support the Taliban nevertheless. And they support the Taliban
precisely because the universalizing “broad strokes” rhetoric of America’s “war on terror” appears to create
a situation in which the Taliban are believed to stand for Islam against the secular (read: Islamophobic) US.
Musharraf’s policy, in other words, often regarded as a duplicitous policy, was initially greeted with some
enthusiasm in Waziristan, precisely because it sought to distinguish the foreign (al-Qaeda) from the local
(Taliban) without rejecting—in fact, explicitly supporting—the specific terms of Islam.

24. Initially, when Musharraf sent his forces into Waziristan (late 2003/early 2004) to smoke out “foreign
al-Qaeda miscreants,” his eVorts were strongly supported among secular leaders in Pakistan. (Even the
MMA, in Peshawar, devoted to its status as an elected regime with unprecedented access to the resources
of the modern state, failed to articulate strong objections.) But, not unlike the US in Afghanistan and Iraq,
Musharraf soon allowed his military commanders on the ground to paint with broad strokes. And, before
long, his incursion into Waziristan was reinterpreted as “an assault on Islam at the behest of the United
States.” This, in turn, set the stage for his failure—first, in the court of public opinion (throughout Pakistan)
and, second, on the battlefield itself.

25. Too often, we see a policy of engagement with Islamist groups like the Taliban, Hamas, or Hezbollah,
as an either/or proposition. We either support them or oppose them. And of course, typically, we oppose
them. But the case of Waziristan illuminates the pitfalls of such an underspecified approach. In fact, given
the nature of public opinion in Waziristan—and, more specifically, the role of religious rhetoric within that
opinion—the broad strokes approach may be less eVective than one which appreciates, and attempts to
engage, various distinctions. Indeed, the comments of Canadian Defence Minister Gordon O’Connor, later
echoed by US Senator Bill Frist (R-TN), deserve some attention. “We cannot defeat the Taliban militarily,”
noted O’Connor. They simply enjoy “too much popular support,” Frist added.
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Insofar as this is the case, however (and the military misadventures in Waziristan, Afghanistan, and Iraq
suggest that it is), it may be useful to consider an approach that begins to see a political future for the
Taliban—one in which public opinion, the concerns of Pervez Musharraf, and the terms of “political Islam”
as a legitimate rhetorical framework each play some part.

26. Indeed, the challenge in Waziristan, just as much as anywhere else, does not lie in “defeating” the
terms of “political Islam.” No, the challenge lies in developing a rhetorical framework that seeks to foster
a climate of “dialogue.” It is not enough to say that “we refuse to negotiate with terrorists” if the “terrorists”
we reject enjoy overwhelming local support. On the contrary, the challenge lies in opening up new spaces
for a discussion about terrorism . . . within the communities we seek to engage.

The Importance of Dialogue

27. The Waziristan Agreement was, at least initially, welcomed by the Foreign and Commonwealth
OYce (FCO) for at least two reasons, both of which indicate that this agreement could be regarded as a
model for those with an interest in addressing the problem of religious extremism and militancy elsewhere.
First, the agreement recognises that, currently, public sentiment is with the resistance—proceeding, if you
will, “against the United States” and “in favour of Islam.” Indeed, this pattern of resistance is likely to
remain firmly in place until the language of Islam is explicitly taken up as a valuable diplomatic resource by
coalition forces—something Musharraf clearly attempted but the United States, so far, has not. Second,
and in a closely related fashion, The agreement signed by Musharraf recognizes the insurmountable military
challenge associated with a conflict waged against the terms of “political Islam” (broadly defined).

28. Insofar as this is the case, however, the question arises: Is it possible (or advisable) to work within
“the public” in Pakistan to address the scourge of extremism in that country? Is it possible to harness the
forces of democracy (as opposed to dictatorship) to reduce the risk of religious extremism, militancy, and
terrorism? Is democratic debate, or “dialogue,” the answer?

29. This is an important question, because a careful reading of all that has gone before might suggest that,
even if public sentiment does not lie with al-Qaeda in Pakistan, public sentiment does lie with the Taliban
. . . at least in Waziristan. How, then, could one go on to say that eVorts to promote the terms of democracy
will push against religious extremism? Isn’t it possible that a move in the direction of democracy would have
exactly the opposite eVect?

30. The answer, as I will explain (below), is “no; such an eVort would not have the opposite eVect.” In
fact, my reading suggests that eVorts to promote democracy will deter extremism for reasons closely related
to the factors that allowed the homogenising rhetoric associated with America’s “war on terror” to intensify
the rhetoric of extremism in the first place. Briefly stated, democracy does not homogenise local debates;
instead, it invigorates and elaborates them—pushing extremists out of the political mainstream and into the
political margins.

Framing a Solution: Dictatorship or Democracy?

31. Since 1999, when General Pervez Musharraf seized control of Pakistan in a military coup, the
problem of religious extremism has not been reduced. On the contrary, it has increased. In fact, shortly after
1999, and then increasingly after 2001, Musharraf created a situation in which domestic support for religious
parties and, in due course, religious forms of political opposition and resistance, was allowed—even
encouraged—to expand. This was accomplished in two ways, ways that I will now proceed to explain.

(Separately, each of these factors must be regarded as politically understandable. But together, I would
argue, their eVect on the problem of religious extremism and militancy has been profoundly
counterproductive.)

32. First, the coup led by General Pervez Musharraf, in 1999, was followed, almost immediately, by an
assault on the political “mainstream”. In particular, the leaders of the two largest political parties—the
Pakistan People’s Party (PPP), led by Benazir Bhutto, and the Pakistan Muslim League (PML-N), led by
Nawaz Sharif—were sent into exile. In addition, new electoral laws were introduced to limit the influence
of the political “old guard”. These laws required candidates standing for elected oYce in the national and
provincial assemblies to show evidence of an undergraduate university degree. (Ostensibly, Musharraf
expected these laws to usher in a new generation of educated political elites. But, in a concession to the
religious right, he also made an exception for those who studied in local madrasas, noting that madrasa
sanads would be regarded as the “eligibility equivalent” of a standard university degree.)

33. In an eVort to ensure that this push to marginalise the political “old guard” was complete, Musharraf
also proceeded to tamper with the electoral process itself, seeking support for his own pet party—a party
of PPP and (especially) PML-N defectors known as the PML-Q (Qaid-e-Azam).

34. Again, it is important to keep in mind that these eVorts were not, as a general rule, unpopular. On
the contrary, the international community rallied to support Musharraf in his attempt to introduce a new
generation of educated political elites, calling these eVorts “a step in the direction of modernity, political
development, and progress.” The negative repercussions of this push for political “progress,” however, were
never very diYcult to ascertain. In fact, Musharraf simply created an environment in which most of the
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political landscape—indeed, not one but both of the dominant political parties—came together in a pattern
of persistent opposition to Musharraf. And of course, even apart from this pattern of secular opposition,
Musharraf created a situation in which the more explicitly religious elements of the domestic political
spectrum were significantly expanded and emboldened.

35. Then, in 2001, Musharraf joined the United States as an ally in America’s “war on terror” (a war on
“terror” that was quickly reinterpreted, owing to the universalising rhetoric mentioned above, as a war
“against Islam”). This move was, again, quite understandable, given the military stakes involved. But, even
more than Musharraf’s marginalization of the political mainstream, this move brought the Pakistani public
over to a pattern of enthusiastic support for the opposition. In fact, as the “war on terror” was diverted from
Afghanistan to Iraq, the shape of this opposition was transformed from a relatively generic pattern of
political opposition to one in which local expressions of political opposition were articulated in a specifically
religious form.

36. Already after 1999, and largely as a result of the political “reforms” introduced by General Pervez
Musharraf, religious elites had begun to enjoy an unprecedented level of “mainstream” political support in
Pakistan. But, after 2001, their stock began to soar.

37. If, in the move away from dictatorship towards democracy, Musharraf were removed from the scene,
both of these factors—both of these support structures favouring a unified expression of religious and
political resistance—would be dramatically transformed. In fact, the primary consequence of such a move
would lie in a general fragmentation of religious and political opinion in Pakistan. Indeed, for those with
an interest in the implications of a shift in the direction of democracy for the future of religious extremism
and militancy, the question is: How would this process of political withdrawal, on the part of General
Musharraf, alter the shape of religious and political opinion? How would the ensuing process of political
fragmentation alter the shape of religious and political opposition?

38. The answer to this question has two (closely related) parts, one concerning the politics of local parties
and one concerning the politics of the public at large.

39. First, it is important to note that, in the wake of Musharraf’s departure, existing levels of support for
religious alliances like the Muttahida Majlis-e-Amal (MMA) would decline precipitously. In fact, as other
parties are released from the constraints that excluded them under General Pervez Musharraf, political
opinion would shift to welcome them. In Islamabad, for instance, the ruling PML-Q would lose its chief
patron. And, as it crumbles under the weight of its own internal factions, it will be replaced by returning
members of the PPP and the PML-N.

40. In the provinces, a similar shift will occur. In Lahore, for instance, the PML-Q will be replaced, via
numerous internal defections, by the PPP and (especially) the PML-N. In Karachi, the PML-Q will give
way to an assembly ruled by its current coalition partner, the Muttahida Qaumi Movement (MQM) and
the MQM’s traditional nemesis, the PPP. (In all likelihood, this will leave the MQM with suYcient resources
to out-patronize its leading competitor for the support of local traders—a coalition of religious parties led
by the non-sectarian Jama’at-e-Islami and its Barelwi Sunni counterpart, the Sunni Tehreek). In the NWFP,
the ruling MMA coalition will be crushed under the weight of bitter internal rivalries involving the Jama’at-
e-Islami (JI), the Jamiat-ul-Ulema-e-Islam (JUI-F), and their chief internal critic, the JUI-S.

In other words, the PML-Q will fall, and its religious allies, representing various groups within the MMA,
will fall right along with it. Needless to say, for those with an interest in resisting the rise of religious
opposition in Pakistan, this pattern of fragmentation will amount to a very good thing.

41. At the same time, even apart from these larger political trends unfolding at the level of coalition
politics and provincial governments, the existing religious-cum-political landscape within the public at large
will lose its coherence—a coherence currently manifested in regular expressions of anti-Americanism;
indeed, a coherence that owes its very existence to Musharraf’s role as a key ally in the context of America’s
universalizing “war on terror” (read: America’s “war against Islam”).

42. This pattern of fragmentation—this religious “unravelling,” if you will, at the level of ordinary
religious sentiments—does not amount to a good thing. On the contrary, this pattern of fragmentation is
deeply worrisome for at least two reasons.

43. First, it is important to note that, even if this process of religious unraveling releases the political
mainstream from its current bond with religious extremists and—or militants, this process will not remove,
or eliminate, extremism.

On the contrary, recent evidence suggests that many of the jihadi organisations once supported by
Musharraf—organisations now increasingly neglected in the context of a wider strategic shift away from
clandestine activities in Kashmir towards clandestine activities in Afghanistan (for example, organisations
like Jaish-e-Mohammad, now known as Jama’at or Tanzeem-ul-Furqan, and Lashkar-e-Taiba, now known
as Jama’at-ud-Dawa)—recent evidence suggests that many of these organisations are likely to become even
more aggressive as they begin to feel themselves crowded out or threatened with strategic (and financial)
abandonment.
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In fact, in their struggle to survive, recent assessments suggest that organisations like Jaish-e-Mohammad
and Lashkar-e-Taiba—both implicated in the December 2001 attack on India’s Parliament—have
attempted to enhance their ties with international “Salafi” networks like al-Qaeda.

44. Second, and, perhaps, even more importantly, it is critical to note that, as this process of religious
unravelling proceeds, it will, at least initially, appear to dilute Pakistan’s commitment to the prosecution of
America’s global war on “terror”. This is particularly true if local extremists become even more aggressive
as this process of unravelling unfolds—see paragraph 43 (above).

45. In any event, the consequences of this shift away from dictatorship towards democracy will be
decidedly mixed, raising a number of questions about the extent to which this shift in the direction of
democracy amounts to “a good thing” . . . on the whole.

But in my view, these questions are extremely short-sighted. Dictatorship is no longer an option in
Pakistan. Democracy is the only way to go.

(Please note: This is a surprising conclusion for a scholar like myself, who has written extensively about
the challenges associated with democratic governance in Pakistan. Indeed, this conclusion should not be
read as an indication of my support for democratic politics as a political panacea. No, this conclusion should
be read as an indication of the extent to which the available evidence has led me to believe that dictatorship,
in Pakistan, has become profoundly counterproductive in the context of ongoing eVorts to address the
scourge of religious extremism and militancy.)

46. Like George Bush, General Pervez Musharraf has become a lightning rod for opposition, and, today,
his role as a leader in the fight against extremism appears to lie “beyond repair”. Even the Taliban—an
important client—has recently decided to focus its crosshairs on Musharraf (November 2006), leaving
Musharraf with almost nothing to oVer any the religious or political organizations based in Pakistan apart
from scattered favours for his own (deeply fragmented) PML-Q. In fact, it is extremely diYcult to imagine
a situation in which Musharraf might succeed in promoting a more robust and successful military eVort—
for example, in FATA—while, at the same time, opening up the political environment in an eVort to
cultivate new forms of domestic political support. Nothing in the recent history of the current regime
suggests that either one of these two options is even conceivable, let alone achievable. Democracy is the only
way forward.

47. To be sure, democratic politics in Pakistan are fraught with uncertainties and anxieties, anxieties that
could be mitigated if two closely related eVorts are allowed to proceed in tandem. First and foremost, it is
necessary to promote the sort of rhetorical transformation described above—a transformation that seeks
to move the rhetoric underpinning America’s global war on “terror” away from “broad strokes” toward a
more nuanced assessment of contemporary political Islam. Indeed, the first challenge lies in deconstructing
the symbiotic relationship between universalising and, it must be said, often “racist” anti-terrorism rhetoric,
on the one hand, and the emergence of unusually coherent forms of religious-cum-political opposition, on
the other. Second, the political landscape must be transformed as well, opening up new spaces for local
expressions of resistance, disagreement, and debate.

48. These two eVorts—one rhetorical and one more explicitly political—proceeding in tandem, will not
amount to a move away from the terms of political Islam. No, they merely seek to promote a situation in
which the terms of political Islam are embedded within a larger field of domestic political reform. (Indeed,
the goal lies in creating an environment that might allow one to identify the work of religious extremists for
what it is, namely, the work of religious extremists. No longer “devoted sons” proceeding valiantly on behalf
of the public at large to “defend the faith against the forces of unbelief,” no, these extremists will become
what they are, namely, stand-alone militants peddling various forms of violence for attention on the margins
of diverse and otherwise “faithful” communities.)

49. Of course, many will argue that this two-pronged step in the direction of democracy will merely invite
religious parties like the JI or the JUI-F into power, providing these parties with an opportunity to eliminate
or abandon the very democratic process that brought them into power in the first place. This assessment is
unlikely, however, for several reasons. First, the popularity of these religious parties is closely tied to their
position as a unified religious force arrayed against a universalising (“godless”) enemy. The rhetorical
transformation described above will do much to undermine this existing basis of “support”. Second, their
unity has been greatly enhanced by the authoritarian restrictions imposed by the current government. In
other words, an eVort to open up the political landscape will introduce a process of fragmentation that, I
believe, will make it extremely diYcult for local religious parties to translate their existing unity into a
coherent elected government. (To be sure, this process of fragmentation will not eliminate the threat of
extremism, but it could allay existing concerns about the emergence of an “elected” theocracy.) Finally, this
new rhetorical and political environment will open up new spaces for new religious (and political) ideas—
in eVect, a new generation of ideas regarding what might be called “the negotiated space of a domesticated
political Islam” in Pakistan.
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Conclusion

50. Increasingly, strategies that seek new ways to engage the terms of “political Islam” are framed by an
atmosphere of bitter military experience, not only in Waziristan, but also in Afghanistan and Iraq. They are
also framed by a deeper understanding of religion as a persistent political force, not only in South Asia, but
around the world.

51. Acknowledging that the terms of political Islam are here to stay, however, does not amount to a policy
of political “support” for religious groups like the Taliban. On the contrary, eVorts to engage the terms of
political Islam amount to an approach that seeks to frame the terms of one’s opposition to groups like the
Taliban as something other than a zero-sum (military) game: victory or defeat. In fact, engaging the terms
of political Islam implies an eVort to “engage” at the level of political rhetoric, disagreement, and debate.
As the Fourth Report of the Foreign AVairs Committee (2005–06) pointed out, much more needs to be done
“to communicate eVectively with the . . . Islamic world in order to bridge the gulf of mistrust that feeds into
international terrorism” (3). This advice is certainly well-placed. But in my view, eVorts to act on this advice
will involve two areas of engagement that have, so far, received relatively little attention.

52. Even apart from ongoing eVorts to promote the terms of democracy in Pakistan (above), there is
much that can be done, even within the UK. In fact, there are two areas of engagement that I would like to
discuss, and both speak to the question of “rhetorical transformation” addressed above. The first area of
engagement concerns British media. The second concerns British higher education.

53. Typically, we assume that these two areas will be harnessed to promote a “secular” point of view. This
is unfortunate. In fact, given all that I have said so far, it may be helpful to consider an approach that
proactively seeks to re-capture some of the rhetorical space that has been lost during the last five years
(2001–06)—a proactive eVort, for example, via the BBC, to represent Islam as an admirable and illustrious
religious tradition that (a) respects the rights of the individual (over and above those of specific local tribes,
for instance), (b) appreciates the value of diversity (not only among diVerent religious and sectarian groups
but also among the individuals located within each group), (c) supports the exchange of diVerent, even
competing, views (including diVerent or competing views about Islam), and (d) protects and promotes the
underlying spirit of modern human rights.

54. During the last five years, America’s war on “terror” has come to be perceived as a war “against
Islam”. EVorts to reverse existing trends must continue to challenge this view head-on.

55. Fortunately, British broadcasters and British institutions of higher education are in an excellent
position to embrace this challenge, moving away from an approach that positions the terms of democracy
against Islam in favour of an approach that seeks to locate the terms of democracy even within the specific
terms, and traditions, of Islam. To illustrate how this might be achieved, consider the following proposals:

British Media

(a) Special programming highlighting specific themes within Islamic history and practice, for example:
(a) zakat as a form of private welfare provision (both in theory and in practice), (b) the veil as an
expression of modesty combined with an assessment of the question of modesty more generally
(both in theory and, given countervailing patterns of ostentation throughout the Muslim world,
also in practice), (c) variations on the theme of salat/namaz/prayer, (d) an Islamic history of
mathematics, (e) a programme devoted to expressions of “hospitality” in the Middle East, North
Africa, Central Asia, and so on, and (f) a series devoted to Ramadan, focusing on the Qur’an, the
fast (roza), and Eid.

(b) Special programming designed to bring diVerent sectarian perspectives into dialogue, not in an
eVort to force agreement or promote “synthesis” (for example, as an expression of the one “true”
Islam), but rather to cultivate an appreciation for discussion, disagreement, and debate.

British Media and British Higher Education: Joint Initiatives

(a) The English-language literature regarding Islam and the Muslim world is enormous. Some eVort
could be made to sponsor the translation of certain parts of this literature into local languages:
Arabic, Urdu, Farsi, Bengali, Bhasa Indonesian, and so on.

(b) This eVort could be combined with eVorts to bring the authors of this academic work, as well as
their translators, before the public—for example, in the context of radio and television
programmes (BBC World) devoted a discussion of their research.
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British Higher Education

(a) Scholarship funds for British scholars with an interest in Islam and the Muslim world. (Note:
These funds should take the recent ESRC “Religion and Society” initiative as a model. They
should reject the model associated with the initiative entitled “Countering Radicalisation”.)

(b) Scholarship funds for British scholars to support long-term teaching appointments in the Muslim
world (eg one to two years).

(c) Scholarship funds for Muslim women who are not already citizens of the UK to study in UK
institutions. (Note: These funds should target women from non-elite backgrounds. In other words,
they should include provisions to discourage applications from local elites. For example, in
Pakistan, the application form could bar applicants from secondary schools and/or universities
with fees exceeding Rs. 150,000 or 200,000/year.)

(d) Sponsorship funds for conferences on subjects like “Higher Education and the Humanities” to be
convened in places like Kuala Lumpur, Istanbul, or Tripoli, and, perhaps, subjects like “New
Notions of Pluralism” in Lahore, Karachi, Delhi, Calcutta, and Dhaka.

56. Today, we are confronted with two approaches to the question of religious extremism and militancy
in Pakistan, and it pays to understand the dynamics associated with each of them. The first approach,
associated with the universalising rhetoric of America’s “war on terror”, received a great deal of attention
in the first part of this paper. But, as I have tried to point out, there is another (competing) view. This view
is more discriminating—in many cases, attempting to distinguish one layer of religious extremism from the
next. This is an important perspective, particularly insofar as it allows us to ascertain a wider range of policy
options even within the specific terms of contemporary “political Islam”. However, this approach is not
without its drawbacks.

57. These drawbacks begin to emerge whenever this eVort to engage the terms of political Islam, as
opposed to rejecting these terms out of hand, are believed to leave too much room for intolerant religious
groups like the Taliban, the Jamiat-ul-Ulema-e-Islam (Sami-ul-Haq), the Jamiat-ul-Ulema-e-Islam (Fazlur
Rahman), or the Jama’at-e-Islami. Indeed, eVorts to accommodate the language of political Islam are often
believed to represent a pattern of appeasement for intolerance. And of course, eVorts to appease the Taliban,
in particular, strike many policy makers in Iran and India, not to mention the US and the UK, as deeply
problematic.

58. The challenge, if you will, does not involve an eVort to eliminate the terms of political Islam. Nor does
it involve an eVort to endorse them. No, the challenge lies in coming up with new ways to engage the terms
of political Islam . . . critically. EVorts to eliminate the Taliban, for instance, will be interpreted, almost
invariably, as an assault on Islam. EVorts to endorse the Taliban (unconditionally) will betray the cause of
democracy. EVorts to engage them, on the other hand, will create new opportunities for criticism,
disagreement, and debate even within the specific terms of Islam.

59. Pakistan—and, by extension, India and the rest of South Asia—stands at a fork in the road. But the
fork it confronts is a three-pronged fork, and, in this context, much can be done to support the middle path.
There will, of course, be critics on both sides. But these critics are merely poised to push Pakistan in
directions fraught with even greater dangers. Those who seek to eliminate the terms of political Islam (as a
whole) fail to appreciate the military implications of their ideas. Those who seek to endorse the terms of
political Islam (unconditionally) simply fail to appreciate the significance of religious and sectarian
diVerence, the value of religious freedom, and the fundamental importance of religious (and political)
debate.

60. The road to peace and prosperity in India passes through Islamabad, and a return to democratic
politics in Pakistan will do much to ensure that this road does not veer too far in the direction of either
extreme—those outer “forks in the road”. Even beyond this return to democracy, however, there is much
that scholars, the media, and government in the UK can do to promote “the middle path”. In this paper, I
have simply tried to illuminate some of the dynamics associated with each path: outright elimination,
endorsement, and engagement. The best path, I would argue, is “the middle path”.

Dr Matthew Nelson
School of Oriental and African Studies

10 November 2006



3589272005 Page Type [E] 25-04-07 01:08:02 Pag Table: COENEW PPSysB Unit: PAG2

Ev 84 Foreign Affairs Committee: Evidence

Witnesses: Mr Michael GriYn, journalist and author of Reaping the Whirlwind: The Taliban Movement in
Afghanistan, Dr Matthew Nelson, lecturer in the politics of Asia and Africa, School of Oriental and African
Studies (SOAS), and Dr Gareth Price, Head of Asia programme, Chatham House.

Q168 Chairman: To begin this afternoon’s sitting, I
apologise to our witnesses for keeping them waiting
outside for a few minutes, and I welcome them to the
Committee. Will hon. Members and members of the
public switch oV their mobile phones?
As you know, we are carrying out a big inquiry into
South Asia. Members of the Committee were in
India, Pakistan and Afghanistan at the end of
November and have heard evidence from several
people since then. Will the three witnesses please
introduce themselves?
Gareth Price: I run the Asia programme at Chatham
House and focus primarily on South Asia.
Matthew Nelson: I teach at the politics department
of the School of Oriental and African Studies. I
focus primarily on Pakistan.
Michael GriYn: I am a writer and commentator on
aVairs in Afghanistan since the rise of the Taliban.

Q169 Chairman: Thank you. We begin with some
questions about relationships between India and
Pakistan and the dispute over Kashmir. We have
already taken some evidence on this and held some
long discussions. When we met President
Musharraf, this was one of the issues that we
talked about.
Professor Bose, who gave evidence to us a few weeks
ago, suggested that the substantive positions on
what a solution to the Kashmir dispute would look
like are very far apart. Have any proposals on
Kashmir been put forward that might eventually
prove acceptable to both India and Pakistan and to
the people of Kashmir?
Matthew Nelson: There are many proposals floating
around, but I do not think that the magic proposal
is there quite yet. There is not one that India and
Pakistan are jumping to approve right away.
Certainly, some have discussed making the line of
control a permanent border, but that suggestion is
not yet as attractive perhaps to Pakistan as to India.
In the last year or so, General Musharraf has made
a number of proposals that are quite innovative. For
example, he has suggested the possibility of forms of
joint administration and so on. I think that these are
an eVort on the part of Pakistan to open up the
discussion.
However, the discussion is still—certainly from
India’s perspective—bilateral. Pakistan has always
suggested that a multilateral discussion would be
more desirable, but so far the Kashmiris have not
necessarily been included as an equal voice with the
Pakistanis and the Indians. That has happened for a
number of reasons. The first question is who would
the Kashmiri spokesperson be? Looking inside
Kashmir is an important exercise, because there are
a number of diVerent Kashmiri voices. Looking for
a proposal acceptable to all parties would probably
include a discussion with Kashmiris.
Gareth Price: Yes, there are lots of proposals, but the
danger of focusing on proposals is in thinking that
there is a magic solution out there. A large part of the
issue with Kashmir is the process, and there is a
positive process going on. The process might be

slow, but it is there—there is a ceasefire on the line
of control, and confidence-building measures are
happening slowly but surely. The proposals will
come out of that process of building confidence,
however slow. There is no magic solution on which
to focus.

Q170 Chairman: Is the personality of President
Musharraf particularly important to this process?
There is supposed to be an election this year,
although there are questions about when it will be
and so on. Is it possible that a diVerent leadership in
Pakistan would mean that we would go back to
where we were a few years ago in terms of tensions
and no ceasefire?
Gareth Price: Thus far, the confidence-building
measures introduced are slow and, yes, they could all
be reversed. Do not have the idea that we are on a
steady path to peace—it is far from unfeasible that
the situation on Kashmir could deteriorate.
Having said that, your question was on Musharraf.
People in India said the same thing about Vajpayee.
They said that Vajpayee of the BJP was leading the
peace process in India—like Nixon going to China—
and that maybe the BJP was the pre-eminent party
to resolve the Kashmir dispute. Now, Manmohan
Singh has come to power, but the process has
continued in a similar vein. Both sides are pretty
much committed to peace, but that is not to say that
a set of instances, such as the bombings in Mumbai,
could not lead to a temporary reversal of the process.

Q171 Chairman: Are there any back channels
operating at the moment?
Matthew Nelson: Again, my sense is that there might
be back channels involving either interlocutors in
Washington, or in various other places, but they
might produce an agreement that is diYcult to make
public and bring forward. Certainly, when it comes
to Musharraf’s role in the process, my sense is that
he is quite influential, but he is not the only possible
spokesperson from Pakistan. I think that even a
civilian regime in Pakistan could have many exciting
things to say about Kashmir. Musharraf’s
relationship with civilian voices should be constantly
watched and looked for.

Q172 Chairman: Is it possible that an agreement
could be reached over part of the dispute, such as the
Siachen glacier, before a total agreement over
other areas?
Matthew Nelson: My personal feeling is that the
Siachen glacier is not necessarily the linchpin to a
larger agreement. So even if there is a reduction of
hostilities on the glacier, that would not necessarily
lead us on to a slippery slope towards a permanent
solution of the problem, as it were—no pun
intended!

Q173 Mr Moss: To what extent is the army in
Pakistan an obstacle to peace?
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Matthew Nelson: I do not necessarily see the army in
Pakistan as an obstacle to peace. It has clear interests
in Pakistan and in the region generally, one of which
is peace, although not at the cost of the army’s status
in Pakistan. Preserving the army’s regional and
domestic influence is a very important priority for it.
It wants to find ways of moving towards peace
without sacrificing itself—not necessarily preserving
itself in power, but certainly preserving its influence
in some way.
Gareth Price: Part of the logic of that question has
been implied in the past—the military needs an
ongoing dispute with India to justify its own position
in Pakistani society. As Matthew says, I am not
particularly convinced by that. Certainly at the
moment, the military is playing a huge role in
Pakistan—not in Kashmir, but in Baluchistan and
the tribal areas. On the argument that the army
needs the legitimacy of a conflict, at the moment,
with the other disputes in Pakistan, the army is more
supportive of a generic peace process over Kashmir.

Q174 Chairman: What is the UK role in assisting a
solution?
Matthew Nelson: The UK, of course, has a
relationship with the region. I think that a proactive
role in putting forward proposals might not be the
most appropriate approach at this juncture. The UK
can certainly facilitate and encourage dialogue and
the parties to continue the peace process, but
inserting its own proposals might not be desirable.

Q175 Chairman: Is that view shared by both sides,
or more by the Indians than the Pakistanis?
Matthew Nelson: I shall venture a guess: both parties
might feel that proposals that are too clearly defined
coming from the UK might not be helpful.
Certainly, Pakistan would be more interested than
India in UK involvement in multilateral
negotiations. However, the UK might put forward a
proposal that is regarded as too favourable to India,
even in the context of multilateral conversations, at
which point, Pakistan, naturally, would not be as
excited about such proposals, as it might be about
others.

Q176 Mr Purchase: On a slightly tangential point, I
can understand why there would be resentment at
the former colonial power having anything to do
with trying to find a solution to a problem that it had
helped to create. Is there any other country that
could assist in this vexed problem of Kashmir?
Gareth Price: In the past, you would probably have
said no, given India’s contention that this is a
bilateral dispute and its hostility towards
multilateral intervention. That has changed over the
past five to 10 years, as India has grown more self-
confident. One of the biggest things that we have
seen recently is India’s acceptance of the UN
involvement in Nepal. So India is growing more
accommodating towards multilateral intervention.
At the moment, I do not think that that growing
accommodation would extend towards Kashmir,

whether it was intervention by the UN or another
country. That is something that is changing on
India’s side, but we are not quite there yet, I think.

Q177 Ms Stuart: Before I ask you about the
insurgents in Kashmir, following on from the
conversations that you have had with my two
colleagues, to what extent does the expatriate
population living in the UK play a role in opinion
forming for those who are prepared to reach
compromises on the ground back in Kashmir?
Gareth Price: Obviously, a large part of the
Pakistani community in the UK is from Mirpur,
which is part of Kashmir. As often happens with
people who have come from another country, quite
a lot of them are, to some extent, almost more
nationalistic than people within Kashmir.

Q178 Ms Stuart: That is what I am getting at. Does
that have an influence on the ground, or is it just
peripheral?
Gareth Price: At the moment, it is just a fact that
exists. There are links, obviously, in terms of
remittances. Among the Mirpuri community, there
are attempts to redefine themselves as Kashmiri
rather than Pakistani, partly for linguistic reasons,
and that process is going on. There has also been talk
of having an additional option in censuses, between
British Indian, Pakistani and Kashmiri. Obviously
that all relates to the question of Kashmir itself. As
for the connection between those people in the UK
and the people in Kashmir, clearly there are familial
links, but I would not like to comment on the
diVerence that those links make on the ground. At
the moment, I think that it is just a question of
stories happening in an isolated manner.
Matthew Nelson: It is also useful to keep in mind the
relationship between diVerent Kashmiris within the
UK. For example, Kashmiris in the UK—say, those
from Mirpur, or from the valley—may have
diVerent ideas about what the solution could be. So,
even talking about a Kashmiri identity in the UK
becomes complicated and diYcult. Keeping some of
those diVerences in mind is always helpful.

Q179 Ms Stuart: Turning to the insurgents within
Kashmir, some of the evidence that we have heard
suggested that the nature of the insurgency has
changed over the years. What is your assessment of
the number of insurgents who would go for outright
Kashmiri independence?
Matthew Nelson: Certainly, the situation would
diVer again between, say, Azad Kashmir in Pakistan
and Kashmir in India. In Pakistan, one gets the
general sense that calls for outright independence
are relatively few and far between, but that could
simply be because those who would call for outright
independence in Azad Kashmir feel threatened or
concerned about doing so. In that sense, one could
say that there are those interested in the ideal of
independence in both Pakistani Kashmir and Indian
Kashmir, but matters become much more
complicated when questions are posed about what
that might mean. For example, people in Azad
Kashmir who appear to favour independence have
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been asked what they might mean by that. At that
point, the notion of a separate Kashmir raises
questions about, for example, crossing a border
between MuzaVarabad and Islamabad and they will
say, “Oh, I do not mean independence in that sense,
because how would I go to work in Rawalpindi, or
how would I visit my sister in Islamabad? Would I
need a visa for that?” So, in that sense, the
relationship between the ideal of independence, as a
rhetorical and political story, and the practicalities
of a movement for independence and what that
would mean in negotiations in Kashmir are
somewhat diVerent things.

Q180 Ms Stuart: So they are not clear what they
actually want?
Matthew Nelson: There is a variety of diVerent
views, even within Azad Kashmir.
Gareth Price: That is right. People sometimes talk
about the plebiscite, which raises the question of
who votes. Lots of Pandits—the Hindus from
Kashmir—have left; do they vote? It all becomes
very complicated, and it is so far down the line.
Last time I was in Srinagar, what came across was
the phrase, “We want them to leave us alone.” That
referred to the militants as much as anyone else.
There is tiredness of the conflict, which might not
always be reflected by people abiding in the UK or
the militants themselves. Among the general public
in Kashmir, however, there is a hope that it goes
away. The way in which that is expressed will vary.
Does “leave us alone” mean “independence”, or
does it mean “stop the fighting”? It might mean a
wide range of things, but it is hard to find a support
base for the militants.

Q181 Ms Stuart: To what extent are those who
want separatism involved in the peace process? Are
they sidelined?
Matthew Nelson: My sense is that they are largely
sidelined.

Q182 Sandra Osborne: Are you aware of the
jihadist Islamist terrorists in Kashmir having any
links with UK-based extremists?
Matthew Nelson: This lies well beyond my area of
expertise. I think that it is possible to imagine that
among those in Britain who have concerns about
politics in Kashmir and hold a range of diVerent
views about it, there may be some who feel that
militant forms of jihad are the only way to go in
Kashmir. In that sense, the range of opinion among
Muslims in Britain could include some who find that
approach attractive for whatever reason. At that
point, linkages through families, visits and all kinds
of other exchanges could emerge to create militant
links. I do not think, however, that there is a
systematic pattern of politics in Britain that ties in
with a pattern of politics in Kashmir to exacerbate
the link to militancy.
Michael GriYn: May I add something to that? I do
not have anything more expert to say, except that the
kind of terrorist training camps that existed in the
mid-1990s, which might have trained British
Kashmiris who were then inflamed to go either to

Kashmir or, two or three years earlier, to Chechnya
or Bosnia, were all located on the Afghan border. In
the same way that younger Pakistanis ended up in
eastern Afghanistan training for the jihad, the
previous generation might have ended up in
Kashmir.

Q183 Sandra Osborne: In response to some of the
terrorist attacks, the two Prime Ministers have
issued statements and set up a joint control
commission to tackle terrorism. Some of the
statements have been quite controversial. Can you
comment on that situation?
Gareth Price: At first, the proposal was opposed by
some members of the BJP, who were asking why we
were sharing intelligence with the Pakistanis when
we were accusing them of complicity. It is worth
asking about the extent to which that was political
point scoring.
The joint co-operation is one of many confidence-
building measures. It makes sense if India and
Pakistan are to move forward. After the Mumbai
bombs, India accused Pakistan of involvement and
complicity, to which Pakistan said, “Let’s see the
evidence”. That is the sort of process that is
happening. I do not think that it was part of a wider,
deeply thought-through confidence-building
measure; it was a reactive attempt to make
something good come out of the bomb blast, to build
on it and move forward. It was controversial, but I
think that it was a positive step.

Q184 Sandra Osborne: In his evidence to us,
Professor Bose told the Committee that the high
calibre of training and logistics support that had
been available at certain times to their terrorists in
Kashmir would point to the fact that they had had
at certain stages support from the intelligence service
in Pakistan. Do you think that that is the case? That
would be one of the impediments to the Prime
Ministers taking the initiative on a joint basis. Is that
a fair comment?
Gareth Price: That was the allegation last week or
the week before when the firing started over the
border. India’s claim was that there was firing to
distract the army and to allow militants to pass
through. It is very hard to say whether that is still
going on. A recent Human Rights Watch report
claimed that militants were still receiving arms from
some elements within Pakistan, but it is very hard to
assess how deep-seated that is. There has certainly
been a big change from five or 10 years ago, when
links were much stronger.
Michael GriYn: If you look at reporting from the
war in Afghanistan and the role of Pakistan or the
ISI in supporting the Taliban, al-Qaeda or other
insurgent forces in their actions against either allied
NATO or Afghan troops, you will see that there
seems always—and this is done through the rather
obscure intelligence provided by US military
advisers, witnesses and generals on the ground—to
be a situation where, on the one hand, Pakistan is
rooting out and shooting at incursionists and
terrorists in Afghanistan, while another element of
the Pakistani military-industrial base is
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encouraging, financing and training them. These
two policies, rather than cancelling each other out,
appear to run hand in hand, so to a certain extent,
you have a dual foreign policy. Possibly one is above
ground and the other one is underground, but they
then change from being underground and
overground, and they get rather confused at the
same time. So you have the new Defence Secretary
of the United States accusing Pakistan of being
helpful in trebling the number of cross-border
attacks by Taliban against NATO and US forces
since signing a treaty with Waziri Taliban back in
September, but Pakistan is helping. Once you have
found a very useful trick in dealing with your
adventurous foreign policies, I assume that the same
thing will probably happen in terms of the on-oV
active war in Kashmir.
Chairman: Now that we are on to Afghanistan, that
is rather convenient. I bring in John Stanley.

Q185 Sir John Stanley: Mr GriYn, with all your
expertise on the Taliban, do you think that the
Taliban that is confronting us in Helmand province
and the Kandahar area now is basically the same
Taliban, with the same motivation and
determination as the Taliban that took over the
country before we threw them out of government?
Or do you think that they have changed?
Michael GriYn: I think that they have radically
changed since they were defeated in 2001, not just
because they have had to learn a lot of very valuable
lessons about how to survive against the world’s
largest military power, but because a large number
of Soviet jihad-era fighters either have been killed or
have been replaced or retired, and new generations
are coming in with new experiences, and definitely
better sources of training. They have turned into a
much more professional fighting force than they
were at the time that they came to power in 1996, or
at any time since then until their fall from power in
2001. If you read between the lines of British military
reports from Helmand province, or any American
reports from Kunar province on the east, you will
find time and time again that non-commissioned
oYcers upward will talk about the courage, the
accuracy and the good training of the Taliban that
they encounter, as well as their ability to move very
nimbly over the ground, and to have timed, careful
attacks from three or four diVerent directions with
good covering fire. The only thing that seems to
throw them is air support and all that that entails,
particularly fixed-wing bombing.
It strikes me that one of the things that came out of
Helmand province was the notion that if the Taliban
had enough wit to figure out how many British and
allied forces aircraft could be in the air at any one
time—say, five to 10—and if they were to set oV 20
attacks at the same time, they would totally overtax
that. That was already happening in Operation
Medusa: they were taxing British helicopter support
to the limit. This requires a much greater
sophistication of military planning than the Taliban
had before.

Everybody assumed that the original Taliban were a
mixture of mullahs and a few fanatics—although the
Afghans were never that fanatical—and out-of-
work members of the former Soviet-trained army;
people with experience in how to use rockets and
various other pieces of modern technology grafted
on to this Lashkar type of formation. They have
changed a lot since then and, as you will have heard,
have imported a lot of techniques and technology
from the Iraqi experience.

Q186 Sir John Stanley: So you are saying that in
military terms they are considerably more
sophisticated than they were and therefore present a
more severe threat?
Michael GriYn: I think that they are. One of the
things that we have not seen during the baptism of
fire and the baptism of NATO abroad, both of which
have happened in Afghanistan—it is the one thing
that is stimulating the United States not to circulate
out 3,500 troops as intended, but to maintain troop
levels in Afghanistan—is the idea among Taliban
that they were so successful in both Helmand and
Kandahar in the second half of last year, before the
snow cut them oV, that they should think next about
co-ordinating with attacks from eastern mountain
ranges against the United States. Once that starts
happening, and there are two fronts fighting hand in
hand, Afghanistan will begin to look like a totally
diVerent war game.

Q187 Sir John Stanley: Turning to co-operation
between Afghanistan and Pakistan, there seems to
have been material progress since our Committee’s
last visit. The trilateral commission has been in
operation and there have been further developments
beyond that. There is no doubt that there is an
incredibly diYcult physical problem in terms of the
length and topography of the border and the
number of people who cross it. We are told that
some 200,000 people cross the border every day,
30,000 of them at one crossing point alone. It is an
almost impossible situation. The border does not
admit of a physical barrier. It might be possible to do
something with sensors, but that would require vast
investment. Mining is unthinkable and would
anyway be contrary to the anti-personnel land mines
treaty and so on. There is an enormous problem
there.
Do you see in your contacts with the Governments
of Pakistan and Afghanistan more realism on the
part of both Governments and a greater readiness to
recognise that, instead of sitting back and blaming
each other for the security diYculties that both
countries face, they would do much better to start
seriously co-operating at intelligence, military and
political levels?
Matthew Nelson: Yes, the landscape is changing
quite a lot. Pakistan and Afghanistan could find a
great deal to co-operate about, but it is also
important to understand the domestic politics
within each country with respect to the Taliban.
Both Governments have found that Pashtuns are an
important constituency, and among the Pashtuns
one aspect of Pashtun politics involves the Taliban.
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Both in Pakistan and in Afghanistan there has been
pressure to engage at some political level even
moderate Taliban. That type of thinking is evident
in the agreements that have come forward in
Waziristan on the border between the two countries
and in Musa Kala in Afghanistan and so on.
Interestingly, some of the disagreements between
Musharraf and Karzai, with each accusing the other
of failing to tackle the Taliban, grow out of the
pressure that each faces from outside—say from the
UK and the US—to tackle the Taliban, when the
fact of the matter is that both feel political pressures
to find some way to work with aspects of the
Taliban, and when they are accused for doing so,
they then blame the other leader for keeping the
Taliban alive. Some realism here would be helpful.
The Taliban is not representative of Pashtuns, but it
is one part of the Pashtun political landscape. I think
that recognising the politics of the Taliban as
opposed to simply its militancy, and separating the
politics of the Taliban from the politics of al-Qaeda,
can be fruitful in our thinking about the diVerent
configurations.
When, for example, Karzai says, “When I am in
Kandahar I find that I have to talk about and
occasionally with members of the Taliban,” that
should not necessarily be read immediately as
supporting insurgency. That should be read as
politics within Afghanistan. It is helpful to
diVerentiate the military and the political when it
comes to the Taliban.

Q188 Sir John Stanley: Thank you. While we were
in Afghanistan and in Pakistan we had a number of
discussions about the possibility of building on the
tripartite commission, which is military to military,
and whether some form of reasonably structured
dialogue might be created at the political or civil
level. There is a great deal of mutual suspicion in
both countries but it appeared that at the highest
level there was a degree of sympathy and support for
that to happen. I wonder whether you are getting
any feedback in that area from where you sit. We
had a considerable debate as to whether it should be
called a jirga, but we will leave the terminology
aside—a meeting.
Michael GriYn: I have not heard about the idea of a
joint jirga. I realise that it was proposed in
Washington DC and initially came from the two
presidents’ visit over there. It was considered to be
the next step forward, following the de facto decision
by Musharraf to have his own private jirga/peace
agreement/standing down of his own army in
Waziristan to which my colleague referred a little
earlier. I have suggested that, militarily, that did not
have the same impact in Afghanistan as Musharraf
was promising in Washington that it would,
although it has probably reduced the stress on the
Pakistani military, which I believe had as many as
70,000 forces in north and south Waziristan at one
point, so there have not been quite as many attacks
on Pakistan.
Moving on to your more immediate question of a
bilateral jirga with bilateral Pashtun, I had not heard
that that idea had been moved forward at all. This is

again one of those coded words: can we truly have
one without resolving the Durand line issue and
could we possibly have a jirga around that first, since
that tends to underpin?
Matthew Nelson: On the final point of whether a
joint jirga could resolve the Durand line question,
my sense is that a joint jirga would not be the place
to look for a fixed boundary. There are many ways
in which a joint jirga could have interesting things to
say, but that issue might not be the first one on the
agenda.
Michael GriYn: I only mentioned that point because
you started a line of questioning in terms of whether
building a more stable border fence between
Pakistan and Afghanistan was on the agenda, and I
suspected that it could be on the agenda only in a
joint jirga, in which case neither of the Pashtun
delegations will agree either way, so it is oV the
agenda. But whether the jirga concept is oV the
agenda as a result, I could not possibly say.
Matthew Nelson: I do not think that the jirga
concept is oV the agenda yet. A number of groups
are suggesting this type of forum, both within local
party politics in Pakistan—say the Awami National
party looking to traditional forms of negotiation in
a jirga—and in Afghanistan resurrecting the idea of
the jirga. The concept is alive.

Q189 Mr Horam: Let us return to the Taliban and
their strength. Mr GriYn, you were talking about
military strength and you, Dr Nelson, were talking
about the political aspects of it. Dr Nelson, you were
almost saying that, if the Taliban cannot be defeated
militarily, they would have to be accommodated in
some way on both sides of the border. How do you
see that unfolding, if it does unfold?
Matthew Nelson: Instead of focusing on the Taliban
as a religious movement, I focus on Pashtuns as a
political factor. The initial dispensation of the
Government in Kabul after 2001 and so on was not
necessarily regarded as favourable for Pashtuns.
Some of the concern about that Government fuelled
initial concern among the Pashtun majority in
southern Afghanistan and some political
resentments grew from that. My focus is not so much
on the Taliban as on Pashtuns and their quite
diVerent objectives in Afghanistan compared with
some of the other groups.

Q190 Mr Horam: How can you deal with the
concerns of the Pashtuns in a way that contributes
towards a more stable situation in Afghanistan?
Matthew Nelson: Rather than put forward a
solution about exactly how the Pashtun voice will be
heard, some of the concerns that Gareth raised
earlier about the importance of process are
important. The tripartite agenda or suggestion that
has come up at the meeting might be one way,
making sure that Pashtuns are acknowledged in that
process. Making sure that there are regular meetings
between diVerent types of Pashtun leaders—Taliban
and otherwise—in Kabul, Islamabad and Peshawar
could be very useful.
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Q191 Mr Horam: Mr GriYn, you were talking
about the military strength of the Taliban. What you
said was rather frightening in a way because you put
forward the idea that two fronts might develop from
the east and so on. What are the implications of that
for the British and American eVort there? Will the
situation get worse?
Michael GriYn: It all tends towards the notion that it
is going to get worse before it gets better. Not a single
cited senior oYcer in either NATO or the United
States forces has suggested any other diVerence. The
incoming Defence Secretary in the United States has
said the same thing, hence the boosting of forces. In
January or February, Britain will take possession of
some up-armoured personnel carriers, which should
improve the security of British forces on the ground
in Helmand province, and it will take over joint
command of all NATO forces in January, which
gives it an opportunity to co-ordinate its operations
in the east and south in a better way. The United
States has also given it control over a 3,500 rapid
deployment force to be used wherever it wants,
whether in Helmand, Kunar or Khost, which could
change the shape of the conflict.
One of the areas that is always interesting in
Afghanistan and other countries—in the terror
network, if you like—is where the money comes
from. An awful lot of money is going into the
Taliban campaign, whether in the form of new
training or new recruitment. You might have read
The New York Times journalist in Kabul who gets to
interview Taliban from time to time, because they
have become quite outspoken and good
manipulators of the media and video. That is
unusual for the Taliban because they have always
eschewed all of that. They are on very good salaries
compared with the Afghan soldier who is scratching
$80 a month and anything else that he can steal
compared with the Taliban who is on $160 and, for
example, a motorbike and fuel per month for 10
days’ work. Those are the figures that I have seen, so
there is a good and solid flow of funding coming. To
a large extent, armies march on their bellies; they do
not march and fight on belief alone, if at all.
Matthew Nelson: I want to add some specificity, so
it will be a bit easier to understand what I was trying
to suggest when I said to bring in the Pashtuns. It is
important to recognise why that is a diYcult idea, as
well as an interesting idea. In Pakistan, Musharraf
has some domestic political concerns when it comes
to regional governments. For instance, Musharraf is
sitting in Islamabad and wondering what will
happen in Sindh or in North West Frontier. When it
comes to bringing Pashtun voices into the
conversation, that creates some anxieties about
regional politics within Pakistan. In Afghanistan,
bringing in Pashtun voices and perhaps the religious
voice of the Taliban among Pashtun voices creates
anxieties about the future of the Afghan
Government from the perspective of coalition
forces, and the religious dispensation of that
Government. In both senses, there will be concerns
about what bringing Pashtuns into the conversation
might mean.

Comparison with the Kashmir situation could be
helpful. There is a group—the Kashmiris—that
crosses the border between India and Pakistan. In
the west, of course, the Pashtuns cross the border
between Pakistan and Afghanistan. Bringing the
group that crosses the border into the conversation
has been diYcult in both cases, but many observers
feel that bringing these cross-border groups into a
conversation about future political solutions is
really important.

Q192 Mr Horam: Given the strength and
sophistication of the Taliban that Mr GriYn
described and the diYculty of dealing with them
militarily, do you think that that political solution is
ultimately going to happen?
Michael GriYn: In the few months before
Christmas, I became very interested in the Senlis
council—have you come across the Senlis council?
Its proposal, which is several years old now but has
gained greater attraction, is to try and separate the
issues of security and the elimination of the opium
poppy on the ground, in the southern provinces
chiefly. Also realise that the NHS is crying out for
some relief of the pain deficit through the provision
of licit and controlled supplies of painkillers from
Afghanistan, composed of heroin and opium
subsidiaries.
That would be an interesting idea to explore in the
south: imposing a 10-year hiatus on destroying the
opium crop, which sustains the Pashtun population
there and—if you believe the World Bank—keeps
the entire Afghan economy bubbling over healthily.
If you could create a 10-year gap before eradicating
opium and, at the same time, insert British and
NATO forces whose job was to create security but
not to destroy the economy, you would do a great
deal for Afghanistan. However, judging by the
conversations I have had with people about this, the
time for this idea has never come and will never
come, because Britain, which is leading the fight
against opium in the south, and the United States,
which does not believe in any other relationship with
drugs apart from war, will not accept that solution
in Afghanistan. However, I would argue that that
would be one way of separating the Taliban from the
very large population—perhaps 1 million families
strong in the south—who depend upon the illegal
drug.

Q193 Mr Horam: May I finally ask you about links
between the Taliban and al-Qaeda now? What is the
state of aVairs between them?
Michael GriYn: It is diYcult to say. Five years of
fighting, propaganda and media coverage have
tended to cover over the tracks that might now link
the fates of these two diVerent movements. I think
that there are still links of some kind in the two
Waziristans—not necessarily cross-fertilisation, but
the drinking of tea between like-minded veterans.
They might be from Uzbekistan, Chechnya or Iran
or they might be volunteers from Arab countries
who have got stranded or married there. They could
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be recruited to some kind of a rent-a-jihad situation,
whether with the Taliban, or for a war in Tajikistan
or even an operation in Kashmir.
I think that there is some overlap between these
organisations. There seems to be strong evidence
that the al-Qaeda of the Two Rivers—that is, in
Iraq—transported Taliban commanders to Iraq, in
late 2005, for training in how to produce more
eYcient road-side bombs—improvised explosive
devices—such as shaped IEDs, which create a bigger
blast. Certainly, there has been training, possibly
from Iraq again, but certainly being sponsored from
the Gulf, in how to convince Afghanis of the value
of being a suicide bomber. There have been an awful
lot of suicide bombs in the south and the capital of
Afghanistan in the past two years. However, the
extent to which al-Qaeda gives the Taliban
instructions, rather than renegade elements—as they
call them—of the Pakistani security forces, is
anybody’s guess at this point.
There is no evidence of anything systematic, but
there might be a kind of old boy’s network. For
example, Jallaluddin Haqqani was considered to be
commander-in-chief in the eastern frontier area—so
it is an American area—of Khost, on the Pakistani
border with North Waziristan. Back in the mid-
1990s, he was the grand old man in the training of
Harakat fighters in Kashmir and an old friend of
Osama bin Laden. He controlled the camps and gave
bin Laden access to them.
That gentleman continues to fight and has
connections with al-Qaeda. The Americans keep
trying to assassinate him using Predators, but they
keep failing. He has those connections, but they are
no diVerent from those that he has with Inter-
Services Intelligence, generals, former colleagues in
the various Taliban Governments or those before
the Taliban, or with old colleagues—he is in his 50s
or 60s—who fought against the Soviets. They are all
one great generation of astonishingly interrelated
people with businesses from Korea to the UAE, and
in America as well. But I do not think that there is
anything systematic.
Gareth Price: On defeating the Taliban, there is an
issue of Afghan disillusionment with the
Government, largely because expectations were so
high a couple of years ago. A lot of international aid
and assistance has been given to Afghanistan, but
the benefits have been rarely seen by the average
Afghan. We hear that some $4 billion is coming into
Afghanistan but quite evidently much of that will go
out in profits to contractors and be spent on security.
Corruption is an issue as well. And the actual thing
that happens clearly does not cost $4 billion. So
there is the assumption of widespread corruption
within the Afghan Government, which is creating
disillusionment, and a much more profitable arena
for the opposition—primarily the Taliban—to
operate in. That, as well as a military solution, is an
essential part of the problem.

Q194 Ms Stuart: I want to come back to something
that Mr GriYn said about opium and how it could
be used by the NHS. You seemed to imply that the
UK is taking a lead and that the US does not want

it to happen. However, our impression was that the
Afghans also do not want that. At the moment they
cannot even lock up any of their drug barons let
alone have controlled growing. They do not support
that idea. Or are you saying that the UK and US
have told them not to?
Michael GriYn: I agree with everything that Gareth
said about the corruption. If it is not aid-related, it
will be drugs-related—and it goes to the very top.
Anybody who objects, as I believe Ali Jalali, a
former Interior Minister, did, is forced to resign and
go away. Everybody knows that this is a corrupt
society. This is harvest time for them, and I guess
that a lot of people fear that it will dry up pretty soon
and that they had better get their piece while they
can.
In the same way that the United States is in charge
in Iraq and, to some extent, of a Government whose
interior ministry is involved in death squads, in
Afghanistan, the US or the coalition, which is in
charge of money for the redevelopment and
reconstruction of Afghanistan, feels that it owes it to
the sovereignty of its new creation not to get
involved in prosecuting the most blatantly corrupt
people involved in the illicit trade, which we are also
interested in eradicating. I am not quite sure how
that operates at all.
Having said that, I think that if Karzai was looking
to create a highway of conversation between his
Government—which is not at all popular, despite
the fact that it does have quite strong roots in the
clans and tribes of the Pashtun people—and others,
and if he were able to oVer in the south some kind
of initiative that was carefully coded and embedded
within traditional structures of self-control, which
are strong in Afghanistan, whereby village A, which
produces 250 kg of pure opium paste per year
against the law, was able to produce 250 kg legally
and have it purchased at a basic minimum price for
10 years—and they were able to regulate themselves
and make sure that their neighbours were not
growing more than that 250 kg—I think that local
people would find this a very creative way of ending
that practice and introducing opium substitution
crops over a longer period, while at the same time
allowing them to carry on doing a bad thing for a
little bit longer while they got transferred into
diVerent ways of making a living.

Q195 Chairman: No doubt we can come back to
that issue another time. That is something we have
raised with Ministers, who have given us a rather
diVerent view. Can I ask you about India’s view of
the situation in Afghanistan? How important is what
is going on there for India?
Michael GriYn: India has always had quite a good
relationship with Afghan Governments, both before
and after the Taliban, but never during the Taliban’s
five-year rule, when Afghanistan became associated
very much with the 1999 hijacking of Indian Airlines
jets flying into Kandahar and its association and
support from the ISI made it look like simply
another manifestation of Pakistan’s unoYcial policy
of running proxy terrorist operational wars against
India, whether in Kashmir or in the south, or against
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urban targets. From 1993 onwards, India has been
the target of terrorism, much of which could be said
to have originated in Afghan training camps with the
assistance of Pakistan and the ISI.
To a large extent, I guess that India sees in
Afghanistan a resolution to part of its security
problem with Pakistan. I get the impression that
India is quite eager to make itself a generous big
brother to a new kind of democracy in southern
Asia, and to that extent, it has become the largest
regional donor to Afghanistan. At the same time, it
has steered fairly clear of any involvement in the
development of the Afghans’ military capability for
fear of creating any further rift with Pakistan, which
views Afghanistan very much as its own backyard in
the continuing rivalry with India.

Q196 Chairman: Afghanistan has just joined the
South Asian Association for Regional Co-
operation. I had the experience of standing at the
Wagah crossing and seeing the lorries of onions
being unloaded and carried by bearers by the sackful
from the Indian side across, and the bearers from the
Pakistan side carrying Afghan dried fruit the other
way. The goods were then swapped over from one
head to the other. That was an absurd and
interesting experience, but is there a real potential
for a trade in Afghan products between Afghanistan
and Pakistan and between Afghanistan and India
other than that border crossing, or is that the main
trade route?
Michael GriYn: At the moment, India has a
preferential trade agreement for any Afghan
produce that comes into India, although not very
much goes there. Obviously, fruit, dried raisins and
some spices could go there, but to a large extent the
markets of Afghan producers have pretty much been
wiped out since the Soviet invasion and replaced by
much cheaper producers such as California.
I think that Afghanistan’s legitimate exports apart
from opium are in the region of $100 million a year,
so we are talking about a pittance. Plus,
Afghanistan’s trade is jealously guarded by
Pakistan, which manipulates the transit trade
agreement so that goods delivered in Karachi travel
north into Afghanistan via Pakistan, which then
controls the access of imports and exports across
that border. India is attempting to loosen that
control by building an alternative route through an
Iranian port known as Chabahar and a new road
from that port to Nimroz in south-west
Afghanistan, which will provide an alternative
source and also satisfies both of those countries’
primary interest in Afghanistan as a stepping stone
towards Central Asia and its oil and gas.
Chairman: Let us turn to Bangladesh.

Q197 Mr Horam: There has been huge political
turmoil in Bangladesh with the elections and so on.
Has this had any wider impact in the South Asian
region or is it still mainly a Bangladeshi issue?
Gareth Price: For now it is primarily a Bangladeshi
issue. India has concerns that it could spill over. In
the past, refugees from Bangladesh have been a
continuous issue, but the threat of a wider influx of

refugees is the main concern on India’s side. There is
also the opportunity cost. The complete lack of
empathy between the two main parties, and in
particular the leaders of the two main parties in
Bangladesh, in large part relating to the relationship
with India is a big factor that holds back Bangladesh
and the export of its gas. It particularly aVects north-
east India, which is cut oV apart from a small
chicken neck, so it cannot trade with other parts of
India so well. But the short answer is that for now
the impact is confined to Bangladesh. India certainly
has concerns about what could happen if democracy
is not able to entrench itself within Bangladesh,
which to most observers seems likely while the
current two leaders, Khaleda Zia and Sheikh
Hasina, remain in power.

Q198 Mr Horam: Sorry to interrupt, but do
independent observers think that democracy is likely
to be entrenched and that it will resolve these
problems?
Gareth Price: Bangladesh has democracy in the
sense that it has elections, but in terms of accepting
the results of elections, each party that has lost has
taken to protesting in the streets from the mid-1990s
onwards. It has democracy in terms of people
voting, but in terms of the wider issue of rights and
so forth democracy has a long way to go to be
entrenched in Bangladesh.

Q199 Mr Horam: So you are not hopeful that there
will be an easy or quick resolution of the problems?
Gareth Price: It might be a while before we see an
election. Many issues are being discussed in
Bangladesh at the moment. One report was talking
about the Pakistani model, which would be to put
the two leaders into exile. I do not know how
developed that thinking is.
The big issue is to wait for the next generation—that
is not my personal view. Bangladesh will muddle
along while the two leaders loathe each other. It is
also a question of a first-past-the-post electoral
system where generally the Awami League gains a
couple of percentage points more than the
Bangladeshi National party, and the BNP in alliance
with Jamaat-e-Islami gets a couple of percentage
points more. Whoever wins the most seats then
obtains an additional 30 women’s seats, so we end up
with a country that is divided 47% on one side and
43% on the other side, yet the side that has 47% has
a massive majority for five years.
If the situation is to change, another point is that
Bangladesh’s economy has done well lately despite
the politics, but is now coming to a position where
the political situation is starting to impact on
Bangladesh. A small example is the power projects
that take more than five years. The parties alternate
each time there is an election, so as soon as the new
Government come in, they scrap previous power
projects because it is assumed that they must have
been corrupt, so they start their own ones. Now it is
getting to the point where power shortages are
becoming more and more of an issue. That is a direct
way in which the political situation is starting to
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impact on the economy. That is why there are calls
for a third force, or some restructuring of power—
that will be the main pressure.

Q200 Chairman: I would like to move on to Sri
Lanka, where the situation seems to be deteriorating
all the time. Clearly there are quite a few people
living in this country who are of Sri Lankan origin;
over the years, many of them have come here as
refugees. Is there a role that the UK Government
can play in helping to resolve that conflict?
Gareth Price: The short answer is that the situation
is very much like Kashmir. The UK could be asked
to play particular roles, such as in policing—
Northern Ireland issues potentially have relevance
to Sri Lanka.
The main issue that will determine what happens in
Sri Lanka is the political will on both sides for a
peaceful settlement, which at the moment does not
seem to be there. The Norwegians are the main
mediators, or interlocutors—whichever—in the
process. I do not know what the term would be, but
clearly they are in league with India, or acting with
India’s behind-the-scenes backing. However, if the
two sides in Sri Lanka are not particularly interested
in sitting down round a table and discussing matters,
then certainly with the current situation it is very
hard to see what anyone can do.

Q201 Chairman: There is the list of terrorist
organisations, which includes the Liberation Tigers
of Tamil Eelam, which is also now on the EU list, I
understand. Is its inclusion a factor in blocking any
role that we might have? On the other hand, Paul
Murphy, the former Northern Ireland Secretary,
recently went to Sri Lanka to try to inject some ideas
based on what had happened in Northern Ireland,
and to ask whether those ideas might be helpful to
the process in Sri Lanka.
Gareth Price: It is an issue that is debated. On the
one side, people say that we should not proscribe
organisations, as it stops channels of
communication, and so forth. To be honest, I think
that most of these things can be got around. If
people want to talk to the LTTE, it is do-able,
despite the fact that it is proscribed. Proscribing the
LTTE makes it harder for its members to travel.
There was a report that the wife of Anton
Balasingham, formerly the LTTE’s chief negotiator
based in London and who died a short while ago,
would replace him as its main mediator; I think that
she is Australian. I do not know; it is one of those
things—six of one and half a dozen of another. It
depends on how you want to look at it. Negotiation
can take place whether organisations are proscribed
or not, but it certainly makes negotiation harder.
Does it make the Tamil Tigers feel that they are more
oppressed, or that their backs are to the wall?
Possibly.

Q202 Chairman: There are also allegations that the
Sri Lankan armed forces have been using ex-Tamil
Tigers who broke away to abduct children and train
them as guerrillas against the Tamil Tigers. Can you
enlighten us on that?

Gareth Price: I only know of the Human Rights
Watch report that the Karuna faction had split from
the LTTE. There are lots of allegations that that
faction is being supported by the Sri Lankan
Government. The Human Rights Watch report said
that the Karuna faction is now recruiting children in
Government-controlled areas, with Government
complicity.
On a wider point, the issue of child recruitment in Sri
Lanka has been a major one. I think that it was one
of the reasons that led the EU to proscribe the
LTTE.

Q203 Chairman: Is there any prospect that,
although there is the history of the assassination of
an Indian Prime Minister by the Tamil Tigers, India
might want to try to facilitate a peaceful agreement
in Sri Lanka, given India’s Tamil population in the
south and its historic and geographic links with Sri
Lanka?
Gareth Price: India would certainly like peace in Sri
Lanka—that is undoubted. Its own experience of
direct involvement, with its peacekeeping mission in
1989, was unsuccessful, or not as successful as it
could have been, so that has left a bad taste within
India. For the moment, India is happy to let Norway
lead, which again is quite unusual in terms of India’s
attitude towards outside involvement in south Asia.
However, India has discussions with Norway on
where things are going, which at the moment is
obviously not very far. I think that Velupillai
Prabhakaran faces a death sentence in India—

Q204 Chairman: Because of the assassination of
Rajiv Gandhi?
Gareth Price: Indeed. He either has a death sentence
or a very long jail sentence outstanding, so that is an
issue. People claim that it is more of an issue with
Congress being in power, given that Rajiv Gandhi
was Sonia Gandhi’s husband.
My opinion is that the links between Tamils in
southern India and Tamils in Sri Lanka is a
justification for not getting involved rather than
something real. There are a couple of Tamil parties
that make speeches about the LTTE, or Tamils in
general, but they are not particularly mainstream.
As in Bangladesh, refugees are a big issue. They had
almost all made it back from India and now they are
starting to come over from Sri Lanka again because
of the trouble.

Q205 Mr Purchase: I have a tangential question
about Sri Lanka. A number of Members of
Parliament have in their constituencies Sri Lankans
who are here temporarily as refugees and asylum
seekers. Do you see any prospect of people going
back to Sri Lanka from Britain in the immediate
future? Is the situation such that you think that lives
would be endangered?
Gareth Price: At the moment, I think so, whether the
trajectory of the conflict stays at this level—people
are stopping just short of saying that it is a civil
war—or escalates. The level of violence seems to suit
both sides. They do not want it to increase, but peace
is not on the table at the moment. While the current
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situation continues, refugees will leave Sri Lanka
rather than go back. It is very hard to see how that
situation will change if it suits both sides.

Q206 Mr Purchase: I think that we are still
deporting, are we not?
Chairman: No, the Government have stopped the
removals.

Q207 Mr Purchase: Your opinion is that it would be
a little dangerous at present?
Gareth Price: Yes. From the past few months, the
escalation in violence seems likely to worsen.
Chairman: Yes, the Government stopped the
removal programme a few months ago for precisely
that reason.

Q208 Sir John Stanley: At long last, the civil war in
Nepal seems to be coming to a halt. The Maoists
have agreed with the other democratic political
parties a basis on which they can enter the Nepalese
Parliament. It seems likely that there will be elections
to the constituent assembly—I hope that they are to
a good standard—perhaps as early as June this year.
As for the repercussions in India if the peace process
in Nepal is not derailed and we emerge on the far side
of that terrible civil war with a proper, peaceful,
multi-party democracy, do you think that that will
choke oV the Naxalite movement in India? Or do
you think that that movement has energy,
dynamism, militancy and terrorism of its own and
will continue unchanged?
Gareth Price: Where to start? It was thought that
there were connections between Naxalites in India
and Maoists in Nepal. The rhetoric from the
Maoists was at first very anti-Indian. They are still
talking about renegotiating some of the treaties and
so on. In practice, however, people recognise that
when they come to power in Nepal, they have to live
with India. India is the country that Nepal trades
with and it is where its economic opportunities will
come from through hydroelectricity and such like.
The big unknown about Nepal is the extent to which
the Maoists will temper their aims once they are in
power. Maoist economic policy includes not
allowing Nepalese to work overseas, which seems
completely unfeasible given that Nepal is very
dependent on remittances from Nepalese working
abroad, mainly in India but also in the Gulf. We do
not yet know, but the assumption is that as they
come into power, they will temper their policies.
With regard to the Naxalites, the Maoists have
already said that they will not give any support, and
certainly not any military support, to Naxalites
working in India, but they might give some kind of
moral support for the cause.
That leads on to whether something can be done in
Nepal to resolve the core grievances that led to the
Maoist uprising—things such as unfair land
ownership and so forth. Land redistribution was
talked about, but there is not that much land to
redistribute. The whole thing needs to be thought
through a lot. What does land redistribution mean,
if you have a few goats grazing on a mountain?
There is a long way to go in this thinking. But if

something comes from that, does that then present
some kind of model for India? India’s case is that as
India is a functioning democracy, Naxalites in India
are a diVerent kettle of fish from Maoists in Nepal.
But some ideas that come from Nepal could be used
in some format in some of the more backward
districts in India where the Naxalites are most active
to try to drain the swamp, or whatever the
phraseology should be.

Q209 Mr Horam: There are at least two proposals
for pipelines to India, one from Iran through
Pakistan to India and the other from Tajikistan
through Afghanistan to India. Obviously, India is
very energy deficient. Are these pipe dreams—sorry
about the pun—or are they serious proposals that
might go ahead? It is not exactly like Russia and
Germany having an agreement to put a pipeline
through the Baltic sea, which is already being built.
There are serious political problems associated with
these proposals. Do you think they will come to
fruition?
Matthew Nelson: Not any time soon, for a couple of
diVerent reasons. The pipeline from Iran to India
would pass through Pakistan and particularly
through Baluchistan, where there is a great deal of
ongoing unrest right now, and the pipeline is not
likely to emerge any time soon for that reason. There
is also further concern that such a pipeline involving
a relationship between India and Iran would
complicate India’s changing and improving
relationship with the US. There is the possibility that
the United States and Iran and their own ongoing
tussle, will be used, or at least considered, within
India as a factor in their own improving relations
with Iran. Whether that could cause India itself to
slow down the process, even apart from Pakistan
and concerns about Baluchistan, is an interesting
question. For both reasons, I do not see that pipeline
happening quickly.

Q210 Mr Horam: It is the same with the one from
Tajikistan, which is even more remote, is it not?
Matthew Nelson: There is a diVerent set of factors.
In the case of Tajikistan and Afghanistan, the
relationship with the Government of Afghanistan
will very much relate to the US involvement in that
Government. Perhaps a relationship between India,
Afghanistan and the US with such an arrangement
could be much better, but this is pure speculation on
my part.

Q211 Mr Horam: How is India going to make up its
energy deficiency? Renewables? More coal?
Gareth Price: Yes, India could do with more energy
now, but the key issue about all these things is that
India plots what it needs if it is going to sustain 7%.
growth. It is more an issue in 10 years’ time, and even
more an issue in 20 years’ time, by which point one
can well see the other pipeline that is talked about
being planned from Myanmar through Bangladesh.
If peace broke out in Nepal and it was running
smoothly, there would be another focus on
hydroelectricity, which is incredibly successful in
Bhutan as a source of power for that part of India.
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Nuclear is another option, and that would come on-
stream in five or 10 years’ time. I think that although
the time frames are so long because there is long-
term planning in India, it has not become the main
priority. People talk about it and know that it is
there as an issue, but given the current choice, Iran
has issues with the United States. Whether those can
be got around, perhaps by the confidence-building
measures of pipelines running through Pakistan into
India, and whether that can be sorted out, could be
seen as outweighing any of the negative impacts. If
India and Pakistan can manage to agree on a
pipeline, the benefits of that might outweigh the
issue of US concerns about Iran. The Iran-Pakistan-
India gas pipeline was first talked about in, I think,
1994 or 1995, and it is now 2007. Yes, lots of studies
have happened.

Q212 Mr Horam: A lot of political decisions will
have to be made. One point that was made to us very
strongly in India was that, in a way, the present
prosperity and growth were acting as a deterrent to
these political decisions. People were saying, “Well,
it’s not too bad. Let’s put things oV a bit. We can
aVord to put things oV.” However, that is precisely
what they cannot aVord to do, if they are going to
sustain this in 10 years’ time.
Gareth Price: This is why it has moved up the agenda
in India, but India’s economic growth has been
predicated on high-value service sectors, such as IT
and pharmaceuticals. There is now a recognition
within India that they need to create more jobs, and
that needs a manufacturing sector. A manufacturing
sector needs more power, so the issue is going up the
table. At the same time, things are happening—for
example, the huge Reliance refinery that was
recently built is the largest in the world. One of the
big issues within India is that it does not enjoy being
reliant on world pricing. So if the price of oil goes up,
India’s current account looks bad. With these
longer-term accounts, as with Qatar and other
places, for longer-term supply of natural gas—this is
the whole point about the Iran pipeline, or
hydroelectricity, for that matter—you do the initial
investment, but then you know what the price is, and
you are not going to be subject to sudden current
account problems.
Chairman: We turn now to the issue of water.

Q213 Mr Moss: India, as we all know, has huge
water needs related to its large population and its
historic dependence on agriculture in the economy,
and now, as we have just been discussing, the rapid
increase in its economic activity. India has water
disputes with three of its neighbours—Pakistan,
Bangladesh and Nepal. What do you see as the main
areas for concern in that respect, and how important
do you think water sharing will be to the future of
this region?
Gareth Price: I think that water disputes are
potentially a major problem. The Indus water treaty
is the most successful treaty between India and
Pakistan—I think that it was signed in 1960 or 1962.
Until last year, they never used international
arbitration, so the treaty lasted through various wars

that took place during that time. If the right
agreements can be sorted out, that is potentially a
confidence-building measure, whether it is with
Pakistan, Bangladesh or Nepal.
The problem is that water-sharing really is a zero-
sum game—water tables are shrinking and
populations are growing. It is a major issue of
concern, and is going to continue to be an issue of
concern, and not just between India and Pakistan or
India and Bangladesh. There are also water disputes
within Pakistan about the dam that they are talking
about building between the North West Frontier
province, Punjab and Sindh province. Sindh thinks
that it will get less water, and Punjab wants to stand
because it thinks that it will get more water, and the
North West Frontier province does not want it
because the reservoir is going to flood a large area of
it. Even within Pakistan, and within India, you have
the Cauvery river dispute between Karnataka and
Tamil Nadu. So it is going to be at a range of
diVerent levels. Recently a storage reservoir was
opened up for Delhi in Uttar Pradesh, and that led
to a dispute between Delhi and Uttar Pradesh about
who should get that water. If some good model on
water sharing could be put together, it would be very
beneficial, but as it is, it is going to be a major source
of contention for the region.

Q214 Chairman: Thank you. We come to the final
question, you will be pleased to hear. The South
Asian Association for Regional Co-operation has
recently expanded and some people see it as a model,
which would move from an economic free-trade
model to a kind of political, co-operative model.
How important is SAARC for the countries of the
region? Is it very important for the smaller countries
and not at all important for India, or is it the other
way round?
Gareth Price: The big problem with SAARC is that
the political disputes between India and Pakistan get
in the way of substantial progress. SAARC has
introduced a free trade area recently, but it is only
for India and Pakistan, which have not agreed to it,
and the smaller countries do not have to do anything
until, I think, 2011.
More important than SAARC, at the moment
anyway, are the bilateral agreements between
diVerent countries, particularly between India and
Sri Lanka. There is now talk of a free trade area or
bilateral trade agreement between India and
Bangladesh. Essentially, while the relationship
between India and Pakistan remains poor, although
improving, SAARC is not going to go anywhere
fast. I think that is why India is focusing on bilateral
agreements, not just within the region but also with
other countries, such as Thailand and Singapore.

Q215 Mr Purchase: Are any of the national
economies strong enough to withstand a greater
degree of free trade than is presently operated? Do
they not all need some protection, from each other
and certainly from the rest of the world?
Gareth Price: That is not quite how it looks. India’s
tariVs are still among the highest in the world, but
they have come down dramatically. The big issue



3589272005 Page Type [O] 25-04-07 01:08:02 Pag Table: COENEW PPSysB Unit: PAG2

Foreign Affairs Committee: Evidence Ev 95

31 January 2007 Mr Michael Griffin, Dr Matthew Nelson and Dr Gareth Price

throughout south Asia is not protection but tax.
Income tax collection in Pakistan, India and
Bangladesh is incredibly low. You end up with a very
small industrial sector, which is the main source of
tax, plus taxes on trade. If you suddenly say, “Let’s
have complete free trade and not collect any
money”, then suddenly India’s 9%. deficit turns into
a 14%. deficit. There is the same issue in Pakistan.
Yes, there is a protectionist issue, but never forget
that the Governments are relying on this money and
need to widen their tax bases.

Q216 Mr Purchase: It sounds like they need to make
them more eVective in terms of collecting what is
due. Is it possible to widen the tax base in India with
so many people in India without incomes worth
talking about? Should not the rich people pay
more tax?
Gareth Price: I think that in India 30 million or 40
million people pay income tax out of 1.2 billion. In
Pakistan it is something like 1.3 million—they tried
to raise it to 2 million and gave up. The number of
people who pay income tax is very small. Obviously,

that is largely because people are poor. They are
trying to introduce value added taxes in South Asia,
but, oV the top of my head, taxes on trade make up
about half the taxes.
The big thing that is not taxed throughout south
Asia is agriculture, so 60 to 70%. of the population
depend on agriculture and are not paying any tax. A
few plantations in India pay tax—if you are defined
as a plantation, you pay tax—but 60%. of the
population are out of the tax net by definition, at
least in Bangladesh, India and Pakistan. Sri Lanka
is a bit diVerent.
Chairman: That raise issues that we do not have time
to get into now, but are certainly food for thought.
May I thank you all for coming today, Dr Price, Dr
Nelson and Mr GriYn? I think we have found this a
very useful session, which has given us a number of
areas to think about. It also gives us public evidence
on many of the things that we have picked up on our
visits, which we did not actually have public
evidence on. It is always helpful when people tell us
in public what we have been told by others in private.
That helps us in writing our report. I thank you all
very much and conclude the session.
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Written evidence submitted by the City of London

As you will be aware the City has very considerable trade interests in this important and developing
market and, with the Lord Mayor having visited the region in March, it seemed appropriate to send you a
note and a copy of the report of the recent visit which is attached. A number of points mentioned in this
note have also been raised in evidence to the Trade and Industry Committee’s recent inquiry into trade and
investment opportunities with India.

Business interests in India are, as your Committee will know, strongly influenced by developments
elsewhere in Asia and particularly in China, where there is already considerable “western” engagement.
There is, however, a growing desire to engage with India, in recognition of its importance as an emerging
market and to build on the historic links which perhaps are not being fully exploited.

An objective for the City Corporation in both countries is to promote the services the City can oVer to
emerging business. In India and China businesses of all kinds are seeking to expand internationally, and the
City can oVer them the capital to make this possible. The most obvious method is by listing firms on the
London Stock Exchange (who themselves have recently upgraded their marketing eVort in India), but, as
your Committee will know, London is also a global centre for the issue of bonds and for all kinds of bank
lending, and is indeed the world’s centre for the complex syndicated loans which are frequently used to fund
major projects.

The promotion of capital also provides an ideal opportunity to highlight other services available in the
City that could be used to support these expanding firms. Such services include, for example, insurance to
underwrite the risks of overseas investment, legal advice, consultancy, and training. This promotional eVort
is separate from that for inward investment, because these services are available to firms regardless of
whether the body seeking the service is based in London or in India. Inward investment (and portfolio
investment) may, of course, follow and the City is happy to facilitate this when it happens, but it is a
separate exercise.

It should also perhaps be noted that internationally expanding Indian firms may not necessarily choose
to come to UK or even to Europe. They are just as likely to be seeking to move into the Middle East or
South-East Asia, or even (recently) into China. Nevertheless they may wish to call upon the City’s services
in doing so.

This focus on emerging Indian business was reflected in the Lord Mayor’s programme for his visit in
March, which included stays in Delhi, Mumbai, Chennai and Hyderabad and further detail of the visit is
included in the attached extracts from the outturn report. In all four centres the delegation sought to talk
to Indian investors and eVorts in India mirror the aims of the Lord Mayor’s separate visits to China this
year. The next Lord Mayoral visit to India is scheduled for May 2007 and, given the increased commercial
focus on India, it seems likely that the Lord Mayor will visit annually for the foreseeable future.

Although, there is a concentration on outreach to Indian firms, acknowledgement needs also to be given
to the desire among some City firms to enter the expanding Indian market. In the banking sector, HSBC
and Standard Chartered are well established and are seeking to expand their retail networks but have
experienced diYculties in obtaining the necessary licences, particularly at state level. Furthermore, a number
of insurance firms are seeking to establish a foothold in what is potentially an extremely large market for
life insurance and pensions, in association with Indian firms. There is concern, however, at undue restriction
of the extent to which foreign firms can buy into Indian insurers. On the underwriting side, Lloyd’s is
probably the main player, but oVshore they are still considering how to enter the Indian market locally.
Some City law firms are also attempting to establish a presence but as is so often the case in other
jurisdictions, there are diYculties of access with severe restrictions in place in India preventing foreign
lawyers from practising in the country. Accountants, consultants, educators and trainers are also highly
active in India, though they are probably less prey to institutional barriers.

The City also encourages worldwide the liberalisation of financial markets, good governance and the
establishment of open fiscal, regulatory and commercial environments. This usually means encouragement
of a greater role for the private sector versus the state, and in India it has meant increased eVorts, typically
by supporting IFSL, to encourage the adoption of PPP schemes.

It is worth noting that the City decided to add depth to its engagement with China by establishing City
representation in Beijing and Shanghai. A similar initiative is also taking shape in Mumbai with the recent
appointment of Alan Rosling, a Director of Tata, as the City’s senior adviser on India to chair a new
advisory board. The appointment of a City of London representative there will follow later this year. When
fully established, the City’s Mumbai OYce’s aim will be to promote the services for the City as a world class
financial centre to Indian public and private sector customers, including the raising of capital, insurance,
asset management, infrastructure finance and consultancy and the exchanges of London. It will, however,
also have a role, in highlighting the City as a centre for business education, training and professional
development.



3589271002 Page Type [O] 25-04-07 01:45:01 Pag Table: COENEW PPSysB Unit: PAG1

Foreign Affairs Committee: Evidence Ev 97

You may also be interested to know that the City Corporation has commissioned SAMI Consulting and
Oxford Analytica to explore the impact of China and India’s long-term economic development on the
Square Mile. The project will investigate alternative scenarios concerning the potential development paths
of India and China and assess the possible impacts (both positive and negative) upon the City’s financial
services sector. The research, due for publication in October, will assess what actions might be taken to
maximise potential opportunities and minimise threats. I will certainly be happy to send you a copy of the
research as soon as it is available.

If you have any further queries in connection with the City’s interests in India, please do not hesitate to
contact Bruce Hunt in my OYce (tel: 020 7332 1196; email: bruce.huntwcityoflondon.gov.uk) who was
responsible for the preparation of this material for the Committee.

P R E Double
City Remembrancer, Parliamentary Agent to the City of London

29 August 2006

Annex 1

EXTRACTS FROM REPORT ON THE VISIT OF THE RIGHT HONOURABLE
THE LORD MAYOR, ALDERMAN DAVID BREWER CMG TO INDIA,

SATURDAY 18 MARCH TO TUESDAY 28 MARCH 2006

Executive Summary

Introduction

1. The Rt Hon the Lord Mayor visited four cities in India—Delhi, Mumbai, Chennai and Hyderabad
from Saturday 18th to Tuesday 28th March 2006. The Lord Mayor was accompanied by The Lady
Mayoress and by a large business delegation—the composition of which varied during the visit. A full list
of the business delegation is included on the final page.

Aim

2. This visit to India followed that of Sir Clive Marin in 2000 and Sir Robert Finch in 2004 and many of
the issues discussed were similar to those raised on the two previous visits. The principal aim of the visit
was to promote the City of London and in particular its financial and business services sectors, and to hold
discussions in each city with business leaders and with ministers and oYcials. In each of the four cities he
visited, the Lord Mayor sought to emphasise the reasons behind London’s success as an international
financial centre and the role that London wished to play internationally with its expertise in many key
areas—in particular insurance, banking, legal services and Public Private Partnerships (PPP).

Programme

3. The Lord Mayor and his party spent a full day in Delhi, before travelling on to Mumbai, where he
undertook a busy programme for a further two days. He then flew on to Chennai and finally to Hyderabad.
A comprehensive programme was arranged in each city by the British High Commissioner and his two
Deputy High Commissioners and the Lord Mayor had the opportunity to meet many senior and influential
people in national, state or local government and in business, in each of the cities he visited. Formal seminars
or round table discussions with representatives of the financial services sector took place in Delhi, Mumbai,
Chennai and Hyderabad, with liberalisation of the legal and insurance sectors, legal education and training,
and London listing for Indian companies as the principal themes. The Lord Mayor was supported by a
substantial business delegation in each city, which varied in composition according to the topics being
discussed. He paid oYcial calls on a number of Government Ministers associated with financial and
economic aVairs, on the Governor of the Reserve Bank of India, the Permanent Member of the Securities
and Exchange Board, and the Insurance Commissioner. He also called formally on the Chief Minister of
Delhi and the Chief Minister of the State of Andhra Pradesh.

Detail

Visit to Delhi

4. The Lord Mayor’s short stay in Delhi was hosted by the British High Commissioner, Sir Michael
Arthur, who had arranged a number of valuable and high level calls for him. In his initial briefing, the High
Commissioner highlighted the extraordinary rate of growth of the Indian economy, which stands at 8% at
present and is likely to grow. He also emphasised the dynamism of the country, the very high proportion of
the population under the age of 25 (54%), the high levels of academic achievement and the ever increasing
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air links with UK This had grown from 19 flights a week in 2004, to 66 in 2006 and over 100 weekly flights
are projected in 2007. All this is indicative a nation very much on the move and establishing itself as a major
world economy.

5. The Lord Mayor was able to emphasise in his various meetings and speeches that the UK was the
natural partner for India in Europe and that London was best placed to provide the expertise, the business
links and the source of capital for Indian businesses seeking to grow not only in Europe but globally. He
described the strengths of the City, its wish to work with and contribute to India’s development, and the
City’s desire to see further liberalisation in the sector, not least increased FDI ceilings for banking and
insurance.

6. He built on this theme at a seminar in Delhi hosted by FICCI and entitled “The City of London—
Your Gateway to Global Business”. Following his general introduction, speakers from the London Stock
Exchange, the Law Society and Lloyd’s of London expanded on London as the natural place to do business.
A speaker from FICCI then complemented this with an address on Indian investment successes in UK and
on the investment climate in India. With high growth and low inflation, India is an excellent market for UK
expertise. Investment of some $200 billion is needed in India in the next four years in infrastructure
development, and Indian companies are looking to UK companies for technical expertise.

7. The Lord Mayor also attended and spoke at a roundtable on Globalisation and Economic Crime
organised by the Commonwealth Business Council and at a Reception for the alumni of CASS Business
School, London Metropolitan and London City Universities, held in co-operation with the British Council.
He then called on a number of senior ministers and oYcials, including the Finance Secretary, the Chief
Minister of Delhi, the Deputy Chairman of the Planning Commission and the Minister of Commerce.

8. The Finance Secretary (Mr Ashok Jha) was optimistic that the insurance ceiling would rise to 49%
either in this or the next session of parliament, but cautioned that the Reserve Bank of India was less
comfortable over any similar acceleration in banking liberalisation. He expressed an enthusiasm in India
learning from UK experiences of PPP and agreed this is likely to be raised at the UK-India Investment
Summit planned for later this year.

9. Deputy Chairman of the Planning Commission, (Dr Montek Singh Ahluwahlia) one of the
government’s leading economic thinkers gave a broader, more strategic view of India’s development, and
explained the need to strike a balance between the Government’s objectives for economic reform and the
political constraints imposed by the legislature. He was more optimistic about the longer term prospects for
liberalisation, including pensions. He undertook also to look into the issues raised by Standard Chartered
Bank about constraints imposed by the Indian Government on bank lending, in particular to small business
seeking to get involved in the infrastructure sector—one of the Government’s priority objectives. He
endorsed the idea of discussing PPP at the Investment Summit.

10. The Commerce Minister (Shri Kamal Nath) emphasised his personal commitment to more
liberalisation and reiterated his belief that so much more could be achieved bilaterally between UK and
India in this regard—provided the EU’s common commercial policy did not impose too many restrictions.
The Minister also confirmed that his oYcials were working on a paper addressing the concerns of UK banks
regarding policy and regulatory issues.

11. The Lord Mayor also had a most useful call on the Director General of the CII (Mr Srinavasan) who
commented once again on the remarkable growth rate in India and his confidence that this would be
maintained. Infrastructure investment and the use of UK expertise were both seen as key ingredients in this
growth and thus presented significant opportunities for UK companies. The CII looked forward to their
visit to London in June and also to the possibilities of hosting a major financial services summit in Mumbai
towards the end of the year at which the promotion of Mumbai as a Regional Financial Services Hub would
be the principal theme. Other areas of activity being undertaken by the Confederation were also addressing
Pensions, Health Care, Infrastructure Development and PPP. The Lord Mayor indicated his hope that the
City and the delegates who accompanied him would have the opportunity to contribute to the Mumbai
conference at the end of the year and also to any activities planned for London in September, when it was
hoped that the Prime Minister of India might be visiting.

Visit to Mumbai

12. The Lord Mayor and party then flew on to Mumbai, where his visit was hosted by the Deputy High
Commissioner, Ms Vicki Treadell. A major element of the visit to Mumbai was to discuss the City’s strong
desire to see Mumbai develop as a Regional Financial Hub and for the City of London Corporation to
support this through the opening of a liaison oYce in Mumbai—similar to those recently established in
Beijing and Shanghai. The Lord Mayor met and briefed representatives of the British business community
in Mumbai on these plans at a breakfast meeting and listened to some of the issues which they faced in doing
business in India. He also attended a further reception hosted by Cass Business School for their Indian
alumni, similar to that held in Delhi the previous day.

13. The Lord Mayor called on the Permanent Member of SEBI—the Securities Exchange Board of India
(Mr T C Nair), and also on the Governor of the Reserve Bank of India, (Dr Yaga Reddy). At SEBI, Mr
Nair generously observed that the world’s financial system could not survive without the City of London.
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In response the Lord Mayor briefed him on the plans for the City’s liaison oYce. which was welcomed. The
Lord Mayor also raised a number of issues which currently gave cause for concern. These included a plea
by the London Stock Exchange that SEBI should look into the rule requiring Indian companies to list equity
securities firstly in the domestic market before being able to list in London. Delegates accompanying the
Lord Mayor also raised the issue of a very underdeveloped corporate debt market and of the lack of
recognition of brokers in the debt market, which made it very diYcult to do business. This in turn aVected
the benefits that trading in this market would bring to Indian business and the economy generally. SEBI
oYcials appeared sympathetic to this argument and said that they were taking steps to develop the corporate
bond market.

14. At the RBI the Lord Mayor and the visiting delegation raised a series of issues such as capital account
convertibility, development of the Pensions Bill, foreign ownership of banks and, once again, the trading
problems for brokers in the corporate debt market. The Governor gave some comfort that all these issues
were recognised as causing diYculties for overseas firms doing business in India and were all being addressed
within an overall financial services “road map”. This was working its way through legislative approval and
in some areas were a matter of intense political debate. He was therefore unable to give much comfort on
the likely time scales for this legislation, but recognised that the measures were all necessary in order to
sustain the growth of the Indian economy at its current rate—and indeed to comply with some of the WTO
requirements.

15. The Lord Mayor then attended and spoke at a well attended meeting hosted by Bombay First. This
organisation mirrors Think London, and aims to provide the focus to generate interest, commitment,
inward investment and expertise in developing Mumbai as a major business centre. Emphasis is rightly being
placed on infrastructure investment, particularly through PPP, and Mr Stephen Harris of IFSL gave a useful
indication of the areas where PPP might with advantage be used as a development technique. He cited
hospitals, schools, social housing, airports and roads as ideal vehicles for PPP but warned that global
sources of such expertise were woefully limited and heavily overcommitted. A memorandum of
Understanding between IFSL, Toronto Financial and Bombay First was formally signed at the meeting,
which should allow Mumbai to take advantage of financial services expertise in both Toronto and London.

16. The Lord Mayor joined representatives of the Law Society and the College of Law at a briefing for
Indian law trainees at which the QLTT (Qualified Lawyer Transfer Test) was explained and enthusiastically
received. This test and the training which precedes it will take place twice yearly in both Delhi and Mumbai
and will allow Indian lawyers to qualify as English solicitors without having to travel to UK. CliVord
Chance, two of whose partners accompanied the Lord Mayor as members of his business delegation,
announced the oVer of two scholarships annually, each worth £1,360 to cover the costs of both tuition and
examination.

17. The Lord Mayor also hosted a well attended breakfast meeting in the Taj Palace Hotel for members
of the insurance industry at which a number of issues were discussed. These included percentage limitations
on foreign ownership and the aspiration to increase this from 26% to 49%. He was briefed that the insurance
sector in India was still hugely untapped and that there was huge potential for new products and for new
players in the market. This oVered considerable opportunities for UK insurance companies, even with the
current FDI limit.

18. At the request of the Securities and Investment Institute, the Lord Mayor was pleased to be able to
present certificates to four graduates of the SII training course which had taken place in Mumbai. He also
held private meetings to discuss some of the practical issues associated with the opening of the City
Corporation’s liaison oYce in Mumbai and possible staYng opportunities. A separate report on these
discussions has been produced and circulated.

Visit to Chennai

19. The visit to Chennai was hosted by the Deputy High Commissioner for South India, Mr Mike
Connor. The Lord Mayor’s first engagement was to attend the annual Queen’s Birthday Reception at the
Residence. The Lord Mayor and business delegation were able to meet a wide cross section of the Indian
business community and others, to gain a perspective of the issues aVecting bilateral relations between UK
and South India. He gave an opening address at an event hosted by the London Stock Exchange to promote
the Alternative Investment Market among small and early stage companies, largely in the ICT and
biotech sectors.

20. He also attended a follow up lunch for the CEOs of South India-based companies already listed on
the London Stock Exchange and for prospective clients. Other elements of the programme included a visit
to SCOPE, Standard Chartered Bank’s word-wide back oYce operation which is based in Chennai. The
Lord Mayor was much impressed by the size of the operation and by the highly motivated management
team. They were able to demonstrate the eYciencies of centralising its support services in India, not only in
cost saving terms ($80 million since inception) but operationally through the provision of streamlined
banking and customer services.
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21. He also inaugurated a roundtable event jointly hosted by the Commonwealth Business Council and
the Law Society to discuss the liberalisation of legal and professional services in India. The event was notable
for a wide ranging and sometimes heated debate on liberalisation and the possible adverse aVect on the
domestic Indian legal industry. Delegates were briefed on the openness of the UK legal market and the free
access oVered to suitable qualified foreign lawyers, which had enabled London to thrive as an international
business centre. Many misconceptions were dispelled on the aspirations of foreign law firms wishing to
practice law in India, in particular representation in court and the benefits of increased trade and investment
which would follow the opening up of the legal industry. The Law Society and CBC both felt that significant
progress had been achieved as a result of this seminar and a comprehensive report on the discussion and the
outcomes has been produced by the CBC.

22. The Lord Mayor and Lady Mayoress then had the opportunity to visit a fishing village some 20 miles
south of Chennai for a brief weekend’s respite before the final element of the visit. In Mamallapuram, they
were able to see at first hand some of the eVects of the Tsunami which had occurred in December
2004. Whilst there had been no casualties in that area (unlike the City of Chennai, where 700 had died), the
sea had retreated four kilometres in seven minutes, before inundating much of the low lying areas on the
edge of the shoreline.

Visit to Hyderabad

23. The final leg of the Lord Mayor’s visit to India took him and some of the business delegation to
Hyderabad, where he and his business party were hosted by the Head of the British Trade OYce, Bangalore
(Mr Andrew Dinsley)—who also has responsibility for the British Trade OYce in Hyderabad. The
programme included a well attended seminar sponsored by FICCI, similar to that held in Delhi the previous
week. The Lord Mayor introduced a team of speakers from London on the theme: “The City of London—
your Gateway to Global Business” each of whom addressed specific topics on London as a business centre.
These included addresses on London as a source of capital (the London Stock Exchange), London as a
source of advice (The Law Society), London as a place to do business (Think London) and London as a
source of expertise on Insurance Commercial Risk (Mr John Cooke).

24. The Lord Mayor then paid a courtesy call on the Chief Minister of the State of Andra Pradesh (Dr
Rajashekar Reddy) and also on the Chairman of IRDA, the Insurance Regulatory and Development
Authority (Mr C S Rao). Mr Rao gave him a greater understanding of the likely amendments to the
Insurance Act and on the role of the IRDA in further liberalisation. He was optimistic that the changes in
limitations on foreign ownership would be raised—possibly this year. He also indicated his strong support
of the need to do so, in order to encourage greater participation in the insurance market in India—
particularly in the Life sector. He cautioned however that changes in primary legislation were still required
for some of the measures he wished to introduce and thus some timetable issues, but he saw eventual change
as inevitable.

25. There was additional discussion at this meeting on the need for the establishment of an Institute for
Insurance and Risk Management, which the Commissioner was promoting strongly. He saw this Institute
as a having a role to play across the whole of Asia and was looking for accreditation globally, particularly
from the London based Institutions.

26. The Lord Mayor then attended a lunch hosted by the London Stock Exchange similar in format to
that held in Chennai, to meet existing and potential investors in London and to discuss listing on the London
Exchange. He paid a visit to the impressive HSBC Global Support Centre, recently opened in the new Hi-
Tech City on the outskirts of Hyderabad. Here he was briefed on the scope of the operation and the way in
which HSBC was able to manage much of its back oYce operation from this single site, with very significant
cost savings and improvements in eYciency.

27. His final engagement was a meeting with Hyderabad Chapter of the Young Presidents’ Organisation.
The Lord Mayor briefed the members on London as an international finance and business centre and
answered a series of challenging and interesting questions. The meeting was arranged through Mr Karan
Bilimoria, Chairman of the Indo British Partnership Network, whose presence in Hyderabad happily
coincided with that of the Lord Mayor.

Comment

28. The Lord Mayor is very grateful for the way in which he and his business delegation were received
throughout the visit. A significant amount of background and networking activity was undertaken by the
delegates during the mission and all felt that the aims of the visit had been achieved. The visit allowed the
party to emphasise a wide range of issues, such as FDI levels in insurance and banking; access for legal
services; listing on the London Exchanges; the placing of Indian businesses in London; legal and financial
services training; and the role of the City of London as a source of capital, expertise and advice. Whilst the
party had been able to see that reform in the Indian financial services sector was indeed underway, it is clear
that the pace of reform remains somewhat cautious and in certain cases primary legislation through
parliament is required before change can be implemented.
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29. The Lord Mayor was impressed by all that he found and at the clear optimism that the Indian
economy is growing at a steady and stable rate. Development of infrastructure however is clearly a key factor
in sustaining this rate of growth and techniques such as PPP is seen as an important element, particularly
in highways and airports. The airports in Mumbai, Chennai and Hyderabad all require significant
redevelopment, some of which is already in progress. Mumbai in particular has significant infrastructure
challenges to overcome if it is to realise its aspiration to be come a regional financial hub. The continuing
role of organisations and pressure groups such as Bombay First to influence national and state government
to drive through infrastructure investment is pivotal.

30. The visit coincided with the Chancellor’s statement in the budget of the need to promote still further
UK’s strength in the financial services sector and of the need to direct greater emphasis on trade and on the
exchange of financial services between the UK and India. The Lord Mayor was able to promote this in his
various addresses and meetings. He also emphasised strongly that whilst London was the principal financial
and business centre in the UK, the term “the City of London” was very much a brand name, rather than a
physical location. Thus he represented Edinburgh, Manchester, Birmingham and other major UK financial
centre as much as he represented London. His delegation included representatives from all four of these
cities, each of which are significant international financial centres in their own right, in particular Edinburgh.

LORD MAYOR’S VISIT TO INDIA—MARCH 2006

BUSINESS DELEGATION

Delhi Mumbai Chennai Hyderabad

Banking and Finance
Standard Chartered Bank Sir Thomas Harris x x x –
JP Morgan Mr Richard Kaye – x – –

University Alumni
Cass Business School Ms Erin Quinn x x – –

Dr T Dzendrowskyj x x – –
Mr Caleb Hulme-Moir x x – –

Law
Law Society Mr Hugh McDermott – x x x
College of Law Mr Nick Olley x x x x
DLA Piper Mr Matthew Saunders x x – –
Olswang Mr Toby Greenbury x x – –
CliVord Chance Mr Chris Wyman – x – –

Mr Magnus Rodrigues – x – –
Eversheds Mr Parmjit Singh – x – –

Mr Mike Seabrook – x – –
Herbert Smith Mr Chris Parsons x x – –

London Markets
Stock Exchange Mr Hugh Sandeman x x x x
Metal Exchange Mr Simon Heale x x – –

Insurance
ABI Ms Susan Yavari x x – –
ABI Mr Stephen Haddrill x – – –
Marsh Mr Ian Haynes x x – –
Prudential Mr James Wilcox x – – –
Paterson Martin Ltd Mr Michael Wade – x – –
Lloyd’s of London Mr James Sutherland x x – –
Standard Life Ms Katie Paterson x x x x

Trade and Investment
UKTI Mr Martin Raven x x – –
Think London Mr Anupam Jhunjhunwala x x x x
British Telecom Mr Allen Ma x – – –
IFSL (PPP) Mr Stephen Harris – x – –
C’wealth B’ness Co Mr Sanmit Ahuja x x x –
IFSL (LOTIS) Mr John Cooke x x x x
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Written evidence submitted by Councillor Khalid Hamid

European Parliament Report on Kashmir

As you may be aware the Baroness Emma Nicholson, British Member of the European Parliament from
the Liberal Democrats, is also the European Parliament reporter on Kashmir. She visited Pakistan and India
in June this year on a fact-finding mission, and will submit her draft report to the European Parliament
Foreign AVairs Committee on 14 September for suggestions/amendments. The draft report will be finalised
on 22 September 2006 and will be approved by the European Parliament in October 2006.

It is possible that Baroness Nicholson will make reference to the Kashmir dispute and will make reference
to the Indian Government’s position. It is therefore necessary to do whatever we can to influence her to take
on board the aspirations of the people of Jammu and Kashmir, innocent civilians who require the
international community to recognise their human rights as well. I would be grateful if you would give
consideration to the under-noted points:

— The people of Kashmir strongly believe that the report should attempt to explore a possible
solution to the longstanding Jammu and Kashmir dispute bringing an end to the suVering to the
people of Jammu and Kashmir. In this regard, it will be worthwhile to refer to the President of
Pakistan’s practical and neutral proposals of (i) demilitarization; and (ii) self-governance. The
report should also call for the inclusion of Kashmiri representatives in the dialogue to discuss and
elaborate the proposals. Further scrutiny of the position relating to the human rights of the citizens
of Jammu and Kashmir have consistently overlooked must be addressed.

— The international community should try and find a way to make India recognise the need to allow
internationally respected organisations such as the United Nations, access to the region. Freedom
of movement and the restriction on the international press should also be removed.

— The Indian Government should also repeal draconian laws, release prisoners of conscience, and
prevent extrajudicial killing.

This is a unique opportunity to assist the people of the Jammu and Kashmir regions and I thank you for
your consideration of this matter.

Councillor Khalid Hamid,
Labour⁄Denny South Ward, Falkirk Council

3 August 2006

Written evidence submitted by the Sikh Federation (UK)

Introduction

1. This written memorandum on South Asia has been submitted following a request by the Foreign
AVairs Committee. The Sikh Federation (UK) is pleased the Committee is holding an inquiry into:

— Political and economic developments in India and its growing importance.

— Relations between India and Pakistan, and the question of Kashmir.

— India’s role in the region and its links with its neighbours.

— India’s contribution to the international system, including to the United Nations and other
multilateral fora, such as the non-proliferation regimes.

— The roles of the United Kingdom and the European Union in South Asia.

2. The written evidence submitted by the Sikh Federation (UK) brings a British Sikh perspective to an
important area as Sikhs and their homeland are often overlooked. When India and Pakistan were being
created less than 60 years ago the UK Government oVered the Sikh leadership an opportunity for outright
Sikh independence. At that time the Sikh leadership were persuaded to throw their lot in with India on the
basis of certain promises. Immediately after Indian independence Sikhs refused to sign and accept the Indian
Constitution due to Sikhs being betrayed, a lack of separate recognition in the Constitution and widespread
discrimination against the Sikh people and Panjab.

3. Therefore, when the Foreign AVairs Committee is considering this subject area in the context of UK
foreign policy it is vital the British Sikh view is represented as we are the largest Sikh community in the world
outside Panjab. Also due to strong Anglo-Sikh relations that extend to over 150 years the UK Government
has a moral and historic responsibility to consider the Sikhs right to self determination and the desire to
regain their lost sovereignty.

4. We are hopeful the Foreign AVairs Committee will recognise the interests of the British Sikh
community and will invite the Sikh Federation (UK) to give oral evidence as part of this enquiry.
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Self Determination and the Sikhs

5. At Annex A is a paper titled Self-Determination as a Human Right and its applicability to the Sikhs.
A version of this paper was first published in March 2005 by the Panjabis in Britain All Party Parliamentary
Group. In considering the India/Pakistan situation and Kashmir it is important that the right to self
determination in general and more specifically of the Sikhs is seen as an integral part to the determining the
foreign policy agenda of the UK and EU.

India’s Disregard for the UN, EU and International Community

India is the only country that did not support the resolution at the UN General Assembly regarding the
protection of human rights while countering terrorism

6. India was the only country not to vote in favour of the UN General Assembly resolution on the
protection of human rights while countering terrorism. We understand the UK Government expressed its
disappointment that the resolution could not be adopted by consensus.

7. In our opinion India’s unilateral opposition to the protection of human rights while countering
terrorism highlights a fundamental weakness in India’s respect for and approach to human rights. The Sikh
community has suVered enormously in the last twenty five years due to India’s complete disregard for
human rights using the excuse of countering insurgency in Panjab.

India continues to fail to ratify the International Criminal Court

8. India has failed to accede to the Rome Statute which established the International Criminal Court
(ICC). We fully agree the ICC represents a major advance in international justice and the fight against
impunity for perpetrators of international crimes. We applaud the lobbying exercises carried out by the EU
urging states to ratify the Rome Statute.

9. However, the British Sikh community regards the failure of India to ratify the Rome Statute as most
disappointing and another example of India’s refusal to accept international law, which they breached with
the massacre of tens of thousands of Sikhs in June and then in November 1984 and the continued abuse of
human rights for the last twenty years. Many accept these wrongdoings constitute the most serious
international crimes since Indian independence.

Human rights violations by Indian security forces continue in Panjab and Kashmir and the UN and international
human rights organisations continue to be denied access to Panjab

10. Credible reports of human rights violations by Indian security forces operating in Panjab and
Kashmir continue to emerge. India’s failure to allow Amnesty International and the UN Rapporteur on
Torture access to Punjab since 1978 is a cause for grave concern. These issues have been raised publicly by
MPs in Parliament in the last two years via Early Day Motions (Annex C) and Parliamentary Questions
(Annex D).

India defies the UN and EU and ends the moratorium on the death penalty

11. Despite the EU lobbing strongly against the executions, India last year ended the long-standing
moratorium on the death penalty. British Sikhs find India’s position on the death penalty totally
unacceptable and the ending of the moratorium as a most backward and retrograde step.

12. We are submitting this memorandum on the eve of a three-day visit by the Indian Prime Minister to
the UK (commencing on 10 October 2006) followed by a two-day India-EU summit in Helsinki to secure
trade and investment for India. The EU is India’s largest trading partner with about 25% of Indian exports
coming to EU countries. The EU also provides the most foreign investment to India. Last year two-way
trade between India and the EU totaled about ƒ38 billion. Given the level of trade we expect the EU,
including the UK, to exercise maximum pressure on India on accepting the decisions of the international
community.

13. The Foreign and Commonwealth OYce is very much aware of the death penalty imposed on the Sikh
activist Professor Davinderpal Singh Bhullar who was returned to India from Germany. This matter has
been raised by many Parliamentarians in the UK and at the EU level. As British Sikhs we are deeply
concerned with the case of Professor Davinderpal Singh Bhullar and expect the Foreign and
Commonwealth OYce to use greater pressure on India on the issue of the death penalty and the specific case
of the Professor (Annex D). There are around one hundred Sikh political prisoners that are known to British
Sikhs that are still languishing in Indian jails, some have been held for many years without yet being charged
or convicted.

14. This submission should be read in conjunction with our submission on 19 August 2005 to the Home
OYce consultation document, “Exclusion or Deportation from the UK on Non-Conducive Grounds”
where we indicated we are “committed to support measures that prevent all acts of terrorism in the UK,
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such as those which took place in London in July 2005 and acts of terrorism targeting innocent civilians that
take place abroad. We welcome any measures that would prevent such attacks or which would lead to the
prosecution of those responsible for planning and committing or supporting such crimes”. However, we
believe a move to allow restrictions in all places of worship as opposed to targeting specific Mosques where
the Muslim community has requested support is wrong in principle and may result in unexpected diYculties.

Human Rights Violations of Sikhs in India

15. In Annex E we draw your attention to reports and press statements recently issued by:

— US State Department

— Human Rights Watch

— Amnesty International

— Human Rights Advisory Group to the Panjabis in Britain All-Party Parliamentary Group

16. Our aim is to highlight the UK Government, EU and the international community have still to
undertake a rigorous expose of the human rights violations in India.

Conclusion and Recommendations

17. Ignoring the needs of the Sikh Nation given our history and Anglo-Sikh relations in any debate on
India, Pakistan and Kashmir would be doing a great disservice. It must be remembered that India and
Pakistan have only existed as independent countries for less than 60 years. The UK Government has a moral
and historic responsibility to consider the Sikhs right to self determination and our desire to regain our lost
sovereignty. Given the ever tense relations between India and Pakistan many informed commentators would
argue it is in the interests of world peace if there was a strong and powerful Sikh homeland that would create
a buVer between these two countries.

Note:

The Sikh Federation (UK) is a non-governmental organisation. It is based on the “miri-piri” principle,
the Sikh principle that temporal and spiritual goals are indivisible.

The Federation has expanded its work into Europe and is striving to provide the Sikhs with a much needed
voice at an international level. Next year it will be seeking consultative status with the United Nations.

The Federation’s aims and objectives are to work closely with each of the main political parties in the UK
to promote relevant issues set out in the Sikh Agenda for the UK Government.

The Federation currently has around 75 branches with individual members in towns and cities throughout
the UK. Over 180 member organisations have aYliated to the Sikh Federation (UK) including Gurdwaras
and groups working with young people, women and older people.

The Sikh Federation (UK) is in a position to claim and justify itself as one of the most important Sikh
organisations in the UK.

Annex A

SELF-DETERMINATION AS A HUMAN RIGHT AND ITS APPLICABILITY TO THE SIKHS

Importance of Self-Determination; its Inter-relationship with “Individual” Human Rights

1. This paper identifies that self-determination claims are not just founded in international law but that
self-determination is in fact a basic human right on which other human rights depend and whose
implementation is a duty of the international community.

2. Despite becoming a cornerstone of international law, some commentators contend that self
determination claims are something purely within the realms of politics. In addition, there is the vilification
of proponents of self-determination, often perpetrated by states like India, which results in self-
determination activists being labelled extremists or even terrorists.

3. Furthermore, this paper aims to provide the reasoned basis for the international community
recognising and defending the application of self-determination to the Sikhs. By doing that the international
community is not committing itself to any particular outcome—that is something for the Sikhs and the
process of international law to determine—but it will take a principled stand based on the rule of law and
that, in itself, will be a substantial contribution to resolving the Punjab conflict in a peaceful, just and
lawful manner.
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Self-Determination is Key to World Peace

4. The global reality of our times is that most of the armed conflicts at the moment are between groups
in a state or between a group and the state—not between states themselves. Most of these conflicts involve
both a “collective” struggle for freedom/liberation/ autonomy but also systematic violations of “individual”
human rights such as genocide and other crimes against humanity, such as extra-judicial killings,
disappearances, torture, rape and illegal detention.

5. Thus resolutions of these armed conflicts—and of those which are not yet armed conflicts—will depend
on decisions concerning the right of self-determination; the nexus between the exercise of self-determination
and respect for individual human rights should therefore be apparent to all (In India alone there are such
conflicts in Kashmir, Panjab, Nagaland, Manipur, Assam and other regions).

6. The importance of self-determination in the geo-political global landscape is especially crucial in South
Asia which hosts the greatest concentration of self-determination based claims and the greatest risk of the
use of weapons of mass destruction amid a nuclear weapons race in the region. The possibility of a
humanitarian catastrophe has been widely recognised.

7. In March 2000 US President Bill Clinton referred to this region as “the most dangerous place in the
world”. There followed a year long “eyeball to eyeball” military standoV on the Indo-Pak border in 2002–03
and despite recent attempts at normalisation, the risk of a disastrous conflict is still unacceptably high.

8. In September 2003, while addressing the UN General Assembly, Pakistan’s President, General Pervez
Musharraf, referred to the dispute over Kashmir, a dispute which the UN has recognised as essentially a
matter of self determination when it called for a plebiscite back in 1948. The President called it the “world’s
most dangerous dispute”—a reference to the nuclear weapons both countries possess.

9. The future of world peace will depend on a proper treatment of these claims for collective rights. This
paper will, inter alia, show how the international law of self-determination provides the essential key to
peaceful conflict resolution. A UNESCO sponsored conference of legal experts held in Barcelona in 1998
concluded that self-determination, as a right that is exercised by democratic means would be a major
contribution to the prevention and resolution of conflicts. It made clear that link with individual human
rights and called upon the international community to act: “Peace cannot exist in states that lack legitimacy
or whose governments threaten the lives or well being of a section of the population. The international
community, its members and institutions have an obligation to act where international law, including
human rights and especially the right to self-determination is violated”.

Legal Obligations

10. It is important to recognise that self-determination is now an established legal right and that all states
are obliged to respect that right. Art.(3) of both the International Covenant on Civil and Political Rights
1966 (ICCPR) and the International Covenant on Economic, Social and Cultural Rights 1966 (ICESCR)
provides that every State has

— the obligation to “promote the realization of the right of self-determination” and

— “the duty to respect this right in accordance with the provisions of the [United Nations] Charter”

11. This paper will describe how self-determination has, especially since the establishment of the UN,
been central to the development of international law.

What are Human Rights?

12. This paper will demonstrate how self-determination has become recognised as the basis for all other
human rights. Before dealing with specific human rights we need to consider the nature and origin of the
concept of human rights generally as this informs us about the broader purpose of humanitarian law.
Historical events which helped frame the current thinking on human rights include the American Revolution
and the French Revolution in the 18th century, both of which show that the essence of particular rights is
the underpinning foundation of freedom and government by the consent of the governed. In these two
Declarations human rights are deemed universal rights shared by the whole of mankind. Sovereignty resides
in the people, not in artificial constructs.

13. The American Declaration of Independence of 1776 states:

“We hold these truths to be self-evident, that all men are created equal, that they are endowed by
their Creator with certain unalienable rights, that among these are life, liberty, and the pursuit of
happiness. That to secure these rights, governments are instituted among men, deriving their just
powers from the consent of the governed.”
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14. In the midst of the French Revolution, the French constitutional convention adopted in 1789 the
“Declaration of Human and Citizens’ Rights,” which states:

“Men are born and exist free and with equal rights. The purpose of all political unions is to preserve
men’s inalienable natural rights. These rights are freedom, ownership, security and opposition to
repression. All principles of sovereignty reside in the citizens. Liberty means the ability essentially
to take any actions without hurting others”.

15. Despite the ideals espoused in these two declarations, human rights continued of course to be
mercilessly violated in various regions of the world due to oppressive regimes, the evil of colonialism and
wars (including the two World Wars). It was only after World War II that the notion of “universal human
rights” became widespread. The Universal Declaration of Human Rights was adopted by the UN General
Assembly in 1948. The preamble of this Declaration states:

“. . . recognition of the inherent dignity and of the equal and inalienable rights of all members of
the human family is the foundation of freedom, justice and peace in the world . . . .”

16. It was declared that the aYrmation of human rights as universal rights common to all mankind,
regardless of any diVerences in race, national origin, religion and class, is the foundation of freedom, justice
and peace in the world.

17. The International Covenant on Civil and Political Rights adopted by the UN General Assembly in
1966 achieved three important outcomes in the development of human rights. It:

— defined in detail the substance of human rights;

— laid down obligations on each signatory state to promote the observance of human rights; and

— placed the right of self-determination at the start of the document—in Article 1—giving it
PRIMACY amongst human rights.

What is Self-Determination and how is it a “human right”?

18. The legal basis, substance and application of self-determination will be analysed in this section. In
order to consider the right of self-determination and its application in more detail, this paper will illustrate
matters by considering the case of the Sikhs in what is today Indian controlled East Punjab.

19. For the Sikhs, it is crucial that the issue of self-determination is now properly considered in relation
to their situation for, whilst it is obvious to any serious observer that it is linked inextricably with the gross
violations of (individual) Sikh human rights by the Indian state, they are disturbed by what has been a
worrying tendency amongst the outside world to avoid the underlying causes of the conflict. It is no
coincidence for them that no resolution to the conflict has emerged.

Self-Determination as a concept

20. The concept of self-determination is conveyed by the following words of a judge of the International
Court of Justice which he used in a leading case involving self determination:

“It is for the people to determine the destiny of the territory and not the territory the destiny of
the people.”

Judge Dillard, International Court of Justice Western Sahara case I.C.J. Rep. 1975,12,121

21. Furthermore, self-determination is a process, not an outcome. The international community’s
application of self-determination to the Sikhs does not require an endorsement of any particular outcome—
it is the process itself that will produce an outcome.

22. Sikh scripture: Within Sikh scriptures self-determination is an inherent article of the Sikh faith,
enshrined in the instruction:

Now, the Merciful Lord has issued His Command.

Let no one chase after and attack anyone else.

Let all abide in peace, under this Benevolent Rule [13]
Page 74 Siri Guru Granth Sahib

Self-Determination as a Human Right in International Humanitarian Law

23. The UN Charter. The UN Charter was signed on 26 June 1945 and put the self-determination of
peoples at the heart of its purposes.

— Article 1—UN Charter—The Purposes of the United Nations are: “To develop friendly relations
among nations based on respect for the principle of equal rights and self-determination of peoples,
and to take other appropriate measures to strengthen universal peace”.
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— Article 55

“With a view to the creation of conditions of stability and well-being which are necessary for
peaceful and friendly relations among nations based on respect for the principle of equal rights
and self-determination of peoples, the United Nations shall promote:

— higher standards of living, full employment, and conditions of economic and social progress and
development;

— solutions of international economic, social, health, and related problems; and international
cultural and educational co-operation; and

— universal respect for, and observance of, human rights and fundamental freedoms for all without
distinction as to race, sex, language, or religion.”

— Article 56

“All Members pledge themselves to take joint and separate action in cooperation with the
Organization for the achievement of the purposes set forth in Article 55”.

24. The International Covenant on Civil and Political Rights 1966.

This was adopted and opened for signature, ratification and accession by UN General Assembly
resolution 2200A (XXI) of 16 December 1966. The Covenant entered in to force on 23 March 1976.

25. It provides that the States Parties to the Covenant,

— Considering, in accordance with the principles proclaimed in the Charter of the United Nations,

— Considering the obligation of States under the Charter of the United Nations to promote universal
respect for, and observance of, human rights and freedoms,

— Agree upon the following articles:

1. All peoples have the right of self-determination. By virtue of that right they freely determine
their political status and freely pursue their economic, social and cultural development.

2. All peoples may, for their own ends, freely dispose of their natural wealth and resources
without prejudice to any obligations arising out of international economic co-operation,
based upon the principle of mutual benefit, and international law. In no case may a people be
deprived of its own means of subsistence.

3. The States Parties to the present Covenant, including those having responsibility for the
administration of Non-Self-Governing and Trust Territories, shall promote the realization of
the right of self-determination, and shall respect that right, in conformity with the provisions
of the Charter of the United Nations.

26. The right has been declared in other international treaties and instruments and has now for a long
time been generally accepted as a norm of current international law. The 1970 Declaration on Principles of
International Law (adopted by the UN General Assembly), which stated the internationally agreed basic
principles of international law, clarified the contents of this right when it stated:

“that subjection of people to alien subjugation, domination and exploitation constitutes a
violation of the principles [of equal rights and self-determination of peoples], as well as a denial of
fundamental human rights, and is contrary to the Charter of the United Nations.”

27. The UN Human Rights Committee (the UN body established to monitor the implementation of the
1966 International Covenants) has stressed that the right of self-determination is absolutely fundamental to
the protection of individual rights because:

“the right of self-determination is of particular importance because its realization is an essential
condition for the eVective guarantee and observance of individual human rights for the promotion
and strengthening of those rights. It is for that reason that States set forth the right of self-
determination in a provision of positive law in both Covenants [the ICCPR and the ICESCR] and
placed this provision as article 1 apart from and before all of the other rights in the two
Covenants.”

28. The right of self-determination is therefore considered, at the very highest levels of international law
and aVairs, as an essential condition in the protection of individual rights. The rationale for this is clear; if
peoples (as a collective) are being subjected to oppression they are not in a position to have any of their
individual rights protected.

Who has the right of Self-Determination?

29. Who are the “peoples” to whom the right applies? Experts in international law have generally agreed
(in 1989 UNESCO developed a definition specifically for the purpose of identifying the holders of the right
to self-determination) that the following factors apply in defining a “people” or a “nation”:

— common historical tradition;

— racial or ethnic identity;
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— cultural homogeneity;

— linguistic unity;

— religious or ideological aYnity;

— territorial connection;

— self-identification: the element of self-identification by a group as a “people” (a subjective process)
was recognised as a “fundamental criterion” of the definition of “peoples” in the ILO Convention
concerning Indigenous and Tribal People in Independent Countries 1989 and is the main reason
that no permanent and universal objective definition of “peoples” can be discerned. Indeed, the
drafters of Article 1 of the two International Human Rights Covenants substituted “peoples” (a
plural word) for “nations” because “peoples” was considered to be the more comprehensive term:
the word “peoples” was understood to mean peoples in all countries and territories, whether
independent, trust or non-self-governing. It was thought that the term “peoples” should be
understood in its most general sense and that no definition was necessary.

30. Sikhism, the youngest and fifth largest of the major world faiths was born in Punjab in 1469. The
Sikhs, with a unique spiritual and temporal philosophy (the miri piri principle), together with a distinct
linguistic and cultural tradition, developed in to an indigenous, freedom loving sovereign nation that first
secured political power in the form of an independent state in 1710, after suVering centuries of foreign
invasions and alien domination. The larger sovereign Sikh state established in 1799 was recognised by all
the world powers as a subject of international law and was party to several Treaties with the British. That
the Sikhs satisfy the definition of a people or a nation is beyond doubt and no sensible commentator has
ever attempted to suggest otherwise. As well as being recognised as a people or a nation by others the Sikhs,
crucially in the context of the criterion of self identification, see themselves as such. This self-identification
as a nation is fundamental to the current analysis.

31. A powerful expression of this self-identification is also apparent from the preamble of the historic
“Anandpur Sahib Resolution” of 1973 which became the basis of Sikh demands for autonomy in India until
the escalation of Sikh demands following India’s military assault on the Golden Temple in Amritsar in June
1984. The Resolution was passed on 17 October 1973 by the Working Committee of the Shiromani Akali
Dal (which was then recognized as the political voice of the Sikhs).

32. Anandpur Sahib Resolution “Whereas the Sikhs of India are a historically recognised political nation
ever since the inauguration of the Order of the Khalsa in the concluding year of the 17th century, and
Whereas, this status of the Sikh nation has been internationally recognised and accepted by major powers
of Europe and Asia, France, to wit, England, Italy, Russia, China, Tibet, Persia, Afghanistan, Nepal and
the Company Bahadur, Fort William, Calcutta, till the middle of the 19th century, and again by the
outgoing British and the Hindu Congress and the Muslim League of India in the middle of the 20th century”.

33. It is useful to note the following in the context of how Sikhs not only see themselves as a nation but
how they are also seen as such by independent observers:

— The British House of Lords in 1983 (Mandla v Dowell Lee) recognised, in the context of
establishing whether the Sikhs were an ethnic group for the purposes of the UK Race Relations
Act, that the Sikhs as separate ethnic group, religion and a Nation after making an assessment of
their history, language, culture and sense of nationhood.

— The Jathedar of the Akal Takht (Joginder Singh Vedanti), in a conference held at the British House
of Commons in November 2002, gave an unequivocal aYrmation of Sikh nationhood. The
Jathedar of the Akal Takht has a significant role in Sikhism and his role is to protect the
sovereignty of the Akal Takht (the home of temporal authority in Sikhism). The Sikh Times—
November 2002 reported the statement as follows:

“AKAL TAKHT JATHEDAR IN UK PARLIAMENT: REAFFIRMS SIKH
NATIONHOOD”

Historic Declaration made at Westminster Conference.

“In a pivotal moment for the treatment of Sikhs in international aVairs Singh Sahib Joginder Singh
Vedanti, Jathedar Sri Akal Takht Sahib, told a packed Conference hosted by MPs of the UK
parliament that Sikhs are a distinct Nation. He went on to state that it is time the world recognised
this and accorded the Sikhs their rightful status and full national rights. According to the Jathedar,
this was the only way that the Sikh Nation could take up its rightful place in the community of
nations.”

34. Whilst the Sikhs are clear about their nationhood, they find that it is denied by the Indian State and
the Indian political class which are not prepared to allow the Sikhs anything akin to national rights.

35. The Indian constitution even denies Sikhism separate recognition as a religion for legal purposes—
an aVront that is widely seen as a deliberate act of suppression of the Sikhs. Article 25 Indian Constitution
reads as follows:

“Article 25 Freedom of conscience and free profession, practice and propagation of religion
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1. Subject to public order, morality and health and to the other provisions of this Part, all
persons are equally entitled to freedom of conscience and the right freely to profess,
practice and propagate religion.

2. Nothing in this article shall aVect the operation of any existing law or prevent the State
from making any law—

(a) regulating or restricting any economic, financial, political or other secular activity
which may be associated with religious practice;

(b) providing for social welfare and reform or the throwing open of Hindu religious
institutions of a public character to all classes and sections of Hindus.

Explanation I: The wearing and carrying of kirpans shall be deemed to be included
in the profession of the Sikh religion.

Explanation II: In sub-Clause (b) of clause (2), the reference to Hindus shall be
construed as including a reference to persons professing the Sikh, Jaina or Buddhist
religion, and the reference to Hindu religious institutions shall be construed
accordingly”

36. There is also a refusal to recognize Sikh nationhood in the Indian media. It is enlightening to see how
the Akal Takht Jathedar’s comments in the UK House of Commons (see above) were reported in the
Tribune—the report refers to “identity” and makes no mention of “nationhood”:

“TRIBUNE NEWS SERVICE

VEDANTI: SIKHS HAVE SEPARATE IDENTITY

Amritsar, December 7. Addressing the House of Commons in England, Giani Joginder Singh Vedanti,
Jathedar Akal Takht declared that Sikhs had distinct, separate identity. Talking to the Press, at his oYcial
residence here today, Jathedar Vedanti said that this statement was made by him in reply to the question
whether Sikhs were part of Hinduism or enjoyed separate identity.”

To what situations does Self-Determination apply?

Colonial Situations

The right of self-determination applies to all peoples in colonial situations. This position was upheld by
the International Court of Justice in the Namibia case and there is nearly uniform State practice consistent
with its application to colonial territory.

Non-Colonial Situations

There have been transparently expedient eVorts on the part of those who fear self-determination (unitary
states made up of reluctant peoples who never consented to their current political status) as to whether self-
determination can be applied to non-colonial situations. Certainly the focus of the right in the Declaration
on Granting of Independence to Colonial Countries and Peoples 1960 was on “the necessity of bringing to
a speedy and unconditional end colonialism in all its forms and manifestations”. This restrictive
interpretation has however become rightly discredited both by subsequent international law and by state
practice.

International Law

37. Since 1960 not one of the major international instruments which have dealt with the right of self-
determination has limited the application of the right to the colonial situations. For example,

— as we have already, seen common Article 1 of the two International Human Rights Covenants of
1966 applies the right to “all peoples” without any restriction as to their status and the obligation
is on all States, “including those having responsibility for the administration of [colonial]
Territories”.

— Article 20(2) of the African Charter refers to both “colonised or oppressed people” as having
the right.

— In its General Comment on Article 1 of the International Covenant on Civil and Political Rights
the Human Rights Committee also makes evident that:

“the obligations [under Article 1] exist irrespective of whether a people entitled to self-
determination depends on a State party to the Covenant [ie are in colonial territories]. It
follows that all States parties to the Covenant should take positive action to facilitate
realization of and respect for the right of peoples to self determination.”

38. State practice. This also supports a broader application of the right of self-determination beyond
strictly colonial confines.
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— There has been widespread acceptance that the right applies to the Palestinians, to the blacks in
South Africa, to the blacks in former Southern Rhodesia; and to other territories such as Tibet.

— In the Treaty on the Final Settlement With Respect to Germany 1990, which was signed by four of
the five Permanent Members of the Security Council, it was expressly mentioned that the “German
people, freely exercising their right of self-determination, have expressed their will to bring about
the unity of Germany as a State”, despite the fact that neither East nor West Germany was a
colony.

— It has also been applied by States in the context of the break-up of the former Soviet Union and
the former Yugoslavia, with the European Community’s Declaration on the Guidelines on the
Recognition of New States in Eastern Europe and in the Soviet Union of 16 December 1991
referring expressly to self-determination.

— East Timor seceded from Indonesia in a UN led exercise in self determination.

39. In fact, the substantial increase in membership of the United Nations in the 1991–92 period is a
reflection of this broader application of the right of self-determination to non-colonial situations.

India’s Position on the Scope of Self-Determination

40. On ratifying the 1966 Covenants India made a Reservation [UN Doc. ST/HR/5, 1987,9.] to the eVect
that the right of self determination pertains only to “peoples under foreign domination”; it is not relevant
with regard to “sovereign independent States or to a section of a people or nation—which is the essence of
national integrity”.

41. India only made that Reservation on the basis that it was acknowledging that its position was at
variance with the generally accepted view that self-determination in fact applies to ALL peoples. France,
Germany and the Netherlands objected to the Reservation on the ground that self determination applies to
ALL peoples but India insisted on making that Reservation.

42. Subsequently, the Human Rights Committee (the UN monitoring body in respect of the 1966
Covenants) stated in its 1997 review of India’s compliance [CCPR/C/79/ Add.81. 04/08/97] with Article 1
which deals with self-determination that it “invites the State party [India] to review these reservations and
declarations with a view to withdrawing them, so as to ensure progress in the implementation of
the rights . . .” India has not made any such withdrawal.

43. As can be seen from the forgoing analysis, India’s position is contrary to the law of self determination.
Whilst India may have an expedient interpretation of the law to suit its own needs, it is nevertheless bound
by international law and the international community must insist that the law is upheld.

Territorial Integrity—A bar on Self-Determination?

44. A part of the general limitation on the right of self-determination is the specific limitation of territorial
integrity. The 1970 Declaration of Principles of International Law provides that the right of self-
determination shall not “be construed as authorising or encouraging any action which would dismember or
impair, totally or in part, the territorial integrity or political unity of sovereign and independent States”.
This limitation is an extension of the desire in most societies to create a social and legal system which is
relatively stable. In the international community, dominated at it is by States, the stability desired primarily
concerns territorial boundaries.

45. However, the territorial integrity limitation cannot be asserted in all situations:

— The Declaration of Principles of International Law provides that only “States conducting
themselves in compliance with the principle of equal rights and self-determination of peoples . . .
and this possessed of a government representing the whole people belonging to the territory
without distinction as to race, creed or colour” can rely on this limitation.

— After the recognition by the international community of the disintegration as unitary States of the
Soviet Union and Yugoslavia, it is now the case that any government which is oppressive to
peoples within its territory may no longer be able to rely on the ground of “territorial integrity”
as a limitation on the right of self-determination. So for example India in relation to Punjab,
Kashmir, Nagaland etc—cannot succeed in limiting the right of self- determination on the basis
that it would infringe that State’s territorial integrity as it has, in relation to those situations, clearly
oppressed the subject peoples.

46. The level of oppression of the Sikhs in Punjab and elsewhere in India (especially during the period
1984 to 1995) has been severe and has left Sikhs in India and the Diaspora Sikhs traumatised. A detailed
analysis of the abuses does not fall within the scope of this paper but the fact that state policy led to the
following atrocities and the fact that no one is being held accountable for them is key to the question of
“oppression” for the purposes of this point:

— The Indian army’s full scale assault on the Golden Temple complex (including the destruction of
the Akal Takht—the centre of Sikh sovereignty) and the killing of thousands of devotees in a
notorious act of genocide and desecration which extended to 38 other major Sikh shrines in June
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1984 (the media were banned from Punjab which was sealed oV during the operation). The Sikh
Reference Library housing irreplaceable items from Sikh heritage was deliberately torched by
the army.

— The butchering of over 20,000 Sikhs across India in November 1984 in pogroms activated after
the assasination of Indira Gandhi.

— The “dirty war” waged by security forces in Punjab since 1984 which has seen leaders of the Sikh
freedom movement, their supporters and families killed oV (or “disappeared”) in the tens of
thousands, with their bodies being secretly cremated in order to hide evidence. The central
government set up a massive fund to enable “rewards” to be given to those who, by whatever
means, eliminated the widespread use of torture and rape to terrorise Sikhs in to political
submission.

— The enactment of “black laws” ostensibly to deal with a terrorist threat but which were used to
give the security forces complete impunity for their abuses—at one stage these measures included
the suspension of the right to life.

— The elimination of many human rights protectors, including lawyers, who dared to speak out
against the atrocities.

47. Respected international human rights organisations such as Amnesty International and Human
Rights Watch, as well as the UN Special Rapporteur on Torture, have been banned from Punjab (and still
are). Nevertheless witness testimony has allowed these groups to document the atrocities; even to this day
their calls for appropriate legal action to be taken against the perpetrators of the atrocities are ignored by
the Indian state and, as a result, the terror is maintained.

48. The “territorial integrity” objection to groups seeking to exercise self-determination by means of
secession is only arguable if a State has not oppressed the peoples living within it and where those peoples
have had their political and human rights respected in the constitutional set-up in that State. Observers of
the recent history of the Sikhs will be aware that the “territorial integrity” objection cannot be aVorded to
India and that must be a factor in any process of applying the process of self-determination to the Punjab
conflict.

Internal and External Self-Determination

49. The right of self-determination is often divided into two aspects: “external” and “internal” self-
determination. In a world order based on state entities, the international community has naturally preferred
self-determination to be, where possible, exercised within existing states (internal selfdetermination) but it
has recognised that, where there is a deliberate denial of such arrangements to claimants, there must be scope
to exercise the right by other means (external self-determination).

50. External self-determination concerns directly the territory of a State—its division, enlargement or
change—and the State’s consequent international (“external”) relations with other States. The application
of external self-determination is seen in the three main methods for exercising the right of self-determination
mentioned in General Assembly Resolution 1541(XV):

— emergence as a sovereign independent State;

— free association with an independent State; or

— integration with an independent State.

51. Importantly, it can be seen in this Resolution that the right of self-determination does not imply that
independence, or secession from an independent State, is the only, or even the necessary and appropriate,
means of exercising the right. There may be other structures or arrangements that satisfy the demands of
those who exercise the right of self-determination.

52. Internal self-determination. The “internal” aspect of the right concerns the right of peoples within a
state to choose their political status, the extent of their political participation and the form of their
government, ie a state’s “internal” relations are aVected. The potential for the wide application of internal
self-determination was stated in the 1970 Declaration on Principles of International Law, as it is provided
that only “a government representing the whole people belonging to the territory without distinction as to
race, creed or colour” can be considered to be complying with the right of self-determination. The exercise
of this right can take a variety of forms, from autonomy over most policies and laws in a region or part of
a state (such as the canton system in Switzerland); to a people having exclusive control over only certain
aspects of policy; such as education, social and/or cultural matters. The type of arrangements applicable to
any given situation will usually depend on the constitutional order of the state concerned and may challenge
the present centralised structure of most states.

53. The Sikhs have, since 1947, made substantial eVorts aimed at securing “internal self determination”
within India. That is a matter which has been recorded in a great deal of literature about the Punjab problem.
Although it is beyond the scope of this paper to analyse those eVorts in detail, some of the most well known
circumstances of those eVorts are:
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— 1947 and India’s broken promises to the Sikhs. India’s founding fathers had given numerous solemn
promises that their freedom and dignity would be safeguarded. Jawahar Lal Nehru had said that
“the brave Sikhs of Punjab are entitled to special consideration. I see nothing wrong in an area set
up in the north of India wherein the Sikhs can also experience the glow of freedom” (Lahore
Bulletin, 9 January 1930). These promises were conveniently forgotten after the British left and the
Sikhs were dismissively told by the same Nehru that the “circumstances had now changed”.

— Rejection of India’s centralised Constitution by the Sikhs. S. Kapur Singh MP speaking in the Indian
Parliament on 6 September 1966 described how the Sikhs had never accepted in the Indian
Constitution. He told of how Mahatma Gandhi and Pandit Jawaharlal Nehru gave the Sikhs a
solemn assurance that after India achieves political freedom no Constitution shall be framed by
the majority community unless it is freely acceptable to the Sikhs. This promise was then reduced
into a formal Policy Resolution of the All India Congress Committee. Afterwards, this Policy
Resolution was repeatedly reiterated, oYcially and semioYcially, throughout the period up to
August 1947. When in 1950, the Constitution Act of India was enacted and the Constitution failed
to deliver any safeguards or political rights for the Sikhs as a people or nation, the accredited
representatives of the Sikhs the Shiromani Akali Dal declared vehemently and unambiguously in
the Constituent Assembly that: “The Sikhs do not accept this Constitution: the Sikhs reject this
Constitution Act”. The spokesmen declined to append their signatures to the Constitution Act as
a token of this clear and irrevocable rejection. The Sikhs as a people have never accepted that
constitution.

— The Anandpur Sahib Resolution. Passed by the Working Committee of the Shiromani Akali Dal,
Ludhiana, Punjab, 17 October 1973 set out the basis on which the Sikhs were prepared to accept
a political union within India, as a federal state:

“The Central Government should confine its authority only to defense, foreign aVairs, general
communications and currency and rest of the subjects should be handed over to the States
and in this case particularly to Punjab”.

This demand for internal self-determination was pursued through decades of peaceful protest
and attempts at negotiation with the central government. The demands were never seriously
considered and appear now, given the recent history of the conflict between the Sikhs and
India, to be too little too late in any event.

— Natural resources. Over 70% of Punjab’s precious water resources are being appropriated by other
states within India, without any payment or other consideration. As an overwhelmingly agrarian
state which is suVering from acute water shortages (experts predict Punjab will become a desert
within 20 years if current utilisation continues), the region and its people are being denied their
own crucial natural resources. The appropriation is contrary not only to established riparian laws
(the recipient states are non-riparian) but also a violation of the law of self-determination which
provides that no people should be denied there natural resources. Recently, the Punjab state
government passed the Punjab Termination of Agreements Bill 2004 in an unprecedented move
to cancel all water “sharing” arrangements imposed by the central government. It is likely that the
Indian Supreme court will set aside that move at the behest of the central government. The
economic future of the Sikh homeland is being destroyed but their protests have not been heeded.

— Declaration of Khalistan issued from the Akal Takht Sahib on 29 April 1986. The Sarbat Khalsa
(national gathering of the Sikh nation) held at the Akal Takht Sahib in Amritsar on 26 January
1986 freely resolved that the establishment of an independent sovereign Sikh state was the only
means of protecting Sikh national rights. This was the basis on which the leaders of the Sikh
freedom movement declared independence by way of the Declaration of Khalistan issued from the
Akal Takht Sahib on 29 April 1986. The Sikh leadership involved in making of the Declaration
have been killed in fake encounters and the freedom movement has been suppressed by the use of
force in a blatantly illegal manner. Senior Indian security oYcials openly defend that approach on
the basis that the “niceties” of international legal norms will not be allowed to get in the way of
an overwhelming political imperative of crushing the separatists and their sympathisers.

54. The scale of the state terror in Panjab has left a traumatised population and a political void where
not only is there no settlement of the conflict but no oYcial recognition of it. The absence of largescale
political activism today is not a sign of normality—it is a circumstance that a leading human rights defender
in Panjab has described as the “peace of the graveyard” (Ret’d Justice Ajit Singh Bains, Chair of the Punjab
Human Rights Organisation, addressing British MPs in the House of Commons on 5 November 2003).

55. The Sikh demands for autonomy or internal self-determination were not only rejected by the Indian
State; Indian politicians responded by criminalising Sikh aspirations and trying to neutralise them by the
use of force (state terrorism), eventually on a massive scale. Estimates as to the number of Sikhs killed since
1984 range from between 150,000 to 200,000.
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56. Experts on self-determination aver, unsurprisingly, that when INTERNAL self-determination is
violently rejected and crushed with state terror, the oppressed peoples or nations have little option but to
seek remedy via EXTERNAL self-determination. As we have seen, the international law formulation on
self-determination underpins that view. That is the basis on which the Sikhs themselves have raised the
demand for an independent state.

How is the right to Self-Determination exercised?

57. Given that the right of a “people” or “nation” is based on their “freely determined” wishes, it is no
surprise that the classic mechanism for implementing that right is the use of a plebiscite. This was seen in
the original UN resolutions on Kashmir in 1948 and the more recent UN led independence process for East
Timor. The Sikhs have not of course been oVered the opportunity but it is interesting to note that the former
UK Indian High Commissioner, Kuldeep Nayar has admitted that if, after the horrors of 1984, the Sikhs
were given a plebiscite they would have gone for Khalistan.

58. The question moves to how such a plebiscite may be brought about in Panjab and it is here that the
international legal system is flawed as there is not available to claimants of collective human rights a forum
to bring their claim for adjudication. The Human Rights Committee has been limited in its ability to
consider claims brought by peoples alleging violations of their right of self-determination because the
Optional Protocol to the ICCPR allows only “individuals” to bring claims. In fact, none of the major
international human rights tribunals has had to consider directly a claim alleging the abuse of the right of
self-determination.

59. In the absence of an eVective standing tribunal to adjudicate these claims it falls on the political will
of the international community to deal with claims in the UN and this is where claimants must focus their
energies. The subjugation of a universal human right, enshrined in international law, to a political process
as imperfect as the UN is a tragedy which explains why many self determination claimants have sadly felt
it necessary to resort to other means to pursue their goals. It cannot be right that such a flawed system be
allowed to remain and international lawyers are exploring the establishment of a permanent tribunal that
would adjudicate claims. Until that happens it will probably be a political process that will lead to any
successful pursuit of the legal right of self-determination and it is therefore crucial for the international
community to assess claims in a principled and neutral manner.

Conclusions

60. Self-determination is now recognised as the bedrock of all human rights in international law; without
self-determination all individual human rights can be breached with impunity. Furthermore, self-
determination is a key to the resolution (and prevention) of scores of violent conflicts which invariably have
a massive cost in terms of human life and development. The purposes of the UN (maintenance of
international peace and security) will be served directly if the law of self-determination is universally
implemented and South Asia is a region that seems particularly in need of conflict resolution by that means.

61. Notwithstanding the (deeply unimpressive) arguments of India that self-determination cannot apply
to peoples in independent States, the international community must move beyond passive acceptance of the
use of force to crush lawful claims to exercise the right of self-determination. The Sikhs today look to
international intervention to secure their lawful rights. In words of Marino Busdachin, General Secretary
of the Unrepresented Nations and Peoples Organisation, in a speech to MPs and Sikh representatives in
the British Parliament in May 2004: “The international community, its members and institutions have an
obligation to act where international law, including human rights and the right to self-determination is
violated as seems to be the case in relation to the Sikhs in their homeland. The time to act is now.”

62. This paper has demonstrated how the Sikhs, as a nation, have a lawful right to self-determination. It
will simply not do for those who claim to operate within international law to deny this. It is hoped that the
international community will recognise this in order to take forward the cause of peace and justice and the
rule of law in South Asia.

Annex B

EARLY DAY MOTIONS (EDMs) RELATING TO SIKH HUMAN RIGHTS TABLED
RECENTLY IN THE HOUSE OF COMMONS

1. The following four Early Day Motions (EDMs) have been raised recently in the House of Commons
concerning the genocide of Sikhs in June 1984, the November 1984 pogroms against tens of thousands of
innocent Sikhs and abuse of Sikh human rights by the Indian authorities over the last twenty years.
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EDM 664—20th Anniversary of the Storming of the Golden Temple Complex

That this House notes with sadness the 20th anniversary of the June 1984 assault by the Indian army on
the Golden Temple complex, the Sikhs’ holiest shrine, where sacred buildings and historic artefacts were
destroyed or damaged beyond repair; further notes that the unprecedented action using artillery and tanks
took place on one of the most important days in the Sikh calendar, when there were huge numbers of
pilgrims in attendance, which resulted in thousands of innocent Sikhs being killed in cold blood, many with
their hands and feet bound, including women and children; is appalled that scores of other Sikh Gurdwaras
were stormed by the Indian army throughout Punjab and that thousands of Sikhs were arrested, tortured,
and killed, including children; recognises that these actions by the Indian authorities continue to have an
immeasurable impact on Sikhs throughout the world; and extends its sympathy and support to the law-
abiding, hard working, and well respected international Sikh community.

EDM 663—Violation of Human Rights of Sikhs in India

That this House notes and applauds the eVorts of human rights activists in India to highlight atrocities,
including false imprisonment, torture, deaths in custody, extra-judicial executions and disappearances,
perpetrated against Sikhs in the last 20 years; further notes that it is estimated that over 250,000 Sikhs have
been murdered and/or disappeared since June 1984; is deeply concerned that 20 years later the Indian
Government continues to deny full access to Punjab to international human rights groups and to the UN
Rapporteur on Torture; regrets that thousands of families are still waiting to know the fate of relatives who
have disappeared; and calls on the Prime Minister, on behalf of the estimated 700,000 Sikhs in the United
Kingdom, to lead the international community in demanding full access to Punjab to international human
rights groups and the UN.

EDM 662—20th Anniversary of November 1984 Attacks on Sikhs

That this House notes with sadness the 20th anniversary of the November 1984 pogrom against thousands
of innocent Sikhs in a matter of days in cities across India; further notes that Sikhs became the target of
organised violence with murderous gangs swarming into Sikh houses, hacking the occupants to pieces,
chopping oV the heads of children, raping women, tying Sikh men to tyres set aflame with kerosene and
pulling Sikh passengers from public transport to be lynched or burned alive; recognises that Amnesty
International in a memorandum to the Government of India, complained that far from being spontaneous
expressions of popular grief and anger as made out by the authorities, the killings were the outcome of a
well organised plan marked by acts of both deliberate commission and omission by important politicians
of the Congress and by authorities in the administration; believes that investigation and criminal
proceedings are long overdue; and calls upon Her Majesty’s Government to take the lead in the international
community to establish an independent UN inquiry into the failure of successive governments in India to
take suYcient actions against those responsible for the events of November 1984.

EDM 1890—Anniversary of Anti-Sikh Pogroms

That this House remembers with sadness the 20th anniversary of the November 1984 anti-Sikh pogroms
when thousands of innocent Sikhs were killed or injured across India; notes with pleasure the many positive
changes that have since taken place in India where the current Prime Minister is a Sikh; and expresses the
hope that the Government of India will continue to pursue the path of reconciliation in relation to those
events by instituting an inquiry into them that can bring closure to the victims and relatives of those who
suVered at that time.

2. 135 diVerent opposition and backbench UK MPs from across the political spectrum supported these
EDMs demonstrating considerable concern by elected representatives and calling for action from the UK
Government and the international community.

3. At the end of the 2003–04 Parliamentary Session the motions had been signed by 71 Labour MPs, 39
Conservative MPs, 20 Liberal Democrat MPs, 2 Ulster Unionist Party MPs, 1 Scottish National Party MP,
1 Plaid Cymru MP and 1 Independent Conservative MP. In addition, the Sikh Federation (UK) has received
letters and messages of support from over 40 members of the Labour Government, including Cabinet
Ministers, Junior Ministers and Parliamentary Private Secretaries that are unable to sign EDMs due to
Parliamentary protocol.

Annex C

A SELECTION OF PARLIAMENTARY QUESTIONS RAISED ON SIKH HUMAN RIGHTS IN
THE HOUSES OF PARLIAMENT IN THE LAST FEW YEARS

Mr Ancram: To ask the Secretary of State for Foreign and Commonwealth AVairs:

1. what representations have been made by Her Majesty’s Government encouraging the Indian
Government to grant access in the Punjab to the UN Special Rapporteur on Torture
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2. what representations his Department has made to the Indian authorities with regard to
encouraging the granting of access to the Punjab by international human rights groups.

Baroness Cox: To ask Her Majesty’s Government whether they will raise with the Government of India
the case of Davinder Singh Bhullar, who reportedly has been sentenced to death.

Mr Ancram: To ask the Secretary of State for Foreign and Commonwealth AVairs what representations
his Department has made to the Indian authorities in the last six months concerning the case of Professor
Davinder Singh Bhullar.

James Plaskitt: To ask the Secretary of State for Foreign and Commonwealth AVairs, what discussions
he has had with the Indian Government about investigations into the attacks on Sikhs in Delhi in 1984.

Annex D

AMNESTY INTERNATIONAL URGENT ACTION APPEAL RELATING TO PROFESSOR
DAVINDERPAL SINGH BHULLAR

UA 21/03—Imminent Execution/Unfair Trial

INDIA—Davinder Pal Singh Bhuller (m)

Amnesty International is concerned that Davinder Pal Singh Bhuller may be facing imminent execution.
His death sentence, handed down in an apparently unfair trial, was upheld by the Supreme Court in August
2002. His only hope of clemency now lies in a mercy petition filed with the Indian President, A J P Abdul
Kalam, who has the power to commute the sentence.

Davinder Pal Singh Bhuller was sentenced to death on 29 August 2001 after being found guilty of
involvement in the 1993 bombing of the Youth Congress OYce in the capital, New Delhi. Twelve people
were killed and 29 injured in the blast. Davinder Pal Singh Bhuller sought political asylum in Germany, but
was forcibly returned to India, where he was arrested on arrival at New Delhi airport in January 1995.

There are serious concerns that Davinder Pal Singh Bhuller may not have been given a fair trial. He was
arrested under the now-lapsed Terrorist and Disruptive Activities (Prevention) Act, which has no provision
for appeals to the High Court. He was found guilty solely on the strength of an unsubstantiated confession
he made in police custody, allegedly under intense police pressure, which he later retracted. A second
defendant in the case was acquitted because the only evidence against him was Davinder Pal Singh Bhuller’s
confession.

Davinder Pal Singh Bhuller appealed against the death sentence in December 2001, but the appeal was
rejected by a three-member bench of the Supreme Court. This was not a unanimous decision, because the
most senior of the three judges found the accused not guilty and directed that he should be released. In
general, in cases of a split decision, the death penalty is not handed down. However, while the Supreme
Court was considering Davinder Pal Singh Bhuller’s appeal, armed militants attacked the Lokh Sabha (the
lower house of the Indian parliament) on 13 December 2001. Observers believe that heightened rhetoric
about the threat of “terrorism” in India and a hardening of government policies may have influenced the
judges’ decision.

A review petition was filed in the Supreme Court in December 2002, questioning the legitimacy of the
rejection of Davinder Pal Singh Bhuller’s appeal. The review petition was heard by the same three judges,
who upheld their original decision. It was again a majority decision, with the same senior judge again
expressing dissent.

RECOMMENDED ACTION: Please send appeals to arrive as quickly as possible, in English or your
own language:

— urging that the President immediately commutes the death sentence imposed on Davinder Pal
Singh Bhuller;

— pointing out the controversial nature of the two decisions made by the Supreme Court;

— expressing unconditional opposition to the death penalty as a violation of the right to life and the
right not to be subjected to cruel, inhuman or degrading treatment or punishment, and
emphasizing that the death penalty has never been shown to have a special deterrent eVect;

— reminding the President of the United Nations (UN) Commission on Human Rights resolution of
April 1999 that governments should establish a moratorium on executions.
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Annex E

HUMAN RIGHTS VIOLATIONS IN INDIA

US State Department 2005 Report

The US State Department in its latest India Country Report points out that numerous serious problems
remain in India. “Significant human rights abuses included: Extrajudicial killings, including faked encounter
killings, custodial deaths throughout the country, and excessive use of force by security forces . . . ; torture
and rape by police and other agents of the Government; poor prison conditions; arbitrary arrest and
incommunicado detention . . . ; continued detention throughout the country of thousands arrested under
special security legislation; lengthy pre-trial detention without charge; prolonged detention while
undergoing trial; occasional limits on freedom of the press and freedom of movement; harassment and arrest
of human rights monitors.”

The report also refers to; “Punjab’s Human Rights Commission (PHRC) in 2002–3 received 995
complaints of human rights violations.” It further states: “During the year, Human Rights Watch (HRW)
commended the Committee for Coordination of Disappearances in Punjab (CCDP), a Punjab-based human
rights organization, for its 634-page report documenting 672 of the ‘disappearance’ cases currently pending
before the National Human Rights Commission.”

Press statements from Human Rights Watch and Amnesty International

Human Rights Watch (HRW) and Amnesty International both continue to issue press statements on the
human rights situation in India. Human Rights Watch in its press statement “India: Prosecute Killers of
Sikhs—End two decades of impunity” called for an end to political protection for organisers of violence
against tens of thousands of Sikhs. Amnesty International in its press statement “India: Punjab—Twenty
years on impunity continues” urged the Indian authorities to ensure that the perpetrators of the violence
carried out against the Sikh community, in 1984, be brought to justice. Amnesty International also called
on the Indian authorities “to end impunity for perpetrators of human rights violations carried out in Punjab
state between the mid 1980’s and 1990’s. Until justice is delivered to victims and their families the wounds
left by this period remain open.”

Amnesty International report—India: Break the cycle of impunity and torture in Punjab

Amnesty International issued a 60-page report “India: Break the cycle of impunity and torture in Punjab.”
This detailed the torture and custodial violence that continues to be regularly reported in Punjab. Amnesty
International found that regular incidents of torture and custodial violence in the Punjab occur even today.

The Amnesty International report highlighted the continuation of serious human rights violations due
to the way the police and the criminal justice system function in Punjab. Amnesty pointed to the fact that
virtually none of the police oYcers responsible for a range of human rights violations—including torture,
deaths in custody, extra-judicial executions and “disappearances” have been brought to justice, creating an
atmosphere in which state oYcials appear to believe that they can violate people’s fundamental rights with
impunity.

Amnesty International pointed out that “thousands of families were still waiting to know the fate of
relatives who have ‘disappeared’. Until justice and truth is delivered to these families, the wounds . . . will
remain open.” Amnesty issued a Public Statement expressing solidarity with the families of those
disappeared in Punjab.

Human Rights Advisory Group 2004 report—Twenty years on—A call for action

The Human Rights Advisory Group of the Panjabis In Britain All-Party Parliamentary Group recently
released a report “Twenty years on—A call for action”. The report reflects the views of UK MPs. At the
launch of the report one MP describing the report said “it’s horrifying, it chills your blood and it’s worth
reading, it’s a very sobering report”.

The report concludes by recommending the following measures be taken by the international community:

— A UN investigation should be set up to investigate the persistent failure of successive Indian
Governments to ensure the prosecution of those alleged to be responsible for to the killings and
destruction. That UN initiative should require the Indian authorities to:

— Take action against those responsible including proportionate criminal sanctions

— Ensure that the victims (or their families) are adequately compensated and provided for

— Appropriate sanctions (trade and diplomatic) should be applied, both by the UN and by individual
states, in case of default by the Indian authorities in relation to these UN requirements.
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— All Governments should ensure that those reportedly responsible for these gross human rights
violations are denied entry to their respective States until such time they have been subjected to
the due processes of investigation and criminal proceedings. Failure to do this will encourage a
sense of impunity for the perpetrators. If any such persons are found to have entered the territory
of any State, consideration should be given to prosecuting those persons under applicable local
and international law.

— Threats of violence and intimidation against those championing the rights of the victims and their
families and seeking prosecution of the guilty should be roundly condemned. The international
community must require India to secure the safety of human rights defenders so that justice can
be done.

The recommendations in this report demonstrate the strength of feeling of UK Members of Parliament
from all the main political parties about the need for action against India.

October 2006

Written evidence submitted by Amnesty International

Amnesty International is a worldwide membership movement. Our vision is of a world in which every
person enjoys all of the human rights enshrined in the Universal Declaration of Human Rights. We promote
all human rights and undertake research and action focussed on preventing grave abuses of the rights to
physical and mental integrity, freedom of conscience and expression and freedom from discrimination.

Amnesty International welcomes the inquiry by the Foreign AVairs Committee into the regional and
international role of India. We submit our views below on the human rights record of India and make some
suggestions regarding actions on the part of the UK government.

Summary

Impunity in the context of India is a serious overriding concern for Amnesty International. It is widely
acknowledged that the criminal justice system is crippling despite the Government of India’s claims
internationally that it has a strong judiciary. Discussions and recommendations for police reform have been
circulating for the last 25 years. The Supreme Court has recently issued orders to the state governments to
implement guidelines on police reform but many state governments have either not replied or have asserted
that these recommendations are not binding on them. Corruption, nepotism and political interference—
amongst other factors—continue to impede the delivery of justice particularly to marginalized groups
including indigenous peoples (ie adivasis), dalits, minority religious groups (Muslims, Christians and Sikhs).
The government continues to describe violations as aberrations (which they claim can be dealt with by its
own domestic checks and balances) rather than admitting that there is pattern of violation.

Quasi-governmental bodies including the National Human Rights Commission, National Commission
for Women, National Commission for Minorities, National Commission for Castes and Tribes and
National Commission for Backward Tribes continue to lack the necessary teeth, resources and mandate to
seriously address human rights violations and to provide redress to victims of human rights violations. The
government often responds to incidents of mass human rights by establishing Commissions of Enquiry,
whose recommendations are not binding and which often take years to complete investigations.

In the last few months Amnesty International has witnessed the undermining of the National Human
Rights Commission (NHRC) through the passing of various amendments.

The National Human Rights Commission—Protection of Human Rights Act

In August 2006 Amnesty wrote to the Government of India outlining its concerns at the passing of various
amendments to the Protection of Human Rights Act, 1993 (PHRA) that governs the mandate of the
National Human Rights Commission. There have been calls from national and international bodies for the
strengthening of the NHRC since the mid 1990’s (the NHRC was set up in 1993). We believe that the
amendments passed in the recently passed monsoon session of parliament have—despite claims—failed to
include the various recommendations made by civil society groups as well as a government constituted
Committee set up to the review the PHRA.

When interacting with the NHRC (prior to the passing of the amendments), oYcials from the
Commission have tried to aYrm the NHRC’s ability to protect human rights—despite the shortcomings of
the Act—by referring to their de facto approach to overcome these limitations. This approach has meant
that personalities dictate the level of response from the NHRC. Amnesty has observed that since its
establishment some NHRC chairpersons have read the Act as widely as possible, while others have—as
under the current Chair (Justice Anand)—interpreted the Act very narrowly. This has had the eVect of
undermining the protection of human rights. This was particularly evident in 2004 when the Advisory
Council of Jurists (ACJ—the body of legal experts advising the Asia Pacific Forum for National Human
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Rights Institutions (APFNHRI)) suggested focusing its annual discussion paper on torture and the role of
NHRI’s in combating it for the 2005 Asia Pacific meeting of National Human Rights Institutions. The
Indian NHRC responded at the consultative stage by asserting that it should be excused from any
recommendations of the ACJ deriving from the UN Convention Against Torture and the provisions of the
Rome Statute, as India is party to neither. Such attempts by the NHRC to withdraw from furthering the
human rights agenda is of extreme concern to Amnesty.

One positive development arising out of the recent Bill is the amendment regarding NHRC visits to
prisons. Previously the NHRC’s intention to visit had to be intimated to the authorities. The Bill now allows
for the NHRC to visit such premises without their prior permission. However, this provision does not extend
to all places of detention (including interrogation centres run by the army).

Some of our key concerns regarding the NHRC’s functioning and amendments:

— The NHRC cannot independently investigate human rights abuses by the army or the
paramilitary. Section 19 allows the NHRC to only seek a report from the Central Government on
allegations of human rights violations by the armed forces (and not conduct an investigation of
its own) thus confining it to the government’s version or more usually the version of events given
by the alleged perpetrators themselves. The Committee’s recommendations said that the NHRC
should be able to investigate violations by paramilitaries and not armed forces which was clearly
a compromise given the call by human rights organisations for independent scrutiny of both.
However the amendments fail to address even investigation of excesses by paramilitaries.

— The non-inclusion of an amendment to allow the NHRC to instigate its own independent
investigations has the eVect of rendering the NHRC incapable of eVectively combating impunity
for abuses committed by the armed forces, particularly those forces operating under special
legislation in areas of conflict—including Jammu and Kashmir and the North East of India.
The UN Human Rights Committee when examining India’s third periodic report on its
implementation of the ICCPR in 1997, similarly expressed its concern about this limitation in its
concluding observations:

“The Committee regrets that the National Human Rights Commission is prevented by Clause 19
of the Protection of Human Rights Act from investigating directly complaints of human rights
violations against the armed forces, but must request a report from the Central Government . . .
The Committee recommends that these restrictions be removed.”

— Amnesty is particularly concerned that when questioned Government spokespersons have
responded to allegations of human rights violations by the army operating in armed conflict states
by referring to the presence of the NHRC and its ability to inquire into such allegations—which
is clearly not the case.

— The Commission is not permitted to take cognizance of complaints over a year old. This provision
is extremely problematic as many victims approach the NHRC as a last resort, after using other
mechanisms such as local courts which may delay their approach to the NHRC to well beyond a
year. The Advisory Committee recommended that the NHRC be allowed to inquire into any
matter provided it was satisfied that there had been suYcient reason for not filing a complaint
within the said period. This has not been taken on board.

— Amnesty has noted an amendment to the Act which empowers the Chairperson of the NHRC—
in addition to the Commission (understood by Amnesty as members of the Commission)—to
delegate powers and functions to the Secretary General of the NHRC. Amnesty understands that
a retired civil servant or police oYcer is often directly appointed by the government to the post of
Secretary General, thereby undermining the independence of the Commission.

— 14 out of 25 State Human Rights Commissions have been set up so far. Their performance varies
enormously and there are many concerns about their ad-hoc functioning (lack of a standard
investigative procedure being one of them) as well as the lack of resources including investigative
staV, the lack of human rights expertise amongst members, lack of financial independence, the lack
of responsiveness to individual complaints and the failure of recommendations to be pursued or
implemented.

Punjab

The NHRC’s handling of impunity issues in Punjab is of particular concern to Amnesty. We strongly
believe that instead of investigating the central issue—responsibility for unlawful deprivation of life—the
NHRC has operated within self-imposed limitations, confining itself to matters of financial compensation.
Amnesty remains extremely disappointed and concerned over the fact that the NHRC despite having had
the opportunity over the last 10 years to address the genuine concerns of the victims have instead worked
within narrow limits with regard to the area and scope of inquiry. It further sends out the wrong message
to perpetrators of human rights violations and strengthens impunity.
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A brief chronology of the key dates regarding the handling of the matter by the NHRC are listed below.
However it is important to highlight that without domestic human rights organisations incessantly
advocating the cause of the victims it is very unlikely that the NHRC decision would have even reached
this far.

In April 1995 the Committee for Information and Initiative on Punjab, a non governmental human rights
organisation petitioned the Supreme Court for an investigation into allegations that Punjab Police had
carried out secret cremations of hundreds of “unclaimed” bodies in the crematoria of Amritsar district. It
was alleged that some of the bodies were those of people who had “disappeared” in police custody and had
been extra-judicially executed during the period of militancy experienced in the state. The Central Bureau
of Investigation (CBI) was entrusted by the Supreme Court to carry out investigations and having analyzed
the evidence available in three crematoria in Amritsar found that 2,097 bodies had been illegally cremated
by police, 585 of which were fully identified, 274 were partially identified and 1,238 were unidentifiable. The
CBI indicated that it was ready to initiate prosecutions against police oYcials in several cases but did not
make it findings public, arguing that disclosure could hamper further investigations and would cause
embarrassment.

In December 1996 the Supreme Court ordered the National Human Rights Commission to examine the
CBI’s findings in accordance with the law” and “determine all the issues”. The Supreme Court order requires
the NHRC to:

— comprehensively investigate a suspected pattern of human rights violations in Punjab;

— after detailed inquiry, make recommendations in relation to the perpetrators’ criminal
responsibility or liability; and

— provide for appropriate compensation for the surviving family members of the victims.

In February 1999, Amnesty wrote to the NHRC calling for an urgent review of its decision on 13 January
1999, to limit the investigation to cremations at three sites in Amritsar district and thereby overlooking the
fundamental issues of a pattern of enforced disappearances and extrajudicial executions throughout Punjab.

On 18 August 2000, the NHRC agreed with the Punjab government’s proposal to oVer compensation of
100,000 Indian Rupees to the families of 18 victims, without investigating the issue of responsibility for
unlawful deprivation of life. The eighteen families rejected this oVer. In November 2004 the NHRC
announced a total award of 250,000 Indian Rupees each to 109 families in whose cases police admitted
custody of next of kin, but again no individual responsibility was determined and no inquiry into facts of
the cases was conducted and has in fact been deliberately avoided.

According to latest reports the NHRC now wants to close the case after determining the compensation.
Amnesty is extremely disappointed at this outcome. The NHRC has sent a clear message in its handling of
the case and to victims of human rights violations—it will not substantively deal with the issues related to
impunity and that justice will only be dispensed in the form of monetary compensation.

Security Legislation

Amnesty International has for years expressed its concern at the use of draconian security legislation in
India—enacted at both the central as well as state level—which has invariably and disproportionately been
used against peaceful political opponents, human rights defenders, minorities and marginalized sections of
Indian society.

Amnesty International acknowledges that every government has a right and duty to take measures to
ensure the security of its citizens. However, security concerns (more recently framed within the US led “war
on terror” discourse) should never jeopardize people’s right to exercise fundamental human rights as
established in international standards including the International Covenant on Civil and Political Rights to
which India is a state party as well as the range of non-treaty human rights standards which together
constitute an international framework for human rights protection.

Terrorist and Disruptive Activities (Prevention) Act

In 1987 the Government enacted TADA—the Terrorist and Disruptive Activities (Prevention) Act. The
Act was allowed to lapse in May 1995. During those eight years, thousands of people were arbitrarily
arrested, detained and tortured under it. TADA was used to crack down on political opponents and human
rights defenders. It was finally allowed to lapse, following widespread allegations of misuse and harsh
criticism about its misuse and harsh criticism from national and international human rights organisations,
United Nations (UN) human rights mechanisms, the National Human Rights Commission (NHRC),
lawyers and even government ministers and oYcials themselves. However Amnesty still continues to receive
reports of individuals being extradited or returned to India and then being arrested under TADA charges
or individuals having TADA charges retrogressively applied against them.
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Prevention of Terrorism Act (POTA)

The Prevention of Terrorism Ordinance (POTO) was enacted by the Bharatiya Janata Party (BJP) led
National Democratic Alliance in October 2001—following the attacks in New York and Washington DC
in September 2001. The Ordinance faced stiV opposition from human rights activists as well as political
groups as it was never introduced into parliament for discussion. The Act gave the police a whole set of
sweeping powers of arrest and detention—in eVect reinstating a modified form of TADA. For example, it
included provisions undermining the right to be free from arbitrary detention, torture and ill treatment and
the right to be free from arbitrary detention.

In March 2003 the BJP led government announced that a Review Committee was being set up and that
cases which were registered under the Act would be reviewed by a central government committee. The
Committee was due to finish its review of cases by September 2005. However the review process itself has
come under question with several state governments questioning its authority and asserted that the state
prosecutorial authorities have the power to reject the committee’s findings.

The Act was nevertheless repealed by the Congress led UPA government in September 2004 after
acknowledging that it was “grossly misused” and that there had been “grave abuses under the act” during
the three years it was in force. Examples of its misuse include various reliable reports about the discriminate
use of POTA against the Muslim minority in Gujarat. There are a number of reports that suggest that 200
individuals are detained under the Act as against the government’s oYcial figure of 87.

Despite its repeal individuals are still being held under the Act. There is conflicting information about the
numbers of people who are still being held under the Act. According to the government despite the repeal
of the Act, 135 such persons are still in jail. Human rights activists insist that at least 400 persons remain
under detention. Amnesty can verify that a minimum of 265 persons remain under detention, either without
a trial or at pre-trial stage.

Despite the repeal Amnesty is concerned that the some of the problematic provisions of the Act have been
incorporated into the Unlawful Activities (Prevention) Act.

Armed Forces Special Powers Act

AI has been concerned about human rights violations by security forces operating in states of the North-
East as well as human rights abuses by the numerous armed opposition groups there. Human rights
violations include torture (including rape), extra-judicial execution, disappearances and illegal detention.
AI additionally has concerns about special legislation under which security forces operate in the region,
notably the Armed Forces (Special Powers) Act.

The 1958 Armed Forces Special Powers Act (AFSPA) remained in force in “disturbed areas” including
large parts of the north-east. The Act is also in force in Jammu and Kashmir but the main piece of legislation
used in Jammu and Kashmir is the Public Safety Act (on which Amnesty has also published a number of
concerns).

A number of provisions contained in the AFSPA breach international standards. The definition of
disturbed areas allows for the suspension of an array of rights guaranteed under the Indian Constitution.
For example, the Act empowers the security forces to arrest people without a warrant and to shoot to kill
in circumstances even where their lives are not in danger. It also grants members of the armed forces
immunity from prosecution for acts carried out under its jurisdiction.

On 2 November 2004 an expert group was formed to look into the “legal, constitutional and moral”
aspects of the Armed Forces Special Powers Act (AFSPA). The Committee submitted their report in June
2005 with a unanimous recommendation of repealing the Act. The recommendation has been made on the
basis that the Unlawful Activities (Prevention) Act, 2004, which is also in force in the area, is adequately
equipped to tackle militancy and insurgency in the North East. The next few months remain crucial in
deciding the future of the Act.

Various army personnel have argued in defence of the Act and have pointed to the list of do’s and don’ts
for security forces which were issued by the Supreme Court in 1997 following the filing of several petitions
by human rights groups who challenged the constitutionality of the AFSPA. Amnesty believes that the list
of do’s and don’ts have proved inadequate, ineVective and counter productive in dealing with excesses by
security forces and in themselves fall short of international standards including provisions of treaties to
which India is a state party.

It should be noted that both the Public Safety Act (implemented in Jammu and Kashmir) and the Armed
Forces Special Powers Act provide immunity for human rights violations, as the acts require that:

“No prosecution, suit or other legal proceedings shall be instituted, except with previous sanction
of the Central government, against any person in respect of anything done or purported to be done
in exercise of the powers conferred by this Act.”

There is also a range of state level legislation which has been enacted in various states in India and contain
a whole set of draconian provisions including the Maharashtra Control of Organised Crime Act, the
Chattisgarh Public Safety Act amongst others.
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Death Penalty

The EU, as a region, has led the world in clearly denouncing the death penalty and setting out that the
execution of the death penalty is a violation of the fundamental right to life. India is among the 76 countries
that retain death penalty.

The last execution in India was carried out in August 2004. The previous executions were carried out in
1995. Seventy-seven people were sentenced to death last year. Amnesty is aware that hundreds of prisoners
have been on death row for years—their exact number is not known.

Information relating to current and past death sentences and executions in India continues to remain
sketchy. The Government of India does not publish the number of death sentences given and executions
carried out. Reports in the Indian media speak, in all, of 55 executions since independence. However, an
Indian human rights group, the People’s Union for Democratic Rights (PUDR), challenged this figure,
when they discovered that hidden in an appendix of a 1967 Law Commission report figures on executions
between 1953 and 1963 had in fact been included. The report cites that 1,422 people were executed between
1953 and 1963 alone. This inclusion therefore challenges the government’s claim that it does not collect such
information. The calls for transparency are in line with European Guidelines as well as recent
recommendations made by the Special Rapporteur on Extrajudicial, Summary or Arbitrary Executions at
a 2005 Commission of Human Rights meeting. He has clearly outlined that secrecy regarding the number
of executions, or the numbers or identities of those detained on death row is incompatible with international
human rights standards and is in itself a human rights violation. He has added that transparency is required
to ensure safeguards which might operate to prevent errors or abuses and to ensure fair and just procedures
at all stages—in the context of India this is particularly important given that the Government maintain that
it the death penalty is applied in the “rarest of rare” cases. Amnesty International India will be publishing
a report early next year that will clearly demonstrate how the “rarest of rare” provision is arbitrarily applied,
inherently discriminatory, and that similar crimes can receive very diVerent sentences.

Amnesty is concerned that given the current political climate in India the demand for a hard hitting
response (ie death sentences) to crime including rape, murder of minors and particularly “terrorist” violence
is only growing. Amnesty understands that the Government of India may be feeling politically compelled
to deal with “terrorist” crime through harsh measures (ie sentencing those convicted of such crimes to death)
to demonstrate that they view the security of its citizens as of primary importance.

A number of death sentences are expected to be passed to those who have been recently convicted of
involvement in the 1993 serial Mumbai blasts.

India is due to witness its second execution since 1996. Mohammad Afzal—an individual convicted of
conspiring to attack the Indian Parliament while in session in December 2001, waging war against India and
murder—was due to be executed on 20 October 2006. The execution has now been deferred while the
President and the Ministry of Home AVairs review the mercy petition.

Amnesty International urge the UK government to:

— call on the government of India to institute an immediate moratorium on executions; and

— call on the government of India to publish accurate and up to date death penalty statistics.

India and International Mechanisms

India has been elected to the newly formed UN Human Rights Council and had strongly supported the
candidacy of Mr Shashi Tharoor for the post of UN Secretary General. However, India has a poor record
of openness to international scrutiny on human rights, including cooperation with UN Special Procedures.
India has not ratified two of the seven main human rights treaties, and has yet to sign key optional protocols:

It has signed but not ratified the UN Convention against Torture and Other Forms of Cruel, Inhuman
and Degrading Treatment or Punishment.

It has not ratified the Convention on the Protection of the Rights of All Migrant Workers and Members
of Their Families.

It has not ratified the Rome Statute of the International Criminal Court.

The Government of India are also overdue in their reporting to several treaties bodies:

International Covenant on Civil and Political Rights: India submitted its third periodic report to the
Human Rights Committee which monitors the implementation of the International Covenant on Civil and
Political Rights (ICCPR) in 1995 and the report was considered in 1997. India’s fourth periodic review
report was due in 2001. This has still not been submitted. They have not signed the Optional Protocol of
the ICCPR and have not signed the Second Optional Protocol aiming for the abolition of the Death Penalty

India has still to submit four periodic reports (the earliest of these reports was due in 1996) to the
Committee monitoring the implementation of the Covenant on Social, Economic and Cultural Rights.

The Government of India has just submitted its report to the Committee monitoring the implementation
of the Convention on the Elimination of Discrimination Against Women (CEDAW). The report is due to
be heard in January 2007.
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The Government of India signed the Convention Against Torture in 1997. Nine years later the CAT still
requires ratification. In discussions with the Government of India, the Law Commission and the NHRC
oYcials informed Amnesty that the main stumbling block to ratifying CAT was centred round the need to
enable domestic legislation. There have been rumours that the Government has been looking to ratify the
Convention by the end of this year.

Entry to India for international monitors: Amnesty believes that the Government of India should be
pressed to grant access to the UN Special Rapporteur on Torture (torture is endemic in India), the Special
Rapporteur on Extrajudicial Executions (commonly known as encounter deaths in India) and the Working
Group on Enforced or Involuntary Disappearances as a matter of priority. While the Special Rapporteur
on Violence against Women visited India in 2000, she was mandated to look only at the issue of traYcking
of women. Amnesty is concerned that issues of violence against women in India are far broader than the
issue of traYcking and that the Government of India may argue that because the Special Rapporteur has
visited this time, there is no need to invite her to assess the broader situation for some time. India remains
reluctant to allow international monitors including Amnesty International to conduct research missions.

The UK government should:

— urge the government of India to ratify immediately the Convention Against Torture; and

— use its influence as a member of the UN Human Rights Council to press the government of India
to allow access to all UN Special Rapporteurs.

Jammu and Kashmir

During its election campaigning in 2002 the People’s Democratic Party Common Minimum Programme
pledged to protect the human rights of its citizens. Since it was voted in, there have been a number of
statements that have gone some way in demonstrating that there will be no tolerance for human rights
violations in the state. In May 2006 AI noted Prime Minister Manmohan Singh’s statement to the army
operating in Jammu and Kashmir that, “It is possible and desirable that you should be firm but humane;
eVective and eYcient; in control but unobtrusive. You must be steadfast in your commitment to human
rights and there should be zero tolerance for custodial deaths.”

Whilst these statements have gone some way in contributing to some improvements on the ground, the
organisation continues to receive consistent reports of grave human rights abuses being perpetrated by both
security forces and armed opposition groups in Jammu and Kashmir.

Members of the security forces and the police allegedly regularly commit torture, including rape, deaths
in custody, “disappearances”, and extrajudicial executions. Amnesty has further noted an ostensible
increase in attacks based on identity—with Hindus and Sikhs being reportedly killed by extremist Islamic
militants (including most recently in May 2006 when 35 Hindus were killed in the remote hamlets of Doda
and Udhampur districts).

On 30 August 2006—the International Day of the Disappeared—the Research Section of the Kashmir
Media Service issued a report in which they asserted that over 10,000 people have disappeared in custody
during the last 17 years. The Association for the Parents of the Disappeared People have reported that
authorities have still failed to provide information to the victim’s families about their whereabouts. The
Association for the Parents of the Disappeared People documented 164 enforced disappearances between
2 November 2002 and 2 November 2005.

There are also a number of outstanding concerns about the functioning of the State Human Rights
Commission. In 2002, Amnesty International understands that in an amendment to the Jammu and
Kashmir Protection of Human Rights Act (which provides the mandate for the SHRC) the SHRC was
stripped of its ability to appoint its technical staV and transferred this power to the government, thereby
seriously undermining the independence of the SHRC.

Amnesty International is further concerned at the statements made by the Chairperson of the State
Human Rights Commission (SHRC) who resigned from the SHRC in August 2006 citing “non seriousness”
of the state government towards dealing with human rights violations. As long as ago as November 2005
the Chair has asserted that insofar as the implementation of the SHRC’s recommendations were concerned,
he was eVectively “whipping a dead horse”. The SHRC J&K annual report of 2004–05 has also highlighted
the “hijacking” of its financial independence, which means that it operates like “any other government
department” leaving it completely at the “mercy of the government”.

Special security legislation, such as the Jammu and Kashmir Public Safety Act, the National Security Act
and the Armed Forces [Special Powers] Act have provisions which fall short of international standards but
even these are not adhered to. There is a concern that the government uses such legislation punitively. In
particular Amnesty is concerned at provisions both within the Criminal Procedure Code of 1973 as well as
the AFSPA and Public Safety Act which provide de jure impunity for human rights violations. Provisions
contained within these Acts mean that members of the armed forces cannot be arrested for “anything done
or purported to be done by him in the discharge of his oYcial duties” and can only be done “except after
obtaining the consent of the Central Government”.
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Widespread impunity both encourages and facilitates further human rights abuses across the state. Of the
dozens of reported violations only a handful of high profile cases have been investigated and, to Amnesty
International’s knowledge, rarely have these resulted in the perpetrators being prosecuted. Victims of
human rights abuses or their relatives who try to pursue judicial redress may face persistent obstructions
and delays. Repeated expressions of concern by the organisation about the high incidence of human rights
abuses and impunity in the state have been met with silence from the authorities.

Amnesty International is closely monitoring talks between India and Pakistan and the ongoing dialogue
with Kashmiri groups. The organisation does not take a position on possible solutions to the issue of
Kashmir; the organisation welcomes any moves that contribute to a climate in which human rights
promotion and protection are more likely to be ensured. Amnesty strongly believes that human rights must
be at the centre of any solution to the Kashmir issue and that whilst understanding that the Government of
India faces grave challenges in Jammu and Kashmir it cannot disregard its obligations under the
International Covenant on Civil and Political Rights.

Amnesty International has for several years had an outstanding request with the Indian authorities for
access to Jammu and Kashmir which has to date been refused.

Amnesty International

October 2006

Written evidence submitted by Christian Solidarity Worldwide

CSW welcomed the commitment issued in the Political Declaration on the EU-India Strategic
Partnership, promulgated under the UK Presidency in September 2005, to “work together to uphold human
rights in a spirit of equality and mutual respect”. The document also iterated a shared high regard for
democracy, pluralism and the rule of law. However, it is deeply concerning that the religious prejudices
inherent within Indian politics have continued to severely damage the societal participation and legal
protection of religious minorities, particularly those of a lower-caste background. This trend appears to
have intensified in recent months, and CSW urges that this issue be given high priority in the relations of
the UK and EU with India.

Context: Caste Discrimination

The ongoing discrimination against Dalits and tribals forms the context for increasing political animosity
towards religious conversions in India. Although impinging on all religious groups, the religiously-
sanctioned caste system is associated primarily with Hinduism. It is perceived by Hindu nationalist or
extremist groups, known collectively as the Sangh Parivar, to be proper to Indian society, and therefore the
embracement of other religions by Dalits and “lower” castes to escape caste discrimination attracts
considerable opposition. India’s Christian population, in particular, is drawn primarily from among the
Dalits and “lower” castes.

Caste discrimination continues to blight India’s political scene and economic development, adversely
aVecting her population of around 160–180 million Dalits and 70 million tribals. The suppression of Dalits
is considerable and wide-ranging, and is well-documented. Not only are Dalits compelled to perform the
most menial and hazardous tasks in Indian society, but Dalits are also the chief victims of human rights
violations such as human traYcking, bonded labour and child labour. The careers of educated, more
influential Dalits are hampered by their caste. Dalits are widely subjected to brutal and degrading assaults
on a broad scale.

The repression of Dalits has a number of diVerent dimensions: political, economic, educational and
religious.

The Function of Religion for Hindu Nationalists

The ideology of “Hindutva” espoused by the Bharatiya Janata Party (BJP) and its parent organisation,
the Rashtriya Swayamsevak Sangh (RSS), continues to deleteriously aVect minority religions, particularly
Christians and Muslims. This ideology encompasses a vision of India as a Hindu nation in which minorities
must assimilate to and revere the Hindu religion, race and culture.

India is a secular state with detailed constitutional provisions for religious rights. Article 25 provides for
freedom of conscience and the right to freely profess, practise and propagate religion. Article 19 further
protects freedom of speech, expression and association. Article 51 imposes a positive duty on citizens to
promote harmony and the spirit of common brotherhood transcending religious boundaries.

However, such ideals remain distant from the political agenda of the opposition BJP, which holds power
in the state governments of Chhattisgarh, Gujarat, Madhya Pradesh and Rajasthan and forms part of ruling
coalitions in Bihar, Karnataka and Orissa. Each of the states in which the BJP holds sole power has either
introduced (in the case of Rajasthan) or strengthened existing anti-conversion legislation in 2006, and there
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exists a correlation between these states and those in which anti-minority violence is at its worst, prompting
widespread suggestions that the nature of BJP governance is facilitating and fuelling anti-minority
prejudices and attacks.

Political commentators in India have increasingly suggested recently that the BJP has developed a special
focus on the issue of religious conversions from Hinduism, as part of its strategy to regain political
ascendancy. The result, in the states in which the BJP holds power, has been the vilification, alienation,
discrimination and persecution of the religious minorities perceived as foreign to Indian culture; that is,
Islam and Christianity. Among the chief victims are the Christian minority, who have suVered widespread
attacks in BJP-administered states, particularly Madhya Pradesh, Rajasthan, Karnataka and Gujarat,
which are often committed with impunity.

The Gujarat government has recently been implicated in the exploitation of religious divisions for political
gain in the state’s Dangs district. In January 2006, Hindutva groups organised the Shabri Kumbh Mela
festival, for the “re-conversion” (literally “homecoming”) of tribals to Hinduism. The state government was
heavily involved in supporting the festival, whose publicity materials scapegoated and vilified Christians, to
the extent of using slogans such as, “Arise Hindus, throw out the Christians” and claiming that “[Christian
missionary activity] has fanned separatist and terrorist activities. The [festival] has been organised to deal
a death blow to such anti-dharmic and anti-national activities”. Christian leaders suggested that the Gujarat
administration employed such means in order to garner political support in a traditionally unsympathetic
area, by promoting a Hindu sense of identity and belonging among the predominant animist and Christian
tribal population. This tactic entailed the vilification of Christians, and there arose legitimate fear of a repeat
of the widespread anti-Christian violence in the area in 1998, which occurred after similar incitement.

The Gujarat administration has also recently oVended the Buddhist and Jain communities by classifying
these as “denominations” of Hinduism, and thereby failing to recognise their distinct religious identities,
under its recent amendment to the currently inactive state anti-conversion law. Legal judgements on the
issue of the religious identity of Buddhism and Jainism have been ambiguous; critics have therefore
suggested that this move represented a positive statement of diVerentiation between religions perceived by
the Gujarat government as “Indic”, and those perceived as “foreign”, namely Christianity and Islam.

Anti-Conversion Legislation

State-level Freedom of Religion Acts, known euphemistically as anti-conversion legislation, are
increasingly becoming a hallmark of BJP administrations. This legislation, all of which is framed according
to a similar pattern, ostensibly aims to prohibit conversions by “force”, “fraudulent means” and
“allurement” or “inducement”, but these categories are defined suYciently loosely that a wide range of
legitimate religious activities may be targeted. The laws also impose legal formalities on religious priests
conducting ‘ceremonies’ for conversion and would-be converts.

In April 2006, the Rajasthan state government passed an anti-conversion law. In July, the Madhya
Pradesh government amended its law to require potential converts to notify district authorities one month
in advance. In August, the government in Chhattisgarh state, which was carved out of Madhya Pradesh and
inherited its anti-conversion law, passed an identical amendment. In September, the Gujarat government
passed an amendment designed to overcome certain legal issues in the inactive anti-conversion law passed
in 2003, and thereby to expedite its implementation.1

In its campaigns for upcoming state elections in Himachal Pradesh and Punjab, the BJP platform includes
a promise to introduce anti-conversion legislation.

Anti-conversion legislation is open to a number of criticisms:

1. It imposes restrictions on the constitutionally or internationally protected rights to freely adopt,
change, profess, practice, teach and propagate religion. Of particular concern are the
requirements upon religious priests to either seek prior permission or to send an intimation to
district magistrates when performing ceremonies for religious conversions, and the imposition
of similar legal formalities upon the potential convert.

2. The conditions under which conversions are construed as illegitimate are defined suYciently
vaguely as to allow a wide range of religious activities, including charity or education, to be
construed as attempts to convert. This leaves such activities in a position of legal vulnerability
and susceptibility to social pressure or, as in many cases, violent assault.

3. The various religious parties and the nature of conversion between them is defined
inconsistently and asymmetrically, leaving some religious groups vulnerable to the unequal
administration of justice. The recent amendment to the Gujarat law defined the Buddhist and
Jain religions as “denominations” of Hinduism, thereby exempting them from the conditions
imposed by the law but failing to recognise their distinct religious identities. The Arunachal

1 In each case, the formal sanction of the respective state governor or national President is still pending.
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Pradesh law specifically targets conversions away from “indigenous” religions, defined as
Buddhism, a form of Hinduism and animism. Past legal judgements in India have given an
“open” and flexible definition to Hinduism, leaving it in a dominant position.

4. The widely-used category of “re-conversions” to Hinduism is excluded from all anti-conversion
laws, with the implication that these carry a certain legitimacy lacked by other religious
conversions. This is compounded by evidence of state government involvement in the
organisation of re-conversion ceremonies, such as in Gujarat in January 2006. The arising
assumption is that the authorities empowered to give permission for religious conversions
would be more sympathetic to these “re-conversions” than to conversions away from
Hinduism.

5. The penal provisions are particularly harsh in the more recent laws, exceeding even those given
for causing death by negligence. In the Orissa, Madhya Pradesh, Chhattisgarh and Gujarat
laws, the penal provisions are increased substantially for those convicted for converting Dalits
and tribals. This is often adduced as evidence that the prevention of the lower castes from
adopting a new faith and thereby leaving the caste system, is a chief aim of this legislation.

Religiously-motivated Anti-Christian Violence

CSW recorded over 90 religiously-motivated violent attacks against Christians between January and
September 2006. Many others are thought to have gone unreported for a variety of reasons. Of those
documented, 23 were in Madhya Pradesh and 18 in Karnataka. Rajasthan has seen a sustained campaign,
supported by the state government, against the institutions of the Emmanuel Mission International, and
inter-communal tensions have persisted in Gujarat. Extremely violent attacks on Christians have also taken
place in Chhattisgarh and Orissa states.

Many attacks have occurred in connection with accusations of forcible conversion, often resulting in the
arrest of the victims under the respective state anti-conversion laws with impunity for the perpetrators.
Christian leaders in Madhya Pradesh have suggested to CSW that the law has contributed to legitimising
violent opposition to any minority religious activities which can be framed as attempts to convert.

Among the most egregious assaults on Christians in India in 2006 have been the following:
In Matiapada village, Orissa, on 16 January, a group of around 15 Hindu extremists, incited and
led by the BJP village head, attacked Pastor Kulamani Mallick and his family before setting fire
to their home. The home was destroyed, along with seven adjacent houses (six of which belonged to
Christians). Other Christians in the village were beaten with sticks and stones or bricks. Kulamani
Mallick, with his cousin Gunanidhi Mallick, attempted to register a case against their attackers at
the local police station. However, police oYcer Jagannath Pareda told them to remove the name
of the village leader from the First Information Report (FIR), and became very angry when they
refused to do so. They were detained and questioned under the Orissa Freedom of Religion Act,
accused of conversion activities. Their interviewer insulted and threatened them because of their
Christian faith. The village leader was never charged for the attack.
In Nadia village, Madhya Pradesh, on 28 May, two Christian women (one of whom was seven
months pregnant) were gang-raped at the instigation of a Hindu village leader, after their husbands
refused to surrender their Christian faith. The day after a rape case was filed, the two women, their
husbands and one other were charged under the Madhya Pradesh Freedom of Religion Act, while
the police initially refused to register a case against the alleged rapists until the intervention of
higher authorities.
In Kosa Nala, Chhattisgarh, on 18 June, Hindu extremists tried to kill Pastor David Raj by
hanging a burning tyre around his neck. The attackers then dragged him to the police station where
he was charged with attempted forced conversion. His wife was also arrested and charged.
Reportedly, two women in the church were tricked into signing a statement accusing Raj and his
wife of oVering them cash and a motorcycle if they converted to Christianity; police had told the
fearful women that they were simply signing a statement to confirm their attendance at church that
morning. However, local Christian sources claimed the accusation was ridiculous, as they were
extremely poor and could not aVord to make such an oVer. The couple were on bail but were
required to report regularly to the police station. Three men were arrested for the attack but
immediately and unconditionally released on bail.

Recommendations to the UK Government

In light of the commitment made between the EU and India to “work together to uphold human rights
in a spirit of equality and mutual respect”, CSW requests that the UK government:

— Strongly encourages the Indian government to proactively uphold the rights of individuals to
“freely profess, practise and propagate religion”, in accordance with Article 25 of the Indian
Constitution, and to proactively uphold the rights of religious minorities.

— Urges for the repeal of anti-conversion legislation in six states across India.
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— Supports the Indian government in urging state governments to fully investigate and, where
appropriate, to convict those implicated in religiously-motivated violence.

— Fully supports current attempts to reform the Indian police force in order to safeguard its
independence from political prejudice and to increase its transparency.

Christian Solidarity Worldwide

October 2006

Written evidence submitted by the Campaign Against Arms Trade

1. The Campaign Against Arms Trade (CAAT) is working for the reduction and ultimate abolition of
the international arms trade, together with progressive demilitarisation within arms-producing countries.

2. India and Pakistan have been engaged in sporadic sectarian and full-scale military clashes for over 50
years. During this time, 850,000 lives have been lost and the numbers are still rising. CAAT is concerned
that the UK continues to promote the sale of military equipment to both countries. Such exports assist the
recent expansion of both the countries’ arms industries and their own arms exports.

3. Years of nuclear and ballistic weapons tests, troop mobilisations and border conflicts, have failed to
provoke an end to arms exports to India and Pakistan. Despite several UN resolutions condemning both
countries for developing nuclear weapons and requesting that countries do not export dual use technology
to the region, there are no EU or UN arms embargoes on either country.

The Military Background

4. India has the world’s third largest army (1.26 million troops), the fourth largest air force, and, in 2005,
spent $23.7 billion on the military. It has both nuclear weapons and ballistic missiles with a range of up to
2,000km.

5. Pakistan has an army of 550,000 troops and an air force of 45,000. In 2005 it spent $3.7 billion on its
armed forces. It also has nuclear weapons and its longest range ballistic missile can reach 1,300km. Both
countries continue to refuse to sign any of the multilateral non-proliferation and disarmament agreements
that oversee testing, developing, manufacturing and use of nuclear weapons.

Supplying the Subcontinent

6. Between 1997 and 2004, India was the leading purchaser of conventional weapons in the developing
world, accounting for just over 10% of developing world arms transfer agreements. (CRS Report for
Congress, Conventional Arms Transfers to Developing Nations, 1997–2004. [2005] Richard F Grimmet p 2,
Congressional Research Service, The Library of Congress) According to the Stockholm International Peace
Research Institute, Russia was India’s largest supplier, transferring major conventional weapons to the
value of $9.9 billion. Israel, France, the UK and the USA were also significant suppliers, along with Ukraine,
Uzbekistan and the Netherlands.

7. Over the same period, Pakistan imported major conventional weapons worth $4.5 billion from its
major suppliers. Nearly $3 billion of this was accounted for by France, China and the USA.

The UK Role

8. The value of recent UK export licences granted for military and dual-use goods to India and Pakistan
is shown in this table.

Year Pakistan (£m) India (£m)

January to March 2006 9 9
2005 18 64
2004 40 351
2003 30 87
2002 15 118
2001 14 63
2000 6 65
1999 12 58

United Kingdom Strategic Export Controls reports, 1997–2005. The figures refer to Single Individual
Export Licences only.
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9. The UK government assesses arms exports against its Consolidated EU and National Arms Export
Licensing Criteria adopted in 2000. However, looking at the situation with regards to India and Pakistan,
the application of the Criteria seems token at best. Most strikingly, the exports would seem to be at odds with
Criterion Four which deals with the Preservation of regional peace, security and stability. It states: “The
Government will not issue an export licence if there is a clear risk that the intended recipient would use the
proposed export aggressively against another country . . .” Though the Government qualifies this by saying
“a purely theoretical possibility” of such use would not necessarily lead to a licence being refused, war
between India and Pakistan is, unfortunately, a very real threat.

10. The two countries have been in conflict over Kashmir since partition in 1947. The testing of missiles
and nuclear weapons since 1998, border skirmishes and terrorist attacks have led to increased tensions in
the area. In 2002 there was a very real danger of a major war. Even then, when the war seemed so likely that
the UK government advised UK citizens that they should leave India and Pakistan, no arms embargo was
imposed.

11. The Criteria are rendered irrelevant because it is clear the priority for the UK government is to
support the arms industry. This policy was highlighted in 2002. When it was revealed that India was
upgrading Jaguar aircraft to fire nuclear weapons, the UK refused to halt the sale of BAE Systems
components that were being used to keep the aircraft airborne and could be used to build the Jaguar delivery
systems (Times, 28.5.02).

India

12. UK government support for arms exports is coordinated by the Defence Export Services
Organisation (DESO), which, in 2005, categorised India as a “priority market”. DESO defines this as a
market where DESO is currently supporting a major export campaign and/or where there are prospects for
high value exports. A DESO oYce in India was established in 1984 and in 2005 five staV were employed
there (Hansard 26.10.05).

13. The largest recent deal has been the £800 million contract for 66 BAE Systems Hawk Jets signed in
2004. Although the Hawk jets were sold as training aircraft they are also advertised as “multi-role”, in that
they can be used eVectively in ground attacks. Though similar to the RAF’s unarmed Hawk trainers, the
Indian Hawks will be able to carry weapons. Jane’s Defence Weekly said that the Hawk contract makes
“special provision for weapons integration, including a gun” (Jane’s Defence Weekly, 8.6.05) and the Times
of India quoted the head of the Indian Air Force as saying it would use the Hawk as “a combat aircraft
should an operational scenario present itself”. (Times of India, 26.5.05) BAE Systems has, according to its
Annual Report, a “growing relationship with India”, including MBDA obtaining an order for Exocet anti
ship weapons during the year.

14. The governments of India and the UK have signed a separate pact to guarantee the supply of jets and
related systems. The deal includes outright purchase of 24 Hawks and manufacturing the remaining 42 jets
by Hindustan Aeronautics Ltd (HAL) after transfer of technology and parts by BAE Systems.

15. The sale of these jets to a country involved in a regional conflict is alarming, but that did not stop UK
government involvement. During 2001 and 2002, when India and Pakistan had mobilised their armies for
war, there were 17 visits by Prime Minister Tony Blair and other UK ministers. Many involved direct
lobbying for the sale of the Hawks. In October 2002, after the major crisis passed, the Indian Prime Minister,
Atal Behari Vajpayee, visited Tony Blair and the latter encouraged India to seek reconciliation with
Pakistan. However, this message was at best mixed given that Tony Blair used the opportunity to promote
the Hawks (Financial Times, 22.10.02).

16. Furthermore, it has been suggested that one reason no arms embargo was placed on India and
Pakistan at the height of the crisis in late May and early June 2002, when a million troops were mobilised,
was the need to preserve the prospects for the Hawk sale. The Guardian (29.5.02) believed that comments
by the Indian Deputy High Commissioner in London were a veiled warning against the imposition of the
embargo. He said: “In any ministry of defence, particularly when thinking about security, an assurance of
supply is absolutely paramount.” The UK’s ability to send a clear, unambiguous message against an
imminent war was undermined by the desire to support an arms company in its attempt to land a major
contract.

17. The Indian government is actively supporting the development of an indigenous arms industry. India
has several state-owned arms companies and a smaller number of private manufacturers. They produce
armaments both in collaboration with international companies, under licence from these companies and
independently.

18. HAL is the largest of the state-owned companies; it mainly supplies the Indian military but also
exports to over 30 countries (http://www.hal-india.com/aboutus.asp). As mentioned above, HAL will be
manufacturing some of the Hawks. HAL has four joint venture companies with overseas companies,
including BAeHAL Software Ltd (BAeHal), a joint venture between BAE Systems and HAL. BAeHAL
make flight control systems, glass cockpit displays, advanced electronic instrumentation systems, flight
warning systems and flight management systems (www.baehal.com accessed 29.3.06).
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19. The government-owned Ordnance Factories Board (OFB) is a major producer, it administers 40
ordnance plants, employing some 138,000 people and producing guns, ammunition and armoured vehicles
(Defense News, 14-20.1.02). Its main customer is the Indian army, but also it exports to Nepal, Thailand,
Malaysia, Germany and Turkey.

20. India hosts two main arms fairs, Aero India and DEFEXPO to which buyers and sellers from around
the world are invited.

Pakistan

21. Pakistan has not been one of the UK’s most important arms export markets, but the the 2005 DESO
Strategic Market Analysis lists it among the middle tier of key markets. DESO co-organised a briefing called
“Doing Defence Business with Pakistan” with the Defence Manufacturers Association in February 2006
(DMA News, March 2006). Over 80 people attended, but plans to have a UK National Pavilion at the
IDEAS arms fair in November 2006 in Karachi do not seem to have materialised.

22. There have been some significant deals. In October 2005, Saab, a BAE Systems “partnership”, signed
a provisional contract worth £400 million to supply airborne surveillance systems to Pakistan (BAE Systems
Annual Report 2005). A Memorandum of Understanding signed between Pakistan and UK to enable joint
military exercises and increase defence collaboration was signed in May 2005. (Guardian, 21.5.05).

23. In 2002, when India and Pakistan were on the brink of war, it was discovered that Alenia Marconi
Systems, then half owned by BAE Systems, was training elite Pakistani pilots and fighter operations
controllers in the use of integrated electronic warfare at a specialist training college in Wales
(http://news.scotsman.com). Additionally, between 1999 and 2002, Marconi Super Skyranger radars were
fitted into Pakistan’s fighter jets (Jane’s Defence Weekly, 16.5.01).

24. Before the “war against terror”, the UK attitude to Pakistan was not always uncritical. Although the
UK decided not to impose an arms embargo following the nuclear tests in 1998, after the military coup in
October 1999 there was a brief period when licences were “frozen”, eVectively delayed (Guardian, 1.12.00).
In October 1999 the Foreign Secretary, Robin Cook, said: “It is important to send a clear message that we
deplore the overthrow of democracy” and that he wanted “a swift and orderly return to democracy and rule
of law.”

25. The freeze on arms sales was controversial within the UK government. In January 2000 a memo
leaked to the Guardian revealed that Robin Cook and International Development Secretary Clare Short
campaigned for a formal embargo but Defence Secretary GeoV Hoon and Trade and Industry Secretary
Stephen Byers were keen to resume sales (Guardian, 12.1.00). Although the political situation had not
changed, 10 months later Foreign OYce minister Peter Hain said: “There has been no arms embargo on
Pakistan we continue to assess export licence applications on a case-by-case basis”. (Hansard, 21.7.00, col
371W). In July 2000, 26 out of the 40 licences that were caught in limbo were approved (Hansard, 5.7.00,
col 221/2W).

26. Like India, Pakistan is developing its own arms industry which is producing both for its own armed
forces and for export. In 2000 it set up the Defence Export and Exhibition Directorate to assist with the
latter. At the IDEAS 2000 exhibition in Pakistan, General Musharraf called for “aggressive marketing” by
the arms industry to increase its exports (Jane’s Defence Weekly, 29.11.00). Asked if there were any countries
to which Pakistan would not export, the IDEAS organiser said there would be no bans: “I don’t think we
have a problem on that score. Maybe Israel we wouldn’t like to sell weapons to.” (Guardian, 7.11.00)

Conclusion

27. The UK government is promoting an international Arms Trade Treaty. This is undermined by its
policy of promoting arms sales, even to countries on the brink of war, and to its licensing of technology
transfers which allow the growth of overseas arms industries. The proliferation of arms and military
technology to countries that are undertaking their own arms export drives is likely only to increase global
arms proliferation and contribute to a more dangerous world. The Government must put the need for peace
and disarmament before the interests of the arms companies.

Campaign Against Arms Trade

October 2006
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Written evidence submitted by UK Trade and Investment

Preface to India

In 2005 “India continued its inexorable rise, and the world took notice.”2

2005 also saw India’s economic indices soar. Indian stock markets have recorded 100% growth in 18
months and Indian FOREX Reserves reached an all time high ($145 billion—about three times the reserves
of the Bank of England). 2005–06 growth will be above 7% illustrating the steady rise of this emerging giant
economy.

But India’s enormous burden of poverty continues (300 million people on less than $1 a day; 350 million
illiterate; more than 40% of all children undernourished). The quality of life is improving in rural India,
helped last year by a good monsoon. The government remains committed to poverty reduction however,
especially improved education and health services.

In addition to tax reform, progress has been made on civil aviation, telecoms, and some of the transport
infrastructure. Fiscal deficits are coming down. But a lot of the reform that the UK is keen to see—financial
sector liberalisation, foreign investment in retail, implementation of the power sector reforms—have not
progressed at a great pace. Democratic realities, in part, constrain the nature and pace of change in India.
The post 1991 liberalisation approach has gone some way to meet the challenge of globalisation but market
access and reform remain at the top of the UK’s trade and investment interest in India.

India remains eighth in our league table for inward investment and more British companies are finding
business partnerships with India.

One key focus for the UK will be on the knowledge economy, S&T cooperation and education links.
India’s future is its young people (54% under 25).

The UKTI’s team in India is one of HMG’s biggest overseas operations. As part of UKTI’s new strategy
for emerging markets, more resources will be allocated to India, including an emphasis on financial markets.

A. Introduction

HMG places extremely high importance on our relationship with India, with trade and investment being
driven at the most senior levels. India is the world’s second fastest-growing major economy and an emerging
global economic force. In the next 10 years it is expected to overtake China as the fastest growing major
economy on a sustained basis. Within 40 years it could be the world’s third largest economy.

UKTI is committed to making UK plc part of this success. India is already the UK’s second largest export
market in Asia Pacific, and the third largest investor in the UK in terms of the number of projects.

B. The Trade Figures

The trade figures between India and the UK show continuing signs of growth with 2005’s export of goods
showing a 25.4% increase on 2004. However, only 1% of the UK’s total trade is with India and UKTI is
playing its part to increase this.

Among the UK’s top six export sectors to India, sales of non-road transport equipment has risen by 68%
from £88 million in 2001 to £147 million in 2005; of general industrial machinery by 83% from £54 million
to £98 million in the same period; and of specialised industrial machinery by 92% from £48 million to £93
million. In all three cases this is faster than the rate of growth of total UK exports to India of 58% over the
four years.

Some trade, such as sales of rough and un-worked diamonds, shows the UK’s strengths as a market and
transport hub; it also reflects Indian strengths, in this case in the cutting of small gemstones. In global terms,
the UK enjoys a strong position in the diamond trading market.

As of 2005, the UK remains the second largest European Union supplier of goods to India: after Belgium
if diamonds are included, and after Germany if they are excluded.

Analysis of our imports from India also signals the openness of the UK economy and recognition of the
benefits of globalisation for UK consumers. UK Company success in India can be found in almost every
sector, from architecture to pharmaceuticals, to franchised UK retail operations. Joint ventures exist in
aerospace, automotive components, energy (oil, gas and bio-diesel) and nanotechnology.

The Committee should note that the Government is engaged in regular dialogue with the Government of
India to recognise the benefits of removing barriers to foreign participation in important sectors. We
continue to lobby the Government of India for increased liberalisation in those sectors where the UK leads
the world, such as retail, financial, legal and business services, both bilaterally through the annual ministerial
meeting under the Joint Economic Trade Committee process.

2 Sir Michael Arthur, British High Commissioner to India, Annual Review 2005.
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A new trend in the UK-India business relationship is the growth of India as in investor into the UK. A
very significant level of new investments are UKTI assisted. UKTI’s Inward Investment eVorts in India aim
to improve the competitiveness and economic prosperity of the UK by identifying, actively encouraging and
facilitating high quality Indian inward investment into the UK, focusing particularly on “knowledge driven”
industry sectors including: ICT (Software services, IT enabled services, telecom software); Biotech,
Pharmaceuticals & Healthcare; Automotive/Advanced Engineering; Creative Industries; Food and Drink
Processing.

It is important to recognise however, that the UK has also been investing in India and that some of this
investment has taken place over a long period of time. Many UK businesses are long established in India
and their reinvestment levels are significant. The new, and growing, UK investment in India will increase as
India liberalises further.

The Indian net Foreign Direct Investment position in the UK was estimated to be £186 million at the end
of 2004, compared with a UK net FDI position of £1,674 million in India. This latter figure has more than
tripled from £532 million at the end of 1996. Some of the figures are sourced from the Indian Government.
Unremitted profits are included in the net foreign direct investment flows published by the OYce for
National Statistics.3

C. UK Trade and Investment Activity in Relation to India

Although there is a strong and extensive public sector in India, India is essentially a free market economy
underpinned by the common law system. English is the language used by the courts, and by big business.
Most areas of the Indian economy are open to foreign direct investment, albeit with certain restrictions in
some cases. The two main non-defence sectors still closed to FDI are legal services and retail. There is some
prospect of the retail sector being opened and we are working in support of liberalisation of the legal services
market as well.

There are many established links between Indian and British business and considerable respect for UK
capability in diVerent areas of business and education. In this respect, British business comes to India with
a head start on other countries.

At the same time, geographical distance from the UK, extensive bureaucracy and continuing problems
with corruption make India a challenging market, especially for relatively inexperienced exporters. UKTI
has an important role to play in assisting UK companies to achieve business success in this market.

D. Barriers to Trade and Investment in India

There are a number of issues aVecting UK companies seeking to do business in India that have required
extensive lobbying from UKTI’s Team India. They are real and current illustrations of the barriers to trade
and investment faced by UK Companies when seeking to do business in India. These barriers include caps
on foreign ownership (eg 26% in insurance sector), double taxation, heavy import duties eg on Scotch
Whisky, protracted legal cases, petty and more systemic corruption, bureaucracy and non-payment.

E. UKTI Activity in India and the UK

E1. UKTI in India

With representation in nine cities, India is UKTI’s second largest overseas network.4

As part of the new strategy, UKTI has restructured. There is no longer a division between investment and
trade. The new “Business Directorate” is adopting an approach that develops relationships with UK and
foreign companies on a sectoral basis. This unified approach is also being reflected in our diplomatic posts
in India where the trade and investment teams have merged. UKTI will continue to emphasise the proactive
search for inward investment leads aimed at companies that have the potential to add the highest value to
the UK economy.

As part of UKTI’s new strategic focus on emerging markets, India is a high priority and the team will be
strengthened as resources are released from other markets. We aim to deliver more by focussing on high
value/high impact work and by outsourcing work that can be delivered as eVectively by others. The Budget
of 2006 formalised UKTI’s mandate to make representations on behalf of large UK corporates for major
business propositions. This approach will also include a project to engage with established businesses to help
them to develop a strategy for emerging markets, including India.

3 See NAO’s Business Monitor MA4 Foreign Direct Investment, tables 2.2 and 5.2 available at http://www.statistics.gov.uk/
downloads/theme–economy/MA42004.pdf.

4 72 staV in nine British High Commissions and Trade OYces. It is important for the FAC to note that UKTI resources include
the British High Commissioner and his Deputies across South Asia, as well as our dedicated commercial teams.
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E2. UKTI International Group (INT)

Key Mechanisms:

— Joint Economic Trade Committee.

— Indo-British Partnership Network.

E2.1 JETCO

JETCO was established in 2005 as part of the UK-India Prime Ministers’ Initiative to strengthen bilateral
relations. This ministerially-led committee meets annually in order to discuss specific issues arising out of
our economic co-operation and to identify opportunities to enhance bilateral trade and investment in
traditional and non-traditional areas. UKTI acts as the Secretariat to the JETCO on the UK side, and is
responsible for acting on the Committee’s agreed recommendations. Ministers and oYcials maintain regular
dialogue on issues of concern to business.

The second full JETCO meeting took place in London on 31 January 2006, with the third due to take
place in Delhi on 16 January 2007.

E2.2 Indo-British Partnership Network (IBPN)

The IBPN is a business led organisation, which aims to encourage and support UK businesses,
particularly SMEs, to do business in India. The IBPN also aims to identify issues that prevent or discourage
UK firms from trading with India. It is managed by a board drawn from the private sector. Membership of
the Network is open to British and Indian companies of all sizes. There are currently approximately 200
individual members of the IBPN.

The original Indo-British Partnership was launched by the then British and Indian Prime Ministers, John
Major and Narasimha Rao, in 1993. In subsequent years the work of the IBP fell away primarily because
the expected benefits to British companies following the initial liberalisation of the Indian economy were
not being realised.

In 2002, Tony Blair and Atal Bihari Vajpayee (the then Indian Prime Minister) renewed the commitment
to strengthen the bilateral relationship through the New Delhi Declaration, which was signed in Delhi in
January 2002. Lord Karan Bilimoria, the CEO of Cobra Beer, was appointed the UK Co-Chair of the IBP in
2002. With the support of UKTI he has created a new business led organization, the Indo British Partnership
Network (IBPN). UKTI have provided start up costs, primarily to fund the board secretariat.

The IBPN Board of Directors has played an increasingly valuable role as the voice of business in relation
to India and directly in the JETCO process. The Board is developing a business plan, which will enable the
IBPN to increase their membership and business activity. The role and scope of the IBPN will be driven by
its private sector membership.

E3. UKTI Business Group (BG)

The development of India’s service sector, including the business process outsourcing industry, IT
solutions providers, creative industries and software research, have attracted international attention.
However, modernisation and upgrading is taking place across a much broader range of areas, including the
automotive sector, other areas of engineering, chemicals and heavy industry. India is a priority market for
all BG sectors. Some of our sector teams operate regionally eg automotive is based in the West Midlands.
The British High Commissions and British Trade OYces also have sector specialists.

India is a priority market for UK Trade & Investment’s inward investment activity. The team in India
is supported from UKTI in London, handling issues such as research and client delivery. UKTI’s inward
investment team work in close partnership with the UK Development Agencies under the guidelines laid
down by the Committee for Overseas Promotion, which is the forum under which the UK inward investment
eVort is managed. The development agencies that have oYces in India are Scottish Development
International (New Delhi), Welsh Development Agency (Bangalore) and British Midlands (a collaborative
operation between Advantage West Midlands and the East Midlands Development Agency in Mumbai).
The City of London and Think London are also considering opening oYces in India.

India is an important source of inward investment into the UK which currently receives approximately
60% of all Indian investment coming into Europe. India is now the third largest source of foreign direct
investment (after the USA and Japan). Indian investment is spread across the UK although a large
proportion goes to London (37% of all new projects over the last five years).

There are over 500 Indian companies with a base in the UK of which approximately two thirds are in the
ICT/software sector. 23 Indian companies are listed on the London Stock Exchange with a total market
capitalisation of US$3.46 billion (£1.98 billion). More Indian companies are listed on the London Stock
Exchange than on the New York and NASDAQ exchanges combined. These include State Bank of India,
Tata Tea (owners of the Tetley brand) and Ashok Leyland.
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UKTI primarily concentrates on attracting knowledge-driven companies from India and this is reflected
in a focus on the ICT, life sciences, automotive/advanced engineering, food processing, creative industries,
and financial/business service sectors.

UKTI is developing a £9 million programme of intensive support for innovative and R&D-intensive
companies, in consultation with the RDAs, to:

— promote to multinationals and overseas companies the benefits of undertaking R&D in the UK;

— help multinationals and overseas companies to collaborate with UK companies and/or research
organisations;

— help R&D-intensive UK companies to penetrate overseas markets and multinational supply
chains; and

— support the sustainable internationalisation of new R&D-intensive UK companies.

For overseas-owned companies, the programme will include the pinpointing and showcasing of relevant
R&D excellence in UK research establishments and the wider knowledge supply chain.

For UK-based businesses and organisations the programme will include tailored support to enable them
to engage eVectively with multinationals and to penetrate overseas markets sustainably, thereby maximising
the return on their R&D investment.

Key elements of the programme are:

— determining priority companies both for inward investment and as potential high-value exporters;

— targeting priority overseas companies with cross-public sector virtual teams, spearheaded by
UKTI and involving the RDAs and others; and

— deploying a new cadre of up to 20 specialists with expertise in key technology sectors over the next
two years.

This work will be supported by a growing science and innovation network team within the British High
Commission in India.

By January 2007, we will have dedicated account managers in place for key business groups ie high-value
potential investors, major exporters, exporters including medium sized companies, to emerging markets and
R&D-intensive companies to ensure we are best placed to help our clients internationalise. From January
2007, we will develop relationships with these companies to inform them about opportunities in India, and
to support them if they choose to develop business there.

E4. UKTI Regional International Teams

UKTI delivers to its international trade customers in the English regions through a network of nearly 40
International Trade Teams, provided typically by Chambers or Business Link operators, employing
between them around 380 International Trade Advisers. In each region UKTI has an International Trade
Director who, with their regional core team, are co-located with the RDA, and who are responsible for
UKTI’s strategy, delivery and stakeholder relationships in the region.

On international trade (but not inward investment) UKTI has management responsibility for its own staV
and programmes in the English regions and operates as the RDAs’ international trade arm. This
relationship reflects the importance of UKTI giving coherence to regional and national demands on the
overseas network. We work in partnership with the RDAs on strategy and priorities through a nationally-
agreed Dual Key Framework and jointly signed-oV delivery plans at regional level.

Bangladesh—Trade and Investment

The UK has been investing in Bangladesh for more than 200 years. UK companies invested $153 million
in Bangladesh in 2005, making the UK once again the largest foreign investor in Bangladesh.

The largest UK investment in Bangladesh is by Globeleq, which acquired a major stake in the power
sector in late 2003, when it purchased two private power plants from US power giant AES. The value of
that investment is around US$450 million. After purchasing a 50% stake in another plant earlier this year,
Globeleq currently supplies 30% of power to the national grid.

Cairn Energy acquired Shell’s assets in Bangladesh in 2004. With their joint ventures partners, including
Halliburton, Cairn’s investment in gas exploration and production in Bangladesh now exceeds $400 million.
Cairn currently supplies around 12% of Bangladesh’s gas, primarily to the second and port city of
Chittagong.

There are over 50 UK investors operating in the market across a wide range of business sectors. Standard
Chartered and HSBC are the largest foreign banks, and BAT, Unilever, Reckitt Benkiser and Duncan
Brothers dominate many segments of the market for consumer goods.
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The total value of UK exports of goods to Bangladesh in 2005 was £80 million. UK imports of goods
from Bangladesh in 2005 totalled £596 million. The UK’s trade deficit with Bangladesh therefore for the
year was £516 million.

2002 2003 2004 2005 2006 (Jan–Apr)

UK exports 68 56 68 80 28
UK imports 482 571 635 596 244
UK trade balance "416 "515 "567 "516 "216

(All figures are in £m)

The UK’s principal exports of goods to Bangladesh are:

— Scrap metal (£12 million in 2005);

— Petroleum products (£10 million); and

— Power generation equipment (£8 million).

No statistics are currently available for the trade in services.

The domestic market in Bangladesh has been boosted by a decade of GDP growth at an average of more
than 5% per annum. An increase of 6% was posted for Bangladeshi fiscal 2005–06.

UKTI Business Plan for Bangladesh for 2006–07 includes a sponsored inward mission from Bangladesh
to UKTI’s Technology World event in May 2006, and a likely outward mission from the Birmingham
Chamber of Commerce in March 2007.

Pakistan—Trade and Investment

UK Exports continues to show strong growth of 37.3% for the period (January to April, 2006) as
compared to the corresponding period last year.

The trade balance is still in favour of Pakistan, but since 2003 UK trade deficit is showing a downward
trend. In 2005 UK trade deficit decreased significantly by 85% from £219 million in 2004 to £32.6 million.

In Fiscal Year 2005–06, UK foreign direct investment into Pakistan stood at US$244 million, which is an
increase of 34.4% as compared to US$181.5 million in FY 2004–05. UK share in total FDI for FY 2005–06
was 6.9% (main sectors—Petroleum Refining, Oil & Gas Exploration, Power, Communication (Telecom
and IT), Cement and Financial Business).

There are over 80 British companies operating in Pakistan, and plenty of interest from others. Recent
investments include the British retailers Mothercare and Costa CoVee opening outlets in Karachi. Bestway
Cement is also making a further investment of $140 million at their cement plant at Chakwal.

Major players include Unilever, Shell, BP, GlaxoSmithKline, Standard Chartered Bank, International
Power, British American Tobacco and ICI.

Recently, Standard Chartered Bank completed the purchase of the Union Bank of Pakistan for $450
million. This acquisition makes Standard Chartered Bank of Pakistan (SCBP) the sixth largest bank in
Pakistan by market share. SCBP had 46 branches in 10 cities and this is now extended by a further 65
branches and in an additional 12 cities. They aim to increase this to 150 branches during 2006.

In addition to UK interest in the banking sector in Pakistan, we have been informed that the Oil and Gas
Development Company Limited (OGDC) plan to launch on the London Stock Exchange Alternative
Investment Market. The LSE are keen to build on the momentum that this listing will generate in the market.

UK EXPORTS TO PAKISTAN

2006
2001 2002 2003 2004 2005 (Jan–April) % Change

£229.6m £243.6m £294m £346.3m £463.6m £169.9m !37.3%
US$295.6m *

Major Pakistani imports from UK are specialised industrial machinery, power generation machinery,
Telecom and Broadcasting Equipment, chemicals, pharmaceutical and medical products.

PAKISTAN EXPORTS TO THE UK

2006
2001 2002 2003 2004 2005 (Jan–April) % Change

£437.9m £488.6m £532.4m £565.3m £496.2m £178.4m !8.3%
US$310.4m *
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Major Pakistani exports to UK are textiles (yarn, fabric, garments, towels & bedding), rice, leather and
leather products, carpets and fruit.

OECD EXPORTS TO PAKISTAN

Average UK market share of Pakistani Imports from OECD Countries (2004) 7.9%

UK is the 4th largest exporter (2004) 1—USA (22.4%) 2—Japan (15.4%) 3—Germany (10.3%)
among OECD Countries to Pakistan 5—Korea (7.3%)

SRI LANKA—TRADE AND INVESTMENT

Year Exports (£m) Percentage Imports (£m) Percentage

2001 99 10.60 257 12.15
2002 126 4.35 281 12.43
2003 131 4.14 308 12.67
2004 158 3.97 393 13.76
2005 137 3.27 390 12.41

MAIN ITEMS EXPORTED FROM UK TO SRI LANKA

Product £m

Sugar 21
Gold Powder 16
Paper and Paperboard 12
Electrical Machinery and Equipment 8
Man made staple fibres 7
Machinery and Mechanical Appliances 5
Articles of Iron and Steel 5
Woven fabrics 4
Knitted or crocheted fabrics 3
Copper and Copper products 3

— The UK is the largest European investor in Sri Lanka and the second largest investor overall.

— The UK’s net investment in Sri Lanka over the last 20 years has averaged £50 million per annum.

— Investments during the last two years have grown from £108 million (year ending 2004) to £114
million (year ending 2005).

— The number of approved projects has also increased from 108 in 2004 to 126 in 2006, making UK
the largest investor for the year in 2005.

— Major UK investments in Sri Lanka include HSBC’s Global Service Centre, Aviva (Norwich
Union) Regional Operating HQ and P&O led South Asia Gateway Terminal (SAGT) private
container terminal in the Port of Colombo.

— Sri Lanka is among the most liberal economies in South Asia and in imported £137 million of
British goods and services in 2005, making the UK the fifth biggest exporter to the country.

— Sri Lankan exports to the UK were £390 million.

— Recent governments have privatised public sector industries, abolished foreign exchange and
import controls, reduced tariVs and adopted a development strategy to encourage foreign
investment. Coupled with a relatively aZuent population, these measures make Sri Lanka a good
market for UK consumer goods both reconditioned and new.

— Sri Lanka is particularly attractive as an export destination for small and medium sized businesses
with some exporting experience. If thinking of supplying to the rest of the India Sub-Continent or
South East Asia, Sri Lanka makes an ideal location with it’s geographical location on the main
shipping routes, especially following the Indo-Sri Lanka Free Trade Agreement in 1998.

The Sri Lankan economy has been growing at around 5% for over two decades, due to the relatively well-
developed human capital and the continuation of market-friendly reforms since the late 1970s. However,
past growth has not been suYcient to significantly reduce poverty beyond urban areas and to achieve faster
growth and poverty reduction.

Sri Lanka has been ahead of other countries in the South Asia region in implementing reforms such as
trade liberalisation. But the macroeconomic framework remains fragile. While the private sector has been
growing, the state still dominates key economic and financial services (eg power, transport). The state also
remains the employer of first resort, absorbing about one half of formal sector employment.
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The 2005–06 Budget saw an increase in corporate taxes to 35%, with an additional 1% “corporate
responsibility levy”, and a rise in “sin taxes” on gambling, tobacco and alcohol. The additional money raised
would be spent on subsidising fertiliser for farmers, increasing the payments for the Samurdhi (social
welfare) system, providing 100,000 small grants for local improvements and the recruitment of 10,000 new
civil servants a year.

There is a real risk that instead of using borrowing to invest in major infrastructure developments,
expensively borrowed money will be frittered away on minor projects and the inflationary impact of that
borrowing has still to be assessed.

Impact of the Tsunami

30,000 people in Sri Lanka died in the tsunami, a further 5,000 are missing. Up to one million people were
initially aVected with about 500,000 displaced. Some 78,000 houses were completely destroyed. The tsunami
aVected a broad range of income and ethnic groups. Before the tsunami, poverty in the worst aVected areas
was above the national average so the tsunami has further increased the vulnerability of these areas.

However the impact on output and economic growth has been limited (perhaps slowing down GDP
growth by 1%). The sectors aVected (eg fishing) only represented a small part of national production. The
financial response from the international community was unprecedented, including from NGOs, fully
matching reconstruction costs. The UK agreed to pay 10% of Sri Lanka’s repayments to the International
Development Association for the next ten years (expected to be worth £70 million) and the Paris Club gave
Sri Lanka a one-year moratorium on their bilateral debts.

GSP !

Sri Lanka has qualified for GSP! status and will receive nil rates of duty for all eligible products covered
by the general arrangement (with the exception of heading 0306 13 (shrimps and prawns) where the
preferential rate of duty under the special incentive arrangements will be 3.6%).

The Generalised System of Preferences (GSP) is one of the main mechanisms through which the EU
grants preferential access through the reduction/elimination of tariVs for products from developing
countries. A new GSP scheme will be info force from 1 January 2006. This is separate from the GSP! that is
a sub-scheme of the GSP and provides more generous duty reductions on imports from qualifying countries.

Written evidence submitted by BBC World Service

Summary

— WS continues to lead in the international radio market across the region, outperforming
international radio competitors in the majority of vernacular languages in which it broadcasts. The
total measured weekly audience for South Asia is 41.1 million.

— There has been a notable increase in audiences in Sri Lanka and Nepal, which has been boosted
by local FM partnerships.

— BBC reputation (on key attributes of trust, objectivity and relevance) remains strong against other
international providers in most markets, though domestic broadcasters are usually ahead.

— BBC Hindi is gearing up to enter the FM market in the main cities in India, as soon as government
restrictions on news broadcasts are lifted. The BBC already has a foot in the door, via
commercially-run BBC Worldwide which has gone into partnership with a local FM operator in
Delhi. However, shortwave will remain as the method of listening in rural areas.

— English listening continues to be niche in the region, but BBC World Service has gained some
audience this year, up by 630,000.

— Use of BBC language websites is growing steadily, and in several cases such as Urdu, growth has
been particularly impressive.

— The Urdu Service will shortly deliver news bulletins to mobile phone subscribers in Pakistan.

— Audiences to BBC World TV remain stable across the region, standing at nine million. According
to an independent survey, BBC World reaches 35% of decision makers in India.

— The BBC World Service Trust project, Diaologue on Bangladesh, delivered the BBC’s biggest-ever
season of programmes in Bangladesh—a series of radio and television “Question Time” debates
that attracted audiences of over five million, and provided a platform for ordinary people to
challenge the government in a way never previously experienced.

— BBC Worldwide, the BBC’s commercial arm, has been very successful in tapping the lucrative
entertainment market in India.
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Media Market Overview

The BBC faces strong competition and challenges in South Asia.

TV has become the dominant news source in India, and there are restrictive laws on the radio markets.
Commercial non-state radio is a relative newcomer in India. Since they were sanctioned in 2000, music-based
FM stations have proliferated in the cities and hundreds more licences are up for grabs. But only state-run
All India Radio can broadcast news.

In Pakistan, the expansion of private radio and television stations brought to an end more than five
decades of the state’s virtual monopoly of broadcasting.

Licences for more than 20 private satellite TV stations have been awarded, signalling increased
competition for the state-run Pakistan Television Corporation. But there are no private, terrestrial TV
stations.

By 2005 around 100 licences had been issued for private FM radio stations. Pakistan’s media regulator
has estimated that the country can support more than 800 private radio stations, although they are not
allowed to broadcast news. There are regular reports of private FM stations operating illegally, particularly
in the tribal areas of North-West Frontier Province. Some of the stations have been accused of fanning
sectarian tensions.

In Bangladesh, the main broadcasters—Radio Bangladesh and Bangladesh Television—are state-owned
and favourable to the government. Bangladesh Television is the sole terrestrial TV channel, although private
satellite stations have established a presence.

The constitution guarantees press freedom, but journalists are subject to regular harassment from the
police and political activists.

In Sri Lanka, many of the main broadcasters are state-owned, including two major TV stations, and radio
networks operated by the Sri Lanka Broadcasting Corporation.

There are more than a dozen private radio stations, and eight privately-run TV stations. Sri Lanka’s
privately-owned press and broadcasters often engage in political debate, and criticise government policies.

In 2002, against the background of the peace process, the government allowed Tamil Tiger rebels to begin
FM broadcasts of their Voice of Tigers radio station in the north. The station had previously operated on
a clandestine basis.

As violence escalated in 2006, the media freedom watchdog Reporters Without Borders said “murders,
arrests, threats and bombings” had become “the daily lot” for many reporters.

The internet is a growing medium for news in Sri Lanka; many papers have online editions.

In Nepal, the government operates national radio and TV services. In May 2006 Nepal’s new multi-party
government eased some of the edicts that had stifled press freedom during the state of emergency invoked
by King Gyanendra in February 2005. The Maoist rebellion in Nepal, and the eVorts to suppress it, have
had a profound impact on the media. Rights groups say attacks on media workers have been perpetrated
by both sides in the conflict.

The increased media choice available to consumers in South Asia means the BBC faces tough
competition. The growth of satellite/cable TV, particularly in India and Pakistan, has significantly reduced
radio usage. However, deregulation and the spread of FMs may help to boost radio as a medium.

BBC Presence in South Asia

The BBC’s South Asia Bureau is based in Delhi covering the region from Bangladesh to Iran. There are
three news correspondents based there.

Additionally, the BBC has a news correspondent in each of the following countries: Pakistan (in
Islamabad), Sri Lanka (Colombo), Nepal (Kathmandu) and Bangladesh (Dhaka).

Apart from these newsgathering correspondents, BBC World Service employs a large network of
reporters to serve the language services across the region. These reporters also serve the English
newsgathering and news programmes.

BBC World runs three oYces in India—in Mumbai, Bangalore and Delhi (oYce shared with news
correspondents), employing a total of 43 people with dedicated teams of sales, distribution, finance,
research, marketing and PR professionals.

BBC World Service Output Available in South Asia

In South Asia BBC World Service broadcasts in six languages; Hindi, Urdu, Bengali, Tamil, Sinhala and
Nepali across a number of media platforms. English news and programmes are also broadcast to the region
24 hours a day.



3589271009 Page Type [O] 25-04-07 01:45:01 Pag Table: COENEW PPSysB Unit: PAG1

Foreign Affairs Committee: Evidence Ev 137

— Hindi radio—There are four daily programmes, including two half-hour programmes in the
morning. The hour long flagship programme is at 1400 GMT. The last programme goes out early
evening for half-an-hour. These are only available on short wave.

— BBCHindi.com is a 24x7 website oVering news and information about India and the world in
Hindi to its users. There are some interactive elements as well. BBCHindi.com has a partnership
with one of India’s largest Hindi portals, Webdunia.

— Urdu radio—The Urdu Service broadcast three programmes daily: a half-hour programme in the
morning, an hour long programme in the evening, and a half-hour programme at night. They all
go out on short wave and can also be heard on medium wave.

— BBCUrdu.com is one of World Service’s top three most popular language sites. The online
operation includes video streaming, interactivity and citizens’ journalism. The website has huge
impact as it plays a key role in setting the news agenda in the regional media. Newspapers and
other websites routinely download and publish its stories and features.

— Mobile phone—The Urdu service has struck a deal with Mobilink, the largest mobile network in
Pakistan, to deliver a two minute audio bulletin to their subscribers. The project is in its final stage
and delivery is currently being tested in Pakistan. The service is expected to start very soon.

— Bengali radio—There are three daily programmes throughout the afternoon and evening, each of
half an hour’s duration. The programmes go out on short wave in rural areas in Bangladesh and
India. They can be heard on FM only in the Bangladeshi capital Dhaka. BBC World Service is
trying to rebroadcast on FM in five other cities which would have a very positive impact on
audience figures.

— Bengali online—The BBC oVers news and information in text and audio to users. The online
market is a very niche market both in Bangladesh, and the target states in India, because of low
penetration of the internet. However, there is a developed diaspora market.

— Sinhala radio—The Sinhala Service broadcast a half-hour programme daily—at 1545 GMT. It
goes out on short wave and is rebroadcast on FM in most parts of the country through the state
broadcaster, Sri Lankan Broadcasting Corporation.

— Sinhala online—The online operation oVers a basic text and audio service.

— Tamil radio—The Tamil Service broadcast a half-hour programme daily—at 1530 GMT. It goes
out on short wave in Sri Lanka and India and is rebroadcast on FM in most parts of Sri Lanka
through the state broadcaster, Sri Lankan Broadcasting Corporation.

— Tamil online—The website, oVering text and audio generally built around the radio output, is
updated once a day and is quite popular.

— Nepali radio—There is a half-hour programme daily at 1500 GMT. It goes out on short wave and
is rebroadcast on 14 stations with various partners all over Nepal, including state-run Radio
Nepal.

— Nepali online—BBCNepali.com oVers text and audio in Nepali and is updated once a day.

BBC World Service Delivery Methods and Problems

Short wave still delivers the bulk of the audience in the region and will remain important in the near future,
largely in rural areas. However, it is in decline in many urban areas, so a presence on FM is the key to
building and maintaining radio audiences.

India—The delivery platform is still short wave, but as the FM market is gradually being deregulated, the
BBC is trying to get a foothold here. The current government regulations impose restrictions on news on
FM radio. However, there have been some encouraging signs lately, and foreign investment in the FM
market has been allowed. Commercially-run BBC Worldwide has gone into partnership with a local FM
operator in Delhi and BBC World Service is providing them content in the form of a short business, sport
and entertainment bulletin. It is expected that the restrictions on news will be eased very soon and BBC
World Service is gearing up to enter the market in a big way with various Indian languages and English as
soon as this occurs.

Pakistan—The platform delivery is mainly short and medium wave, although BBC Urdu is seeking to
expand its availability with local FM partners. The Urdu Service started delivering news bulletins to a local
partner station, but Pakistan’s regulators imposed restrictions on the project, and the FM bulletins had to
be closed down. Negotiations with the regulators continue, and BBC Urdu are expecting a decision on this
in the next few days. However, in general the media is free in Pakistan apart from certain areas such as the
North West Frontier Province, Waziristan and Baluchistan where there are severe news reporting
restrictions on foreign media. Despite these restrictions, the BBC Urdu service reports on everything
newsworthy from those areas through its reporters’ network.

Bangladesh—The delivery platform is mainly short wave in Bangladesh—the BBC is currently on FM
only in the capital, Dhaka, although BBC World Service has tried repeatedly to extend this to five other
cities. The media is generally free and open in this country, but at times political pressure can be visible on
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the media. Although there are no oYcial reporting restrictions in Bangladesh, the media rights organisation
Reporters Without Borders says journalists are targeted by Islamist and Maoist groups, as well as oYcials
and politicians.

Sri Lanka—Delivery platforms are short wave and FM. Working conditions are largely free, but attacks
on journalists and media are not uncommon. As violence escalated in 2006, Reporters Without Borders
noted that Tamil factional violence had had “bloody” consequences for some journalists. It is very diYcult
to report from the war-zone for this reason, and because of poor communication and travel restrictions.
However, both the Sinhala and the Tamil services have developed their own stringers’ network and report
on the conflict through them.

Nepal—Delivery is via short wave and FM. Working conditions for reporters have improved over the last
few months after a period of upheaval. When the King of Nepal took over power after dismissing the elected
Parliament in February 2005, many journalists were arrested and severe restrictions were imposed on the
media. This aVected all the private radio stations which were broadcasting BBC Nepali programmes on their
frequencies (though some of these defied the Government and carried on regardless). BBC Nepali
programmes on the state-run Radio Nepal were also interrupted. However, as a result there was a marked
increase in the shortwave audience for the Nepali Service at that time. Since the King handed over power
following a popular uprising, the media has been operating in a free environment. BBC Nepali transmission
has returned to normal for the moment—however, problems may re-surface as the political situation in the
country is fluid.

BBC World Television—Output and Distribution

— BBC World is broadcast to around 17.24 million homes across South Asia. The channel’s
household distribution breakdown is as follows:
— Bangladesh—250,000;
— Bhutan—8,000;
— India—16 million;
— Maldives—7,000;
— Nepal—109,000;
— Pakistan—850,000; and
— Sri Lanka—13,000.

— BBC World is also available in around 52,500 hotel rooms across the region.

— South Asia is a key focus for BBC World and regional specific programming continues to be an
important element of the channel’s output.

— To build BBC World’s regional business reporting, the channel recently appointed Karishma
Vaswani as its first ever South Asia Business Correspondent.

— Karishma reports from Mumbai for the daily programmes Asia Business Report broadcast in Asia
and the Middle East, and World Business Report, transmitted globally.

— India is the largest market in South Asia for BBC World. The channel conducted a business review
in 2005 and made some changes to the commercial side of the business to ensure the channel can
compete in this highly competitive marketplace.

— On 15 June, BBC World encrypted its digital broadcast TV signal on the PanAmSat10 satellite to
South Asia. At the same time, BBC World changed its distribution strategy from a “free-to-air”,
to a subscription model, for various TV platform distributors.

— BBC World is a commercial channel and the transition from “free-to-air”, to a subscription model,
was a natural progression for BBC World in South Asia, and was in response to the dynamic and
rapidly expanding cable TV and DTH satellite market across the region.

— As part of BBC World’s global distribution strategy, the channel has provided Integrated Receiver
Decoders to all the multi-system operators (MSO’s) and cable operators in India to facilitate the
move from free-to-air to subscription. It is important to clarify that it’s the MSO’s and cable
operators that pay for the subscription, not the end consumer.

— BBC World will continue to be a pay channel in hotels across the region.

BBC Global News Division Coverage of South Asia

The BBC Global News Division encompasses BBC World Service radio, BBC World television and BBC
online, and its shared editorial mission is to report global news accurately and impartially.

News programmes in all languages are built around the same core of global news, plus the main regional
stories of the day.

BBC World Service in English provides comprehensive coverage of events in South Asia, making use of its
correspondents on the ground, a network of local reporters, and by linking in with the people who live there.
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In the aftermath of the South Asian earthquake in 2005, BBC World Service helped to bring the full
impact of the disaster to the world’s attention, using its reporters as well as first-hand accounts from
ordinary listeners. Coverage on radio and online was maintained long after general media interest had
waned, featuring reaction, discussion, analysis and images from devastated areas including many
contributions from listeners and web users.

Other notable programmes on the region have included:

Have Your Say, the global phone-in programme, discussed the impact of India and China’s economic
growth in May 2006. It included a case study of an Indian farmer, and covered topics such as challenges
ahead for both economies, impact on global trade, urban and rural disparities, the threat to energy supplies
and the impact on the environment.

In Heart and Soul, Life in a Madrassah broadcast in April, a BBC Urdu Service producer spent a week
inside Karachi’s biggest madrassah to investigate what happens in these religious schools and the alleged
links with fundamentalism and whether they encourage young Muslims to go oV on jihad.

Making Cities Work, a four-part series broadcast in July, that looked at cutting edge solutions for
transport and housing as well as ways of making cities cleaner and more liveable, chose Mumbai as one of
its topics. It looked at attempts to “plan” its way out of traYc gridlock.

The MTV Generation broadcast in July looked at the impact of the world’s most ubiquitous music
network in India as part of a two-part series. MTV India stood out as the only one of MTV’s stations to
play predominantly local music. Western pop videos and American presenters were replaced by Indian
presenters, Hindi film clips, and dance numbers from hit films. It explored whether MTV reflected increased
Americanisation in the country, or the growing aspirations of a changing India.

More recently in October, Assignment investigated Nepal’s Maoist Courts: across huge areas of Nepal,
justice is administered not by the Nepalese government but by the People’s Court, which is run by the
Maoists. These courts deal with a variety of cases ranging from theft and assault to allegations of
immorality. Access was gained to some of these courts and the programme reported on the kind of justice
they dispense.

From Our Own Correspondent—Bangladesh Running On Empty, broadcast in October reported on how
the Bangladesh government is trying to find a solution to the country’s electricity problems, so far,
without success.

Programmes from the language services include the following:

The Hindi Service has recently secured the agreement of the Indian President, Professor Abdul Kalam, to
take part in a multi-media interactive show, talking to Indian university students. The event is scheduled for
November.

For India’s 60th anniversary of Independence, the Hindi Service produced a series of special packages
from Delhi looking at how India has changed since independence. One of the highlights was audio diaries
of people from the generation who had witnessed the independence.

BBChindi.com joined forces with its online partner Webdunia to conduct online journalism workshops
for students in India. Teams held special sessions at universities and schools of journalism in Madhya
Pradesh and Delhi, providing the students with an insight into how online works, and giving them hands-
on training in how best to write for web audiences. At the end of the workshop, the students were assigned
special subjects to write on, and the best three pieces were published on bbchindi.com.

The BBC brought together Indian and Pakistani musicians and singing superstars, India’s Shubha
Mudgal and Pakistan’s Abida Parveen, who took part in the landmark programme debating how much
power art and music have to bridge the two nations—the relationship between culture and power, and the
role of art in defying borders, prejudice and hostility. The BBC Hindi and BBC Urdu services staged a live
linkup between Mumbai and Karachi with invited panellists and a studio audience which was broadcast on
both language services. Audiences in India, Pakistan and around the world also had the opportunity to voice
their views and follow the proceedings via webcasts on bbchindi.com and bbcurdu.com

The joint BBC Hindi and BBC Urdu event was part of the Who Runs Your World? season—the biggest
ever single-themed tri-media season of programmes of the BBC’s international news division exploring
diVerent aspects of global power.

BBCUrdu.com explored the sensitive issue of missing or disappeared people in Pakistan in a special debate
in Islamabad. The discussion was webcast live on the website and also broadcast on radio. In preparation,
BBC Urdu compiled the list of those known to have disappeared in recent years, which remains online and is
regularly updated. The Information Minister of Pakistan, Mohd Ali Durrani, and former head of the Inter-
Services Intelligence (ISI), Asad Durrani, took part in the special broadcast which explored every aspect of
the disappeared, from legal to emotional.

Urdu Online have also begun a blog by Mukhtar Mai—a Pakistani woman, who was a victim of gang
rape and has become an internationally-known women’s rights campaigner. Mukhtar Mai, who is in her
mid-30s, lives in a remote village in southern Punjab and can’t read and write herself. She narrates the blog
once a week to her friend, who then faxes it to the Urdu service in London. The blog is getting worldwide
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attention and a large number of e-mails, mostly from men. She has stirred up a lively debate about
traditional attitudes towards women, discussing some hidden issues, rarely talked about in Pakistan. The
blog has famously become known as Mai Blog.

The Bengali Service, working in conjunction with the World Service Trust, is running a series of radio and
television “Question Time” debates ahead of the elections. The programmes, coming from nine major cities
across the country, brought together political leaders from diVerent parties to debate current issues, with
an invited audience. The programmes went out on the Bengali service and on the satellite television, Channel
I. The first debate included senior leaders from the three major parties sharing a platform, a rare event in
Bangladesh. All debates were packed to capacity. There was wide coverage of the debates in the national
press and feedback from listeners has been extremely encouraging.

BBC Nepali broadcast a special programme with the leader of Nepal’s Maoist rebels. In an hour-long
programme from Kathmandu, Prachanda took listeners’ questions asked via telephone, email and letters.
There were also questions recorded from remote parts of Nepal which lack communication facilities. The
press in Nepal reported widely on the programme. This followed the huge controversy last year, when the
Nepali Service’s partner station, Sagamartha, was shut down following an interview with Prachanda.

BBC World Coverage of South Asia

South Asia is one of the most reported regions on the network as BBC World has two daily programmes—
Asia Today and Asia Business Report. There are 40 editions of Asia Today each week, covering the issues
behind the news and the people who make the news across Asia.

In the last nine months alone, BBC World has commissioned two India-focused seasons Emerging Giants
and India Week. Emerging Giants, broadcast in May, involved a team of reporters and correspondents
interviewing and reporting from India for Asia Today, Asia Business Report, World Business Report plus
news bulletins examining the rise of the country to global status.

Furthermore, BBC World also commissioned two major series from India this year. Being Indian followed
the lives of four children in India from widely diVering backgrounds to find out what social change and
mobility really means for the children of India today. Also, Call Centre was a seven-part series oVering an
exclusive behind-the-scenes look at the growing Indian service industry.

BBC Impact in South Asia

BBC World Service’s total measured audience for South Asia is 41.4 million.

English—The audience for World Service in English to this region stands at 3.6 million, up by 630,000
since 2004.

Hindi radio

The current total weekly audience for Hindi radio is 17 million, of which 15.1 million are in India. The
majority of Hindi listeners (over 80%) are based in the five Hindi belt states of India ie Bihar, Jharkhand,
Uttar Pradesh, Rajasthan and Uttaranchal. There is also a small but dedicated diaspora audience in the Gulf
region. The core audience is more likely to be educated and male compared with the general population. A
2004 survey in the five states indicated 50% of the audience were between the ages of 15 and 35. As a majority
of them live in rural or semi rural areas where there is limited penetration of other media, BBC Hindi is either
their only, or at the least, the most reliable source of news and information from around the world. Hindi
audiences in India have gone up by 600,000 since 2004. However, many young people are moving to urban
areas for higher studies and they have access to other TV channels (and FM radio) and tend to compare
BBC’s coverage with them.

As part of a BBC World Service drive to get closer to the audience, a BBC Hindi roadshow toured India
in February this year. Aapki baat: Aap ke beech (Your views directly from you) toured the heartland of
Bangalore, Kalinganagar, MuzaVarpur and Pune and the states of Punjab and Uttar Pradesh in the run-up
to India’s budget announcement. Ordinary people were able to quiz a panel of experts on issues surrounding
the budget and economic policies, and voice their views on what the economic transformation of India
meant to them.

Hindi online

The average monthly page impressions are currently around 9 million. Until recently, the majority of its
users were based in the US (and some in European countries and the Gulf). Given a low internet user base
in India, the BBCHindi.com has a low reach, but the gap between the diaspora and the Indian users of the
Hindi online service has gradually been closing. Broadband internet service has just taken oV in India and
it is expected to expand very fast. That should have a positive impact on user figures from India. Again the
profile of the Hindi user is pre-dominantly male, highly educated, professional and between the ages of 25
and 45.
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Urdu radio

The weekly Urdu radio audience is around 9.5 million, including about 8.2 million in Pakistan, and
900,000 in India. There is a sizable audience in Indian-administered Kashmir but because of the ongoing
conflict there, that audience could not be measured. The audience is mostly rural and semi-rural, and has
been declining steadily because of the introduction of satellite TV channels and FM radio stations. The Urdu
service started delivering news bulletins to a local partner station in Pakistan but the government regulatory
body imposed restrictions on the project and the FM bulletins had to close down. BBC World Service is in
the middle of negotiations with the regulators and expects some developments soon. When the Urdu Service
was broadcasting on FM, it picked up an additional million audience within the first six months. Despite
the diYcult market conditions, the BBC remains a very strong player in the Pakistan radio market and is
second only to Radio Pakistan in terms of national reach. BBC Urdu broadcasts are regarded as a lifeline
of information to many listeners in Pakistan who rate the programmes highly on trust and reliability.
Newspapers and TV channels often pick up the service’s stories and run them—giving the credit as
“British radio”.

Urdu online

BBCUrdu.com is currently one of World Service’s top three language sites, and in August 2006 it achieved
18 million page impressions. Indeed, from mid-August to mid-September 2006 Urdu.com had the largest
number of page impressions in the World Service. 29% of its audience is from Pakistan, the rest are from
Europe, North America and the Gulf region. The website has huge impact as it plays a key role in setting
the news agenda in the regional media. Newspapers and other websites routinely download and publish its
stories and features.

Bengali radio

The BBC Bengali service has a weekly audience of around 10.75 million in total, including 8.3 million in
Bangladesh and 2.4 million in India. The last survey reported a drop in listening in Bangladesh. That was
not unique to the BBC, but was common across many radio broadcasters. Despite this general fall in radio
listening, BBC remained by far the strongest brand in Bangladesh—very highly regarded in terms of trust,
relevance and objectivity and way ahead of its competitors. Again BBC Bengali is a lifeline for information
to the bulk of the audience in Bangladesh. BBC listeners in Bangladesh are predominantly male (83%),
almost half the listeners are under 35, more than 60% have secondary or higher education and the majority
are based in rural areas, in line with the population.

The Bengali audience in India is highest in the state of Assam, where according to the last survey the reach
was 6.4%. The BBC is the number one international radio provider in two Eastern Indian states—Assam
and West Bengal. Bengali audiences in India are up by nearly 1.3 million since 2004.

Bengali online

The online market is a very niche market, both in Bangladesh and the target states in India, because of low
penetration of the internet. However, there is a developed diaspora market, and there have been instances of
high page impressions during elections and periods of political turmoil.

Sinhala radio

There are more than 2.1 million listeners in Sri Lanka, which is around 16% of the adult population.
Anecdotal evidence suggests that during crisis time these numbers go up dramatically. People from diVerent
social and economic groups listen to the BBC Sinhala service. It has a high impact in the country because
of on-going conflicts there—it is able to deliver unbiased reporting and engage in debate on the Tamil ethnic
issue, which is at the core of the conflict. The audience is quite opinionated, but still the BBC Sinhala service
enjoys a huge reputation in terms of trust and objectivity. Cabinet ministers, opposition leaders, university
professors, film directors, authors, housewives, peasants, workers, soldiers, and students often give
feedback.

Sinhala online

The online operation is fairly basic as the internet user base is small in Sri Lanka. The Sinhala service got
more than half-a-million hits on their web page last month with many people coming to the site for audio.
Many users are from the diaspora community in Europe and North America.
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Tamil radio

The Tamil Service has, as its primary target audience, the Tamil speaking parts of Sri Lanka and the
southern Indian state of Tamil Nadu. Although it is not possible to gain an accurate audience measure in
the northern and eastern provinces of Sri Lanka where most Tamil listeners are based, indications are that
listening is very high (thought to be as much as 7 in 10 but these figures cannot be validated as there has
been no oYcial census in the conflict-ridden north and east for the past 25 years). However, in the areas
outside north and east of Sri Lanka, where the figures are available, the audiences for the Service have
recorded growth and according to the recent survey it is estimated to be at 4.5% (up from 1.8% in 2001).
The Tamil Nadu figures are unavailable as there has been no recent survey there. The audience is assumed
to be cutting across social stratifications, gender and age.

Tamil online

The website oVers basic text and audio, but is nevertheless, quite popular. The traYc is predominantly
from the diaspora Tamils from North America, Western Europe, India and Australia. The traYc frequency
is news driven. In August, for instance, when the tensions escalated in Sri Lanka, the website attracted, for
the first time, more than a million hits.

Nepali radio

According to the BBC’s first near-National survey in Nepal conducted between December 2005 and
January 2006, the BBC Nepali Service’s weekly audience figure stood at 20.6%, amounting to 3.2 million
weekly listeners (followers just over 31%; Influencers: 41.6%). The impact of radio is phenomenal which is
well reflected in the audience figure. Nepalis around the world have high confidence and trust in the material
the service produces.

Nepali online

BBCNepali.com receives over half-a-million page impressions a month. Online impact is relatively low
as the internet penetration in Nepal is very low.

BBC World television

Audiences for BBC World across the region stand at nine million.

According to an independent survey carried out in 2004–05, BBC World reaches 35% of decision makers
in India and it had seen increases of 57% since the last year surveyed among the “real” decision makers such
as CEOs/MDs, and has the strongest aYnity to them.

BBC World’s recent Global Indian Survey is the biggest research project undertaken by the channel to
understand global India’s mindset and behaviours. In its next phase the survey will partner with hotels to
understand the globally minded individual from a global travellers point of view.

BBC World Service Trust’s Development Projects in South Asia

The BBC World Service Trust is the international development charity of the BBC. It works with people
in developing and transitional countries to improve the quality of their lives through the innovative use of
the media.

The Trust’s work seeks to raise awareness among mass and opinion-former audiences; aVect behaviour
change; influence policy and transfer skills and knowledge. The Trust works to strengthen free and
independent media through its Media Development Group and delivers educational programming and
health campaigns through its Development Communications Group.

India

HIV and AIDS—Jasoos Vijay (Detective Vijay), the Trust’s long-running TV detective serial raising HIV
and AIDS awareness, has made it into the top 10 of India’s audience ratings. The serial, believed to be the
most successful and widely-watched TV drama with a health message anywhere in the world, is attracting
a weekly audience of almost 16 million viewers. The project is funded by DFID and more than 150 episodes
of Jasoos Vijay have been broadcast since it went on air in 2002. Filmed entirely on location, it is made in
Hindi and dubbed into seven other languages. It is broadcast at peak viewing time on Sunday evenings on
India’s most watched TV channel, Doordarshan National.

The Trust is also delivering a TV advertising spot campaign on HIV and AIDS and is working with local
NGOs to produce a weekly radio programme in Hindi, for areas with limited TV access. This DFID-funded
project is targeting women listeners with broad messaging spanning HIV, health, empowerment and
governance.
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The Trust is planning to launch a major mass media campaign to promote condom use in the Indian states
with the highest prevalence of HIV, with support from the Gates Foundation.

Developing Media Capacity to Cover Environmental Issues—This EU-funded project aims to mobilise
the media and NGOs to raise public awareness of the key environmental challenges facing India and to push
environmental issues higher up the news agenda. The integrated capacity-building programme combines
hands-on training and mentoring for journalists and NGO staV and creates opportunities for dialogue
between the media, NGOs and government and independent experts from India and the EU. Twelve
working broadcast and print journalists are being trained from each of the nine states identified for the
project. In delivering this initiative, the Trust is being partnered by The Energy and Resources Institute
(TERI) in Delhi and supported by the Television Trust for the Environment (UK) and Stockholm
Environment Institute (SEI).

Pakistan

In March 2006, the Trust started broadcasting a new daily radio serial entitled Piyar ka Passport (Passport
to Love). It was broadcast on the BBC’s Urdu service and FM stations in Pakistan, and also linked
audiences in Pakistan with the diaspora community in the UK. The drama was part of a wider pilot project
designed to raise awareness and stimulate dialogue around a range of social issues related to marriage and
family life. Based on real-life experiences and written and produced by an all-Pakistani team, the drama was
set in a fictional community in Northern Pakistan and used plotlines, discussion, phone-in programmes and
debates to increase knowledge inside and outside Pakistan. The serial was supported by a website, featuring
first person testimonies and articles tackling such themes as forced marriage, migration, drug addiction and
its impact on the family.

Bangladesh

In Bangladesh, the Trust has embarked on the second phase of its Bangladesh Sanglap (Dialogue on
Bangladesh) project, a series of live TV and radio debates using the Bengali Service and national cable
channels. Ministers, social activists, editors of national newspapers and business leaders engage with the
public in debates covering justice, corruption, education, health, trade and security. The first phase of the
project attracted audiences of over five million people and 92% of those surveyed felt that the programmes
had provided an opportunity for the voice of the people, particularly deprived people, to be raised. 78% said
they helped to ensure transparency and accountability. The research suggests that people believed that they
had been given a platform to challenge the government in ways never before experienced in Bangladesh.

BBC Worldwide—Summary of BBC’s Commercial Activity in South Asia

The BBC has a strong history of trading in India and sees the country as an important and exciting growth
market. In other countries in the region activity is mainly limited to a small amount of TV sales.

— BBC Worldwide is about to launch two new TV channels in India, which will be available by
satellite from October 2006, and then via additional cable network access by early 2007. The two
channels are: CBeebies—an advertising-free, pre-school channel for children and parents to be
broadcast in Hindi and English in order to help under-fives learn through play; and BBC
Entertainment—a general entertainment channel comprising the best of British drama and
comedy, broadcast in Hindi. This is the first TV channel deal for BBC Worldwide in India.

— As mentioned in the World Service Delivery Methods section earlier on, BBC Worldwide has
successfully bid for FM radio licences in seven key metropolitan areas of India with its partner
Mid Day Multimedia Ltd. These will go live early next year.

— Two years ago BBC Magazines set up a joint venture with Times of India to create Worldwide
Media—one of India’s largest publishing companies—with a portfolio of over 30 popular titles.
An Indian version of BBC Top Gear was launched by the company earlier this year

— BBC Worldwide has a healthy television sales business, with Discovery Networks India as a key
customer. Key genres are history, science and natural history. A recent package licensed to
Discovery India included Life In The Undergrowth, Manhunters, Deep Ocean, Genghis Khan,
Hannibal and Krakatoa.

— In the past BBC Worldwide has had some very successful content and production format sales in
India including Yes Minister and Keeping Up Appearances. In September Strictly Come Dancing
joined this list. Called “Jhalak Dikhhla Jaa Dancing With the Stars”, the Indian version of Strictly
Come Dancing is on Sony Entertainment Television, and airs every Wednesday and Thursday
at 2200.

— In the home entertainment market, books, videos and audiobooks relating to BBC programmes
are licensed to a range of Indian publishers. A recent deal saw a range of children’s DVDs in Hindi
and English being released by Saregama.
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Key Issues/Future Plans

The increased media choice available to consumers means the BBC faces tough competition. The growth
of satellite/cable TV, particularly in India and Pakistan, has significantly reduced radio usage.

— Short wave still delivers the bulk of the audience in the region and will remain important in the
near future, particularly in rural areas. However, it is in decline in many urban areas.

— Deregulation and the spread of FMs may help to boost radio as a medium. A presence on FM is
the key to building and maintaining radio audiences, especially in the cities.

— India: Radio audiences in English, Hindi and Bengali are up year-on-year. The global news
strategy is to keep short wave in the Hindi belt and work for FMs in main cities, working with BBC
Worldwide. The BBC is now looking at TV in Hindi, as this is the dominant news source.

— As part of the global distribution strategy for BBC World television, the channel was successful
in its transition to a subscription model in India, and will continue to pursue this.

— Pakistan: The radio audience is down, whilst online is growing significantly. FM was allowed by
the government, but then taken away. The BBC will continue to push for a license to distribute
and syndicate BBC FM products, including news. In the long term, the strategy is to assess the
potential and feasibility of TV, as short wave audiences in general are declining since the
introduction of satellite TV channels.

— Bangladesh: The radio audience is down, although the BBC brand is still strong. The Bengali
Service, in conjunction with the World Service Trust, has produced high impact TV programmes
ahead of elections. The strategy here is to push for five new BBC FM relays, one of which would
reach Kolkata in India.

— Nepal and Sri Lanka: World Service language audiences in both markets have been boosted by
successful FM partnerships. BBC World Service will continue to pursue this strategy for the
foreseeable future.

BBC World Service

October 2006

Written evidence submitted by Dr Ajai Sahni, Institute for Conflict Management

The Core of Islamist Terror

1. Of the various ideological streams that currently inspire and provoke political violence and terrorism
in South Asia,1 the most destabilizing and lethal,2 and the one with the greatest extra-regional impact, is
Islamist terrorism. A multiplicity of sub-sets and a complex, sometimes conflicting scheme of inter-linkages,
has been documented in connection with the extended range of Islamist terrorist groups operating in the
region.3 However, an inordinate focus on particular groups, on operational parameters, and a proclivity to
reinterpret, if not distort, the realities of the ground in terms of narrow perceptions of divergent interests of
state by various global powers, have tended to obscure certain core aspects of Islamist terror and its
structures of support in the region. Particularly, while the evolution of contemporary Islamist terrorism in
South Asia, including its roots in the anti-Soviet Afghan campaign in Afghanistan, are reasonably well
known, there is an abiding confusion regarding the dynamics of its persistence and continued expansion in
and from this region.

2. What is little understood is that extremist Islamism has long flourished in South Asia, and it is here
that the world’s first global Islamist terrorist movement was bred and nurtured, and from where it was
exported—first into the immediate neighbourhood, and then across the continents, into the heart of
“fortress America” on 9/11, and into nation after nation thereafter. Crucially, the footprint of every major
act of international Islamist terrorism, for some time before 9/11 and continuously thereafter, invariably
passes through Pakistan.4 After 9/11, the US campaign in Afghanistan, and the stark choice given to the
Pakistani leadership,5 the dynamics of the Islamist terrorist enterprise in South Asia have undergone
dramatic adaptive adjustments and modifications. Essentially, however, this dynamic, its underlying
ideologies, and its motivational and institutional structures, remain intact.

3. This submission argues that:

3.1 Pakistan’s Inter Services Intelligence (ISI) is the principal terrorist organisation in South Asia, and all
the other major entities6 that are often named in the context of ongoing terrorism in and from this region—
particularly in Afghanistan, and in Jammu & Kashmir (J&K) and other parts of India—are essentially its
agents and instrumentalities. A minority among these has now become renegade, while elements within
other “loyal” groups have shown occasional signs of restiveness and rebellion. Within this context, it is
impossible to maintain a legitimate distinction between domestic/regional groups and the global jihad, as
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cadres, infrastructure and, crucially, ideology, overlap. The spaces created by the Pakistani establishment
for “loyal” terrorist groups are exploited and make possible the operation of renegade and global groups
as well.

3.2 In this, the ISI functions as an integral element of the Pakistan Army and establishment, “as a
disciplined army unit that does what it is told”,7 and not as a “rogue organisation” or through some rogue
or “retired” elements, as Pakistan seeks to encourage the world to believe.

3.3 During the 1980s and 1990s, Pakistan was the most active and aggressive player in the South Asian
region, defining for itself a role that substantially shaped the foreign policy priorities and security concerns
of all its neighbours to an extent far in excess of its size and strategic strengths. Islamist extremism and terror
were the primary instruments of motivation, mobilization and execution of its policies of strategic extension.
Covert asymmetric warfare and terrorism in Afghanistan and Kashmir were the manifestations of this
politics of violent disruption, and they remain central to the Pakistani vision.

3.4 Pakistan’s project of strategic overextension seeks a prominent role in Central and West Asia as well,
and its only instrumentalities to secure influence in these regions remain Islamist extremism and terrorism.

3.5 These instrumentalities are also integral to the ruling establishment’s strategies of domestic political
management, as well as of international resource mobilisation. In the latter context, Pakistan presents itself
as part of the solution to the problems it creates, combining manipulation, intimidation, and blackmail—
including nuclear blackmail—often mimicking the conduct of a suicide bomber to secure its ends,8 and
is then handsomely rewarded for its “cooperation”. Pakistan will not and cannot abandon these
instrumentalities or discontinue the ISI’s support to terrorism because, in doing so, it would have to discard
the only mechanisms it possesses to secure and retain an influence, both within the region and globally, that
is grossly out of proportion to its natural and national endowments.

3.6 The idea that the Pakistan problem can be “solved” by liberal developmental financing from the
international community is fallacious. Each dollar of development aid or financial relief provided to
Pakistan releases a dollar of domestic resources for further militarization, radicalization and extremist
religious mobilization.9 Structural elements also conspire to prevent any substantial proportion of such aid
from achieving its intended objectives or reaching intended beneficiaries.10

3.7 Meanwhile, the Pakistani strategy has yielded enormous rewards in foreign assistance as well as great
latitude in conduct that would otherwise be construed as unquestionably criminal and as appropriate
grounds for international sanctions. It is under this benign dispensation that Pakistan has consistently
remained a “minimal satisfier”, doing as little as is possible to secure itself against punitive action, but
preserving its instrumentalities and networks of terrorism, sustaining its campaigns of terrorism at currently
available levels of deniability and the international “tolerance of terrorism”.

3.8 The eVort to orchestrate a transition to democracy through a controlled military regime in Pakistan
is fundamentally flawed, and has, in fact, immensely weakened democratic and secular forces, even as it has
further entrenched revanchist elements within the country.11

4. The problem lies at the very foundation of the Pakistani state and the ideology of political Islam that
led to its creation: the theory that people of diVerent religious communities cannot coexist. The seeds of the
terrorist threats confronting us today were sown decades ago, in the radical Islamist ideologies of the early
20 Century. The history of these movements and ideologies is much too long to consider here. But it is useful
to recall that, in the mid-1920s, Maulana Sayyid Abu A’la Maududi, the founder and head of the Jamaat-
e-Islami, began to articulate an ideology of political Islam that gave primacy to jihad over and above all the
other “duties” imposed by the Faith.12 Islam was, in this conception, in irreducible conflict with all
nationalisms, as well as with every form of governance other than Sharia (Islamic law).13

5. This ideological core has been overlaid by cynical processes of the instrumentalisation of Islam by all
political forces in Pakistan, including the military and the supposedly secular. This tradition was firmly
established by the professedly secular and reputedly atheistic “founder” of the country, Muhammad Ali
Jinnah, who repeatedly and without scruple exploited the Muslim identity for violent political mobilisation14

and specifically for jihad when these suited his transient political objectives.15 The instrumentalisation of
Islam and jihad have remained an integral element of the political and strategic ambitions and outlook of
the military-feudal-fundamentalist bloc that has ruled Pakistan since its creation.

6.1 The rationale and continuance of this strategy is now increasingly visible in Pakistan’s proxy
“re-conquest” of extended areas of Afghanistan through the Taliban.16 After 9/11, and under US threat,
Pakistan apparently disowned the Taliban and claimed to be enthusiastically “hunting” the Al Qaeda. In
reality, a duplicitous policy helping relocate these organisations and allowing them significant operational
space on Pakistani soil, was combined by a pretended participation in the “global war against terrorism”.
Pakistan’s “cooperation” in the war on terrorism has been, and remains, entirely coerced, except in the case
of a handful of domestic sectarian terrorist groups and a few “renegades” who turned against the
establishment in Pakistan. At the same time, the Taliban has been actively supported to recover from the
reverses of Operation Enduring Freedom, and has carried out a campaign of escalating terrorism in
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Afghanistan from bases and widely known operational headquarters in Pakistan. Over the past five years,
they have successfully disrupted Kabul’s influence in a widening area that now covers more than a third of
the country’s territory on conservative estimates. Today, exhausted and desperate Western Forces are
striking deals with local Taliban commanders, and the idea of accommodating an oxymoronic “moderate
Taliban” in Kabul is finding increasing support in Washington. Pakistan has managed to wait out the storm,
with its strategic tool, the Taliban, substantially intact.17 The calculation has always been that the US and
Western powers will eventually lose patience in Afghanistan and return, in desperation, to the earlier
“franchise” arrangement, restoring Pakistan and its Taliban proxies to influence over Afghanistan.

6.2 A comparable calculation dominates Pakistan’s terrorist enterprise in India as well. Gradually, it is
expected, the permitted space for terrorism will expand under the umbrella of Western indiVerence,
exhaustion or preoccupation elsewhere—in Iraq, West Asia, concerns on “homeland” security, the
management of rising terrorism in Europe and the possibility of war in Iran—allowing Pakistan to restore
its campaigns of terrorism in India to pre-9/11 levels, or to escalate these well beyond, given the capacities
that have now been consolidated across much wider areas outside J&K.

7. The arrests of Islamist terror cells across Europe, America, South-, Southeast and Central Asia,
Australia and Africa have shed light on Pakistan’s ongoing role as an incubator of global Islamist terror and
subversion. A far more insidious danger also continues to be nurtured in, and exported from, Pakistan—the
propagation of the ideology of jihad, of communal polarization and hatred, and of the demonization of all
other faiths in the eyes of Muslims. It is not only the madrassahs and radical Islamist groups that are
involved in this enterprise, but the entire state system, including the public educational infrastructure created
and supported by the Government.18

8. Islamist terrorists do not recognise international boundaries, though state responses in target societies
continue to be tied down by irrational and self-imposed constraints, and on the presumed barriers of the
state’s territorial frontiers, its presumed interests and “sovereignty”. Vast spaces for free terrorist operation
and consolidation have also been created by the international community’s “tolerance of terrorism”,
particularly where terrorism appears to have a “domestic” profile, as against a purported “international”
mandate and objectives.

9. An ideology exists wherever it has believers; a method will be employed wherever it has calculable
likelihood of success. Unless the sources of Islamist ideological mobilisation and the possibility of terrorist
“successes” do not become the principal and relentless targets of international and non-discriminatory
counter-terrorism eVorts, the dangers of international Islamist terrorism will only continue to escalate.

10. Attempts at “incremental reform” of various component systems within the broad dynamic of the
Islamist extremist and militarized politics of Pakistan fail to accommodate the sheer size and complexity of
the system, and the impossibility of monitoring compliance.19 Specifically, there is little possibility of
“incremental reform” of the Islamist extremist and terrorist forces in Pakistan. Any eVort to absorb them
into the “mainstream” political system results in an increasing radicalization of that system, and an
undermining of democratic structures and formations, rather than a moderation of the radical elements.
International compellent strategies for Pakistan must target the “enduring strengths and weaknesses” of the
larger system, to secure clearly defined objectives that comprehend the fullest restoration of democracy;
complete military subordination to civil authority; constitutional government and rule of law; and the
dismantling of the Islamist terrorist infrastructure and its feeder mechanisms—the madrassahs, components
of the school and university curricula, the wider network of radicalized social and cultural institutions, laws
and practices that have systematically promoted religious fanaticism and hatred.

11. If these ends are to be secured, this will require an immediate end to the system of concessions and
aid that has unintentionally but systematically rewarded predatory and irresponsible policies on the part of
successive Pakistani regimes and particularly the current regime headed by President Pervez Musharraf. It
will require, further, the imposition of unbearable costs on Pakistan—and particularly targeting its power
elite—for policies and practices that fail to adhere to norms of civilized governance, that encourage or
support terrorism and extremism, and that lead to the expansion of the sphere of authoritarian and
unaccountable governance.

References
1 The various ideological streams that have, in varying measures, employed terrorist tactics in South Asia
principally include, but are not exhausted by, Islamism, Maoist or Left Wing Extremism, and Ethnicity-
based exclusionary and separatist movements.
2 At least 4,299 persons (civilians, security force personnel and terrorists) have been killed in connection with
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and Bangladesh (47). Data compiled from the South Asia Terrorism Portal at www.satp.org, and based on
open-source monitoring.
3 The most widely known are, of course, the Al Qaeda and the Taliban, located in Pakistan-Afghanistan,
and the array of Pakistan-based Islamist groups prominently including the Lashkar-e-Taiba, the Jaish-e-
Mumhammad, the Harkat-ul-Mujahiddeen, the Hizb-ul-Mujahiddeen, the Harkat-ul-Jihad Islami, among
others. For a detailed listing, see “Terrorist and Extremist Groups of Pakistan”, South Asia Terrorism
Portal, http://www.satp.org/satporgtp/countries/pakistan/terroristoutfits/group list.htm
4 For an exhaustive and updated listing, see K P S Gill, “Pakistan: The Footprints of Terror,” in Islamist
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kpsgill/2003/chapter2.htm. The 9/11 attacks themselves were a culmination of this process, and virtually all
the perpetrators and conspirators had trained, resided or met in, coordinated with, or received funding from
or through Pakistan. More specifically, the then-serving Chief of Pakistan’s military intelligence agency, the
Inter Services Intelligence (ISI), was directly implicated in a transfer of US$ 100,000 to the principal architect
of the 9/11 bombings, Mohammad Atta. See, for instance, Ahmed Rashid, “Musharraf is Untouchable”,
The Telegraph, 6 October 2006.
5 General Pervez Musharraf acknowledges the harsh existential choice he was oVered and his decision after
he “war gamed” the US, in his In the Line of Fire, New York: Free Press, 2006. See pp 199–203, particularly
his claim on Richard Armitage’s alleged threat to “be prepared to be bombed back to the Stone Age”, p 201.
Armitage subsequently denied the statement; see “Armitage Refutes Musharraf’s Claim”, CBS News,
22 September 2006.
6 See n 3 above.
7 William Milam in Eben Kaplan, “Backgrounder—The ISI and Terrorism: Behind the Accusations”,
Council on Foreign Relations, 10 October 2006, http://www.cfr.org/publication/11644/isi terrorism.html
8 Ajai Sahni, “Pakistan-USA: The State as Suicide Bomber”, South Asia Intelligence Review, Volume 1, No
49, 23 June 2003, http://www.satp.org/satporgtp/sair/Archives/1 49.htm
9 At least some aid funds flow directly to the terrorist groups, as was recently illustrated in revelations linked
to the multiple hijack conspiracy in the UK. See “15 held in Pakistan as scale and intricacy of threat is
revealed”, http://www.guardian.co.uk/pakistan/Story/0,,1844769,00.html; “Investigators believe alleged
plot tied to Asian quake relief”, http://www.cnn.com/2006/WORLD/europe 08/15/terror.plot/index.html
10 See Ajai Sahni, “The Dynamics of Islamist Terror in South Asia”, Journal of International Security
AVairs, Fall 2005, No 9.
11 Ibid.
12 Maulana Sayyid Abul A’la Maududi, Fundamentals of Islam, (Ed Khurram Murad), New Delhi:
Markazi Maktaba Islami Publishers, 2002, p 285.
13 Ibid. pp 296–302.
14 As in the calls for “Direct Action” on 16 August 1946, which resulted in the slaughters that came to be
known as the “Great Calcutta Killings”, as well as further riots and killings across Bengal and Bihar. See,
for instance, Rafiq Zakaria, The Man Who Divided India, p 109, 119–125.
15 The banner of “Jihad” was raised by Jinnah himself in the North West Frontier Province. Jinnah has often
been projected as being extraordinarily secular in his perspectives, and his last speech in the Pakistani
Parliament is cited as testimony to his vision of a Pakistan where religion, caste, creed and other diVerences
would not matter. Wali Khan, however, describes Jinnah’s conspiracy with Iskandar Mirza, to foment a
jihad in the NWFP, when the province, under the leadership of Khan Abdul GhaVar Khan, sought to
distance itself from the demand for Partition. Quoted in L C Jain, The City of Hope—The Faridabad Story,
New Delhi: Concept Publishing, 1998, pp 2–4, citing Wali Khan, Facts are Facts, Vikas Publishers, New
Delhi.
16 Ajai Sahni, “The Stupidity in Afghanistan”, South Asia Intelligence Review, Vol 5, No 15, 23 October
2006, www.satp.org
17 See, Ahmed Rashid, “NATO’s Top Brass Accuse Pakistan over Taliban Aid”, Telegraph.co.uk,
6 October 2006, http://www.telegraph.co.uk/news/main.jhtml?xml%/news/2006/10/06/wafghan06.xml&
DCMP%EMC-new 06102006; Tunku Varadarajan, “An ‘Ally’ with his own Agenda”, The Wall Street
Journal, 19 October 2006; G Parthasarathy, “Re-emergence of Taliban: Towards Waziristan-style deal in
Afghanistan.” The Tribune, 19 October 2006; Barnett R Rubin and Abubakar Siddique, Resolving the
Pakistan Afghanistan Stalemate, Special Report, Washington: United States Institute of Peace, esp pp 11
and 14.
18 See, for instance, Ajai Sahni, “Why do they hate us?” South Asia Intelligence Review, Volume 2, No 38,
5 April 2004, http://www.satp.org/satporgtp/sair/Archives/2 38.htm; The Subtle Subversion: The State of
Curricula and Textbooks in Pakistan, Sustainable Development Policy Institute, Islamabad, www.sdpi.org;
Yvette Claire Rosser, Islamisation of Pakistani Social Studies Textbooks, New Delhi: Rupa, 2003.
19 Several commentators have noted “compelling reasons” why Pakistan’s “comprehensive strategic
makeover will not happen”. See, Hussain Haqqani, “The Role of Islam in Pakistan’s Future”, The
Washington Quarterly, 28:1, pp 85–96; Robert Wirsing. “Pakistan’s Transformation: Why it will not (and
need not) happen”, Asia-Pacific Center for Security Studies, Volume 4, Number 2, January 2005,
http://www.apcss.org/Publications/APSSS/Pakistans%20Transformation.pdf; Christine Fair, “The
Counterterror Coalitions: Cooperation with India and Pakistan”, Rand Corporation Monograph,
http://www.rand.org/pubs/monographs/2004/RAND—MG141.pdf, 2004; Ashley Tellis, “US Strategy:
Assisting Pakistan’s Transformation”, The Washington Quarterly, Winter 2004–05.
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Written evidence submitted by Dr Hugo Gorringe, University of Edinburgh

THE POSITION OF DALITS (EX-UNTOUCHABLES/SCHEDULED CASTES)

Who are the Dalits?

“Untouchables” are those at the foot of the caste hierarchy. Condemned to perform the most menial and
degrading jobs they are considered to be carriers of pollution and, therefore, “untouchable”. Untouchables
have historically been denied the opportunity to identify themselves or mobilise for change. Dispersed,
divided and dominated by higher castes they have been identified, organized and acted on by others. Even
the socially revolutionary promises of the Indian Constitution in 1950 which rendered untouchability a
punishable oVence and instituted aYrmative action programmes to oVset inequalities have been unable to
eradicate untouchability in practice. Since the 1970s, therefore, Scheduled Caste (SC—referring to the list
of castes eligible for state benefits) groups have mobilized to challenge caste discrimination directly.

From the 1970’s, a significant aspect of this struggle has been the rejection of imposed labels and the
adoption of the term “Dalit”—a Marathi word meaning “downtrodden”—in a spirit of pride and militancy
(see Zelliot 1996: 267). Not all ex-Untouchables use the term but I do both for simplicity and because
activists perceived other epithets to be demeaning. SCs constitute 16.48% of the Indian population, but they
are not a homogeneous group. Dalits are splintered along lines of caste, class and region and some Dalit
castes have achieved significant degrees of social mobility whereas others continue to be regarded as
degraded and polluted.

Caste: Continuity and Change

To suggest that nothing has changed since Independence would be ridiculous. The Constitution has
undermined the legitimacy of caste and provided the oppressed with the institutional means to challenge
their subordinate status. The capitalisation and liberalisation of the economy, in conjunction with the
reservations system, has combined to reduce the association between occupations and caste status even
though kinship and caste networks still influence the allocation of social goods such as housing, employment
and education. Even where demeaning forms of labour persist, however, payment in cash has largely meant
that contractual exchanges are divorced from the connotations of purity and impurity. Finally, political
legislation has guaranteed parliamentary representation for the SCs although the eVectiveness of this
representation is subject to question. For purposes of this brief report I will focus on three key areas of
interaction: political, social and economic.

Politics

In formal, legal terms Dalits are equal citizens with the entitlement to aYrmative action programmes
which are designed to oVset the legacies of caste inequality. Government jobs and places in educational
institutions (as from late 2006 this applies to both public and private institutions) are “reserved” for Dalits in
proportion to their percentage of the population. These measures have begun to erode the close correlation
between caste and class status, but the structure of reservations is more impressive than the eVects on the
ground. Dalits are still disproportionately represented in the lowest rungs of government service (cleaners,
sweepers, clerks etc) and relatively absent in more prestigious bureaucratic and administrative posts. There
is also a perennial concern that the benefits of aYrmative action are monopolised by a privileged minority
within the Dalit castes. Introducing a financial component into the reservations, therefore, could help
distribute the advantages to a wider pool of people.

Caste has been increasingly politicised over the past two decades and caste concerns inform political
debate and competition. One upshot of this is that new forms of caste discrimination have emerged in the
political field: Dalits may be threatened, beaten or isolated if they vote for an autonomous Dalit candidate
for example. Whilst there are laws prohibiting caste discrimination, these are not thoroughly enforced. Only
a tiny percentage of cases registered under the Untouchability (Prevention Of) OVences Act actually result
in convictions.

Two of the most contentious issues in India today are reservations and representation. Thus, riots erupted
in protest against the extension of reservations to Private Higher Educational Institutions. Upper caste
youth argue that reservations penalise them for the sins of their ancestors. Since 1980 aYrmative action has
been expanded to include not only Scheduled Castes and tribes, but also those classified as Backward, Most
Backwards and Other Backward Castes. The anti-reservation protests need to be understood in this context.
The Government appointed Mandal Commission, however, concluded that caste continued to be a
determinant of social mobility and argued for its retention as a basis for redistribution.

The issue of representation highlights the partial nature of political reforms. Whilst 15% of constituencies
are set aside for SC candidates, SCs do not constitute a majority in any constituency. Studies have repeatedly
shown that “ordinary” Dalits regard Dalit political representatives as pawns. Since the 1970s this has
prompted an upsurge in autonomous Dalit mobilisation which has increased the number of people prepared
to vote in elections and taken Dalit parties to power in the key state of Uttar Pradesh. Dalit mobilisation,
thus, is both a sign of democratisation and an indication of unfulfilled promises.
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Social

Equality in the political realm, however, is only slowly filtering down to everyday practice. Caste relations
are negotiated at the local level and it is in villages and towns across rural India that the residual practices
of Untouchability are most keenly felt. The political assertion of Dalits has sparked a backlash from those
above them in the caste hierarchy which has resulted in violent acts of repression and the imposition of social
boycotts (when Dalits are denied work, access to shops and to common resources), intimidated, beaten and
killed simply because they come from a Scheduled Caste. Whilst inequalities in access to resources means
that the position of rural Dalits is particularly vulnerable, this does not mean that Dalits are able to escape
caste discrimination within the urban environment.

Caste violence is particularly prominent amongst the most vulnerable and impoverished groups. There is
a pressing need, therefore, for initiatives that challenge the means by which caste dominance is
institutionalised and act to reduce Dalit dependency. Institutional reform on its own, however, cannot
eradicate deep-rooted social stratification. Rather, there is a need for arenas in which people from diVering
communities can intermingle so as to confront the stereotypes that facilitate the resort to force.

A recent case from Tamilnadu (southernmost state in India) illustrates this point.5 Although several
panchayats were reserved for Dalit candidates by the Legislative assembly, social pressures and threats
against Dalits meant that the seats remained unfilled for over a decade. It was only when there was active
political intervention and dialogue that the impasse was overcome. It is clear that the discourse of caste can
alienate non-Dalit groups. Where eVorts are taken to engage members of the entire village, however, then
advances are possible (but see section on economics).

Such interaction is particularly urgent in those states (Bihar and Tamilnadu for example) where the
epistemic violence of caste practices has created an atmosphere in which violence is privileged as the pre-
eminent solution to social issues. The Melavalavu massacre provides ample evidence of the insecurity of
legislative intervention in the local, face-to-face communities where issues of caste pride and honour are
most at stake.6 Rather than railing against the senselessness of caste violence, however, this approach
suggests that small steps at an early stage might diVuse the tension: ensuring, for example, that the police
force does not reflect the local caste composition would allow for a neutral arbiter, and training police
personnel in peaceful crowd control could minimise violence at demonstrations. Land reforms (if enacted),
and the provision of non-agricultural rural industries, could also undermine the material basis of caste pride
and exclusivity.

Economics

Whilst a significant minority of Dalits have benefited from reservations and alterations to the employment
structure, the vast majority of Dalits still work as unskilled manual labourers, mostly in the agricultural
sector. Landless agricultural labourers are subject to the vagaries of the weather, crop prices and increasing
industrialisation of agriculture. The marginalisation of Dalits in the Indian economy leads Mendelsohn and
Vicziany (1998) to speak of a new class of proletarian labourers existing on the peripheries of society. Caste
continues to inform the processes by which recruitment and appointments are made. These informal
networks have been referred to as “the hidden reservations” of higher caste groups.

Access to caste neutral jobs and free schooling has begun to erode the basis of caste dominance, but rural
Dalits can still be denied access to basic resources and amenities because of inequalities on control over
resources in rural areas.

Religion

Given the current focus on religious conversions (especially to Buddhism)—as 2006 is the 50th
anniversary of Ambedkar’s (the foremost Dalit leader of the 20th Century, the first Law Minister of India
and Chairman of the panel that drafted the Constitution) conversion—a brief word is in order. Whilst
significant numbers of Dalits have opted to convert to more egalitarian religions (especially Buddhism,
Christianity, and Islam) it is clear that conversion alone does not alter the material conditions of
Untouchability. Dalits continue to face discrimination from upper castes within and without their new
religious communities. It is in recognition of this fact that Christian and Muslim Dalits have agitated for
reservations to be extended to them. Buddhist Dalits are entitled to reservations.

The main virtues of conversion, thus, are not material but psychological. Converts speak of a sense of
release and freedom from the stigma and degradation attached to Untouchability. Conversion has
emboldened Dalits to renounce the caste practices traditionally associated with Untouchability or to revalue
them and demand equal pay for equal work. Eschewing Hinduism is also a key means of voicing opposition
to the caste system.

5 See: http://www.frontlineonnet.com/stories/20061103003813200.htm
6 See Gorringe (2005) for details.
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Overview

Huge strides have been made since Independence, but much remains to be done. Political and legal
structures remain meaningless until they are implemented and inform interactions at the ground level. Dalits
continue to face repression and violence. This oppression is not the “traditional” ostracism of a supposedly
impure group. Caste violence now is bound up with political competition and struggles over resources.

Hugo Gorringe is a lecturer in Sociology at the University of Edinburgh. He researches and writes on
Dalit politics and the reproduction caste inequalities in India. Publications include: Untouchable Citizens:
The Dalit Panthers and Democratisation in Tamilnadu, New Delhi, Sage (2005); “Banal Violence? The
everyday Underpinnings of Collective Violence” in Identities: Global Studies in Culture and Power 13(2): pp
237–60 (2006); “You Build Your House, we’ll build ours”: The Attractions and Pitfalls of Identity Politics’,
in Social Identities, 11(6): pp 653–672 (2005); “Which is Violence? Reflections on Violence and Social
Movement Activity”, in Social Movement Studies 5(2): pp 117–136 (2006).

Dr Hugo Gorringe

October 2006

Written evidence submitted by M J Gohel, Asia-Pacific Foundation

THE CHALLENGE OF TERRORISM FOR INDIA AND PAKISTAN

Introduction

The region of South Asia, is an unpredictable part of the world, and which is beset with numerous and
conflicting security challenges resulting in intractable, and also quite discernible dilemmas. The ongoing
conflicts often spill over ethnically and geographically, mostly porous frontiers bringing states into conflict,
fuelling ethnic and communal divides and creating an arms race, on the one hand, and bringing greater
misery to the people who have been the worst suVerer in conflict situations, on the other. The threats and
challenges have now evolved further where the emergence of trans-national terrorism has become a feature
to the security dynamics of the region and in particular for India and Pakistan.

Trans-national terrorism is a complex rather than a simple phenomenon, and if nations are to respond
appropriately to terrorist challenges, these complexities must be taken into account. The cases of India and
Pakistan illustrate some of the diverse forms of terrorism, and suggest that there is no easy solution to the
problem that it poses. At the same time, the interconnections between countries in South Asia require the
integration of responses so that they produce viable measures and strategies in tackling terrorism.

In the post-September 11 era, the phenomenon of terrorism in India and Pakistan was hardly new. There
is, however, a crucial diVerence between the experiences of India and Pakistan. The forces of terrorism have
not significantly undermined the capacities of the Indian state but nevertheless have inflicted a high number
of civilian casualties. Alternatively, terrorism has severely compromised and weakened the position of the
Pakistani state and as a result also Afghanistan, albeit in diVerent ways and in parallel with other forces of
debilitation.

In India, ordinary people have largely fallen victim to the intrusion of trans-national terrorism, whereas
in Pakistan terrorism has come in the form of sectarian attacks mounted by extremist groups, against those
whom they socially construe as enemies. Yet ironically, the growth of sectarian violence in Pakistan itself
derives in the most part from Pakistan’s nurturing of forces with a trans-national character, which has given
rise in the country for both the means of extreme violence, and an ideology that legitimates its practice both
within its territory and beyond. Pakistan spent most of the past two decades holding a tiger by the tail, and
it is far from clear that either it or others will manage to escape the worst consequences of that precarious
partnership.

Pakistan’s Paradoxical Relationship With Terrorism

The problem of terrorism in Pakistan has a paradoxical character, since its manifestations spring from
two seemingly contradictory features of the political system. On the one hand, the weakness of the state has
permitted sectarian terrorism to flourish in recent years. On the other hand, elements of the armed forces,
have played a role in nurturing terrorist groups committed to advancing Pakistan’s geopolitical interests
with respect to its eastern neighbour India and its western neighbour Afghanistan. As a result, the challenge
of terrorism in Pakistan is intimately related to the debilitating centrifugal forces that aZict the country
more generally.

Forces of this sort thrive on the vacuum of eVective state power that marks the Pakistani political order.
One of the most striking contrasts between India and Pakistan is that whereas the former was largely
successful in building on the legacy of legislative and judicial institutions inherited from British colonial rule,
Pakistan almost from its origin was faced with severe challenges in its search for appropriate political forms
and national identity. The 1948 death of Pakistan’s founder, Muhammad Ali Jinnah from tuberculosis, and
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the 1951 assassination of its first prime minister, Liaqat Ali Khan, removed two of the steadiest hands from
Pakistan’s helm, and set the scene for the internal conflicts that led to prolonged periods of military rule from
1958–62, 1969–72, 1977–88, and from October 1999 to the present day. Faced with the threat of military
intervention in politics, civilian politicians all too often concentrated on using public oYce as a positional
good to extract resources from the wider society that in turn fuelled popular cynicism and discontent, and
created a constituency for the messages of purification that Taliban-like forces set out to articulate in the
1990s. In the meantime, as a result of the Islamisation policies of General Zia ul-Haq from 1977 to 1988,
religious groups managed to secure a foothold in the military, thanks in part to the influence of the Jamaat-
e-Islami (Islamic Assembly) and the Tablighi Jamaat (Proselytizing Group).1

Pakistan has fallen victim not to terrorism directed against it by external forces, but rather to the corrosive
eVects of extremist groups, many with a trans-national ideological orientation, that have flourished within
its own borders, and often with the tacit support of military intelligence elements. Therefore, the remedy for
the security dilemma must and can only lie primarily within Pakistan itself.

The fear of an Islamist takeover in Pakistan has been the driving force behind most Western countries’
foreign policies toward Islamabad in recent years. The possibility that violent extremists would assassinate
General Pervez Musharraf, the country’s military ruler, and throw Pakistan into turmoil, take over the
country and its nuclear weapons and escalate regional and trans-national terrorism has dominated the
psychological and political landscape since 11 September 2001. Such fears have usually led to support of
the Pakistani military as the only institution able to contain the danger.

However, the reality is that the Islamist threat is not as autonomous and visibly distinctive as many
assume. It is clear that internally within Pakistan there has been an increasing emergence of religious
violence, both sectarian and jihadist, but serious law-and-order problems do not necessarily mean the fate
of the state is in jeopardy. No Islamic organisation has ever been in a position to politically or militarily
challenge the role of the one and only centre of power in Pakistan, the army.

On 8 May 2002, in the southern Pakistani city of Karachi, a suicide bomber rammed a car full of
explosives into a minibus in front of the Sheraton hotel killing one French national and three Pakistanis.
The Sunni sectarian group, the Lashkar-e-Jhangvi (LeJ), claimed responsibility for the attack. It was also
in Karachi that on 14 June 2002, a suicide attacker crashed a bomb-laden car into a guard post outside the
US Consulate, killing 11 people. The massive blast came only hours after US Defence Secretary Donald
Rumsfeld departed from Pakistan.

The same infrastructure that supports regional sectarianism is now being used for the current Afghan
insurgency. Pakistan has now become the headquarters for the resurgent Taliban, based in Quetta and
Peshawar.2 It is from here that the Taliban have remerged, become revitalised, and have learnt from the
tactics of the insurgents in Iraq and implement them in Afghanistan with deadly eVect. For example, in 2006,
there has been a sharp increase in the number of suicide attacks. To put it in to context, suicide bombings
have soared from two in 2002 to about one every five days.3

By failing to stop the Taliban and al-Qa’ida from escaping into Pakistan, then diverting troops and
resources to Iraq before Afghanistan was resolved, the back door was left open for a Taliban comeback.
Compounding the problem, reconstruction eVorts have been slow and limited, and the US and NATO didn’t
anticipate the extent and ferocity of the Taliban resurgence or the alliances the insurgents have formed with
other Islamic extremists and with the world’s leading opium traYckers.

The Kashmir Experience

In contrast to the situation in Pakistan, India’s political system has not been undermined by terrorism.
Nonetheless, the country has had diverse encounters with this threat. While the cases of Punjab and Kashmir
are well known, in the northeast of India there are a number of regions that have experienced complex
terrorist threats on their territory, notably Nagaland, Manipur, Assam, and Tripura.

Terrorism has largely been limited to particular regions of the country, and when it has struck at particular
oYceholders, like with the assassination of Rajiv Gandhi by a Tamil Tiger suicide bomber, the positions
that they have occupied have been suYciently institutionalised so that the loss of a particular incumbent did
not destabilise the system as a whole. It’s an important feature to which procedural norms and the political
ideal of the rule of law have taken root in India.

Amongst all the areas where terrorism has a presence, the violence unleashed in Indian Kashmir has
proved vastly more intractable than any other. The terrorist movement that erupted in Indian Kashmir in
1989 has devastated the regional state administration and its people’s lives. Similarly to the present situation
in Afghanistan, the trans-national character of the security challenges in Kashmir is one of the key
contributing factors to its intransigence. While the status of Kashmir has led to wars between India and
Pakistan in 1948 and 1965, and a major clash in 1999 in Kargil,4 its violence has largely played out in the
form of terrorist attacks in the Indian part of Kashmir.

Following the Soviet withdrawal from Afghanistan, the problems in Indian Kashmir began in 1989.
Pakistan’s military intelligence agency, the Inter Services Intelligence directorate (ISI), then under the
command of General Akhtar Abdur Rehman, started making a case for a conflict there in the mid-1980s.5

The plan was that when the jihad in Afghanistan had successfully seen oV the Soviet Union, the mujahideen
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that the ISI had trained and controlled would be unleashed into Indian Kashmir. The intention was to
replicate the policy of “death by a thousand cuts” that was so successfully used in Afghanistan. Rehman did
not survive to see his plans come to fruition. He died in an air crash that also killed military dictator General
Zia ul-Haq on 17 August 1988. He was succeeded by Hamid Gul for whom Kashmir was the central focus
of activity for generals of this ilk, and Afghanistan became a theatre in which they could nurture extremists
for conflict in Kashmir without a trail leading directly back to them. According to former CIA Chief of
Counter-terrorism, Vincent Cannistraro “This arrangement allowed Pakistan “plausible denial”, that it was
promoting an insurgency in Kashmir.”6

The US 9/11 Commission Report, revealed that “Pakistani intelligence oYcers reportedly introduced
[Osama] Bin Laden to Taliban leaders in Kandahar, their main base of power, to aid his reassertion of
control over camps near Khowst, out of an apparent hope that he would now expand the camps and make
them available for training Kashmiri militants.”7

For the military and fundamentalists in Pakistan, Kashmir is an obsession, the only task unfulfilled since
the time of Muhammad Ali Jinnah. Moreover, a crisis in Kashmir constitutes an excellent distraction and
outlet for the frustration at home, an instrument for the mobilization of the masses, as well as gaining the
support of the Islamist parties and primarily their loyalists in the military. However, the armed struggle
currently waged in the name of the Kashmiri people has very little to do with their fate and future. Through
the army’s manipulations, Islamabad has portrayed the Kashmiri struggle into a drive for Kashmir’s
unification with Pakistan.

One of the most controversial incidents involving the ISI and its murky connection to terrorism, involved
British Pakistani, Ahmed Omar Saeed Sheikh, who allegedly on the instructions of General Mahmoud
Ahmed, the then head of the organisation, wired $100,000 before the 9/11 attacks to Mohammed Atta, the
lead hijacker. It remains a curious concern that neither Ahmed nor Sheikh have been charged and brought
to trial over this incident.8 Prior to this, Sheikh, had been arrested by Indian police in 1994, for kidnapping
an American and three British tourists in New Delhi. In 1999, while serving a prison sentence for terrorist
oVences, an Indian Airlines plane was hijacked to Kandahar in Afghanistan, and in exchange for the 155
hostages on the plane, Sheikh and two other terrorists, were freed from jail. Sheikh, later went on to be
directly involved in the abduction and brutal beheading of US journalist, Daniel Pearl.9

The British Connection

The larger issue and problem here is that British Muslims like Ahmed Omar Saeed Sheikh are being
increasingly drawn to join up with extremist groups in Pakistan and take part in terrorist attacks. This was
vividly and graphically illustrated on 7 July 2005, when four devices exploded in London killing 52 people
and leaving over 700 injured. On 12 July it transpired that four home-grown suicide bombers, three
of Pakistani origin and one Jamaican convert, carried out the terrorist attacks. The names of the
perpetrators—Hasib Hussain, Mohammad Sidique Khan, Shehzad Tanweer and Germaine Lindsay—have
been permanently etched on the minds of British society ever since. It has been established that Mohammad
Sidique Khan and Shehzad Tanweer did travel to Pakistan on a number of occasions before the 7/7 attacks.
However, what is not clear and what no one has been able to definitely ascertain is what they did whilst in
Pakistan.10 Some Britons have gone to Pakistan where they have joined terrorists groups launching attacks
in Kashmir and now more recently in Afghanistan. Whilst in Pakistan they are trained and given the skills
and tools to carry out an attack as well as the ideological religious justification, as adopted by the radicals,
to kill and be killed. It is through this experience that some end up as the new generation of recruits for
al-Qa’ida and the global jihad movement.

Terrorists that operate in Kashmir employ guerrilla and military tactics similar to the methods of the
insurgents in Iraq, including hit-and-run strikes, raids, ambushes, kidnappings and beheadings and use of
mines and remote-controlled explosives. Their expert use of weapons, timing of attacks, and selection of
targets and knowledge of terrain indicates a high level of professionalism. They use the narrow and winding
lanes and by-lanes of urban areas to strike by surprise and melt away in to the civilian fabric of society. They
use the hills, forests, and gullies of the mountainous terrain for their hide-outs. Disturbingly, they undertake
suicide (fidayeen) missions. The deadliest fidayeen assault so far has been the bombing of the Indian
Kashmir state legislature on 1 October 2001, when a suicide bomber rammed a car full of explosives into
the main gate of the building, killing 29 persons, including five policemen.11

Terrorists also engage the Indian army and police forces in regular encounters, and exhibit a high degree
of tactical skill and grit in such situations. On 25 December 2000, 24-year old Bilal Mohammed took part
in a fidayeen mission and blew himself up outside an Indian army headquarters in Srinagar, killing 10
people. Bilal was a Briton of Pakistani origin, from Birmingham, a youth who frequented nightclubs until
he reportedly had became very religious. Bilal’s notoriety will be that he was the first British suicide bomber.

The point here is that the terrorist infrastructure in Pakistan whilst still in place will continue to act as a
recruiting ground for young British and other European Muslims that are being drawn and attracted by the
ideology and doctrines that Osama bin laden preaches. Pakistan needs to recognise the terror groups for
what they are. Dangerous institutions which they have become, whose resources and reach have continued
to grow over the years and which now are threatening to destabilize and bleed not just Pakistan but the entire
region and beyond.
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Pakistan’s reluctance to clampdown on terror groups that are particularly aligned to al-Qa’ida’s ideology
suggests that it does not recognise its own susceptibility to the culture of violence it has helped nurture and
maintain. Therein lies the problem. The three main terrorist groups that operate in Pakistan which are
aYliated to the al-Qa’ida school of thought and launch trans-national attacks are the Lashkar-e-Toiba
(LeT), Jaish-e-Mohammed (JeM) and the Harkat-ul-Mujahideen (HuM). These groups also currently
operate under a number of diVerent aliases particularly as they have been banned in most European Union
countries as well as the United States.12 The LeT also has many international linkages including in the
United Kingdom. On Friday 17 March 2006, Mohammed Ajmal Khan, from Coventry, was jailed for nine
years in the UK after admitting directing a terrorist organisation, including providing weapons and funds
to the LeT.

The Battle of Ideas

Many terrorists active in the region, and indeed, the wider world, received training in the same madrassas
(religious seminaries) where Taliban and al-Qa’ida fighters studied, and some received military training at
camps both in Pakistan and Afghanistan.13 Pakistan’s madrassa system of Islamic education has come under
intense scrutiny in the wake of the attacks in the United States on 9/11. The debate evokes images of jihad,
warfare training, terrorism and an archaic system of education. Madrassas do indeed play a role in violence
and conflict but they also have a key place in Pakistan’s religious and social life.

Madrassas have a long history in Pakistan and in Muslim societies generally. They serve socially
important purposes, and it is reasonable for a government to seek to modernise and adapt rather than
eliminate them. International assistance to Pakistani education, especially from Western donors, however,
should focus heavily on rebuilding a secular system that has been allowed to decay for three decades. Any
international assistance for the government’s madrassa reform project should be closely tied to proof that
it represents a genuine commitment to promote moderate, modern education and on the condition the
government identifies and closes madrassas aYliated with banned extremist groups, makes it obligatory for
all madrassas to disclose their sources of income and declare dissociation from any militant activity or
group. Funding for reform projects should be suspended if the government fails to do so. International
financial institutions providing, or intending to provide, financial assistance for madrassa reform should
also make their grants conditional on the above criteria.

The Musharraf government’s dilemma lies in Pakistan’s political history, in which the military has
retained state power at the expense of democracy and socio-economic development. To prolong their rule,
military governments have formed domestic alliances, including with the clergy. In this process, civil society
has been undermined and bigotry has flourished. For instance, madrassas multiplied under Musharraf’s
predecessor, Zia ul-Haq. The military is now reaping a harvest of militancy the seeds of which were sown
a quarter of a century ago.14

Since taking power in a military coup on 12 October 1999, General Musharraf has made numerous
pledges to modernise madrassas, change their image, and integrate them into the formal education sector.
Seven years on, the government has done little to change its madrassa policy. The clergy has successfully
lobbied against any attempt to the reform madrassa system or eliminate militancy.

Terrorist Attacks In India, Post September 11

On 13 December 2001, five individuals drove into India’s parliament complex in New Delhi through its
main gate. On being challenged by security personnel, the terrorists opened fire resulting in a shootout that
lasted for nearly an hour. Nearly 200 Members of Parliament, including senior ministers were present inside
Parliament at the time of the attack. Although none of the MPs were harmed, eight people and the five
terrorists were killed during the ensuing shootout.

The terrorist attack was blamed on the Lashkar-e-Toiba and the Jaish-e-Mohammed. The modus
operandi of the suicide squad was similar to the fidayeen attacks in Indian Kashmir. The attack on the New
Delhi parliament almost brought India and Pakistan to war which was narrowly averted due to intervention
by the international community.

Following the then Indian Prime Minister Vajpayee’s “hand of friendship” speech towards Pakistan on
18 April 2003, there has been some easing of tensions between the two countries. In February 2004
composite dialogue began in which India and Pakistan took a number of positive steps in improving
relations between both countries.15

Within Indian Kashmir, the relative decline in violence has helped stabilise the economy, and tourism is
increasing in the Kashmir Valley. For most people, the ceasefire on the Line of Control (LoC) is the most
significant development. However, the trust and goodwill essential for resolving more contentious issues like
cross-border infiltration by terrorists is absent.

There is still deep scepticism that Pakistan’s support for insurgents and terrorists in Kashmir has ceased.
Musharraf’s stance on the issue are currently restricted to rhetoric. Unlike former prime ministers Benazir
Bhutto and Nawaz Sharif, who had the backing of their domestic constituencies for reconciliation with
India, Musharraf’s only constituency is a military establishment that retains the belief that a proxy war in
Kashmir is the only way to pressure it into making concessions on areas of national interest.
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A reduction of infiltration and violence in Indian Kashmir would benefit all parties—India, Pakistan and
the Kashmiri people. Jihadist organisations are as much a threat to the Pakistani state as they are to India,
and it would best serve Pakistan to eliminate their infrastructure. If violence and terrorist attacks recede in
Kashmir, India will be in a position to reduce its troop presence in Kashmir, and the Kashmiri people can
rebuild their lives in peace, no longer targeted by the militants or forced to live in a virtual state of siege.

The Kashmir Earthquake

The Pakistan government’s ill-planned and poorly executed emergency response to the 8 October 2005,
earthquake highlighted the inadequacies of authoritarian rule. As the government now embarks on up
to four years of reconstruction the absence of civilian oversight and inadequate accountability and
transparency could seriously undermine the process. Should jihadist groups that have been active in relief
work remain as involved in reconstruction, threats to domestic and regional security will increase. It was
deeply worrying that that the military was tasking the militant groups to redistribute western aid to the
earthquake victims.

Although civil society volunteers and international organisations rushed into action just hours after the
earthquake, countless lives were lost because of the military’s ineVective response. The army’s incapacity
reflected its institutional shortcomings and neglect of the civilian infrastructure needed to manage responses
to natural disasters. While civilian authorities and institutions usually undertake humanitarian relief, the
military has excluded elected bodies, civil society organisations and communities and sidelined civil
administration from the eVort, as well as its reconstruction and rehabilitation plans.

However, ironically, by accepting a major role for banned jihadist groups in humanitarian relief eVorts,
the government’s policies are helping Islamist radicals to bolster their presence in the earthquake-aVected
areas of the North West Frontier Province (NWFP) and Pakistan Kashmir. The willingness of western
donors to accept the Pakistani military’s directives and priorities, willingly or reluctantly, has also
inadvertently empowered extremists and could further undermine the prospects of democratisation in
Pakistan and Pakistan-administered Kashmir.

Natural disasters sometimes create the political conditions for peacemaking. While the October
earthquake led to some minor confidence-building measures, it did not dissipate India and Pakistan’s
mutual mistrust. This was to be expected since banned terrorist groups such as the Lashkar-e-Toiba and
Jaish-e-Mohammed are operating under new names or through front organisations in relief eVorts, thus
providing ample evidence that their infrastructure remains intact.16

The real danger of Islamist relief groups radicalizing people will arise if they play a major role in educating
the young generation, especially the tens of thousands of earthquake orphans.17

Beyond Kashmir

Trans-national al-Qa’ida aYliated terror groups have begun to spread their activities from the confines
of Kashmir to the urban heartlands and the commercial and religious centres of India. The primary aim is
designed to create economic, political and social turmoil. The strategy is to undermine the growing
development of India’s burgeoning economy by inflicting maximum collateral damage. Kashmir is now a
mere stepping stone of a wider agenda by terrorist groups that have adhered themselves to the bin Laden
world view.

On 11 July 2006, a synchronised series of seven bomb blasts, during the evening rush hour, took place on
the railway system in Mumbai, India’s financial centre for commerce and industry and largest populated
city. It was a highly sophisticated and well planned operation involving high grade explosives in which 209
people were killed and over 700 injured. Investigators have blamed the LeT for this attack.18 Mumbai is to
India as New York is to the US or Shanghai to China. The city is driving India’s economic boom. It is for
that reason that commercial hubs like Mumbai, London, New York and Madrid are natural target for
terrorist attacks.

The Mumbai bombings came after a number of other mass casualty terrorist attacks in India’s major cities
and holy sites. This includes the attack in Mumbai on 23 August 2003 which killed 55 people, the bombing
in New Delhi on 29 October 2005, that killed 61 people, and the explosions in the holy city of Varanasi on
7 March 2006 in which 15 people were killed.

It is important to note that the Mumbai 11 July attacks came just a few days before the G-8 Summit on
15 July in St Petersburg, Russia. The London attacks in 2005 also coincided with the G8 Summit held in
Scotland. In addition, there were also a plethora of al-Qa’ida statements in 2006 by Osama bin Laden and
his deputy, Ayman al-Zawahiri. Often when they issue copious messages it acts to inspire and encourage
regional aYliates throughout the world to launch attacks. In the past India has been mentioned and singled
out by the al-Qa’ida leaders six times in total. India has also developed strong relations with the United
States at a strategic and diplomatic level. US Presidents, Bill Clinton and George W Bush have visited the
country in 2000 and 2006 respectively. In addition, there is also now an annual UK-India summit and
relations with the European Union has been further enhanced over the last few years. This has brought New
Delhi further into the focus of the global jihad movement.
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It is unlikely the Indian economy will be deflected by terrorism anymore than it has in New York, London
or Madrid, so an attack may not undermine the commercial fabric of a city but it will leave deep indelible
scars. For India’s business leaders there will be a need to maintain foreign confidence as the country is on
the verge of a large increase in foreign investment that will not only create jobs but markets as well. Foreign
direct investment helps build commercial relations with investing countries and it is this relationship the
terrorists seem keen to disrupt and damage permanently.

Al-Qa’ida’s South Asia Prism

The first indication that bin Laden wanted to add South Asia to his global ideological agenda was on
16 September 1999, when his views were printed in Pakistan’s mass circulation Urdu language newspaper
Jang : “India and America are now our biggest enemies . . . all Mujahideen groups in Pakistan should come
together now to target India.”19

There were three reasons for bin Laden’s comment. Firstly, prior to the Taliban being dislodged in
Afghanistan, India’s “proactive” support for the weak and outnumbered Northern Alliance and their
leaders Burhanuddin Rabbani and Ahmed Shah Masood which was to the detriment of his hosts, the
Taliban, rankled with bin Laden. Secondly, the al-Qa’ida leader saw India and the United States continue
to develop their evolving relationship through new dimensions and most alarming to bin Laden through the
field of counter-terrorism which involved sharing of intelligence on groups that operated in Pakistan and
Afghanistan. Lastly, he wanted to increase his own standing in Pakistan and by aligning with the Pakistani
terrorist groups he would increase his sphere of influence and spread his doctrine of global jihad in South
Asia against the secular and democratic nations.

In the “Letter to the American People” November 2002, which was claimed to be from bin Laden, al-
Qa’ida continued the policy of mentioning Kashmir and the need to expel Indian forces. It illustrated that
Kashmir was a firm fixture on the al-Qa’ida agenda, particularly as bin Laden’s views were receiving an ever
increasing amount of support with Pakistan’s terrorist groups as well as the people in Pakistan’s urban
heartlands and tribal areas.20

In the past the Pakistani terror groups and al-Qa’ida operated in diVerent spheres but over the last few
years through the rapid increase of fundamentalism in Pakistan there has been a meeting of minds for global
jihad. Many Islamists in Pakistan have moved away in their India-centric hatred and now also encompasses
the United States, Israel, the West and the secular world. In addition, the collective experiences of having
trained, fought and died together in Afghanistan led to camaraderie. The post 9/11 trajectory of al-Qa’ida’s
network demonstrates that the loss of its training camps in Afghanistan has not damaged the operational
capability of the group, Pakistan has become its primary logistical base.

As the hunt for bin Laden continues, it has become increasingly likely that he is sheltering in Pakistan.
What is interesting and worrying at the same time is that senior al-Qa’ida members are being captured in
major urban heartlands throughout Pakistan and not in the mountains along the Afghan-Pakistan border
as has become the popular myth for al-Qa’ida’s lair. It is also of some concern that the al-Qa’ida terrorists
feel comfortable to reside in large Pakistani cities where their activities would be far easier to monitor.

Through the eVorts of the CIA and the FBI Abu Zubaydah was arrested in Faisalabad on 28 March 2002;
Ramzi Binalshibh, was captured in Karachi on 11 September 2002; on 29 April 2003, Tawfiq bin Attash was
apprehended in Karachi; on 25 July 2004, Ahmed Khalfan Ghailani was arrested, following a shootout, in
the city of Gujrat, southeast of Islamabad. The biggest capture so far of an al-Qa’ida member was of 9/11
master planner Khalid Shaikh Mohammed on 1 March 2003, in Rawalpindi.

Five years after the September 11 terrorist attacks, Osama bin Laden has not been captured, nor has his
deputy, Ayman al-Zawahiri or the Taliban leader Mullah Omar. Worryingly Pakistan remains at the
epicentre of the global jihad movement.

The Democracy—Security Connection

Following in the footsteps of his military predecessors General Musharraf has tried to justify
authoritarian rule by maligning Pakistani politicians, and to consolidate his regime by marginalising
opposition parties. Pakistan’s moderate opposition parties are under siege. The leaders of the Pakistan
Peoples Party (PPP), Benazir Bhutto, and the Pakistan Muslim League, Nawaz (PML-N), Nawaz Sharif,
the principal members of the anti-military coalition, the Alliance for the Restoration of Democracy, are in
exile, in prison, or disqualified from elections. Also, like his military predecessors, Musharraf has created
his own party, the Pakistan Muslim League—Quaid-e-Azam (PML-Q), to give authoritarian rule a civilian
face and undermine the political opposition.

Throughout Pakistan’s history, a weak and polarised political system has enabled the military to seize
and maintain power. A successful transition to democracy, therefore, will require the PPP and the PML-N
to renounce the vendettas that characterised their rivalry during the flawed democratic transition of the
1990s. Successful democratic transition depends as much on the parties’ willingness to sustain their own
reform, as on the military’s acceptance of civilian supremacy.
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Western governments should not let fear of an Islamist threat distort their dealings with Islamabad.
Neither in Indian Kashmir, where infiltrations had resumed before the recent earthquake, nor in its Afghan
policy is the Pakistani Army constrained by majority public opinion or any specific constituency. Changes
in policy merely reflect changes within the army and are not related to domestic pressures or Islamist
influences. It is unwise and unnecessary to heed arguments that one should not press the Pakistani president,
General Musharraf, to crack down on the terrorist infrastructure for fear of causing his overthrow by
extremists.

Western governments undermine their own interests by invoking the “Islamist threat” to justify support
of military regimes. This approach has contributed to the perception in the Muslim world in general, and
in Pakistan in particular, that democracy is something to be applied selectively. Restoring democracy in
Pakistan should be a priority.

Strong internal and external political pressures will be necessary to reform the regime because the
army will not voluntarily empower civilian institutions. Countries whose financial assistance, arms, and
political counsel Pakistan needs should condition economic and military aid on steps toward genuine
democratisation and development. Such conditionality is often claimed but rarely enforced.

As irksome, as protracted, and as expensive as this strategy may sound, it is important to remember that
constant support to the Pakistani Army and to regimes whose legitimacy is questioned by Pakistan’s
population has led to resentment and suspicion of the West and has not significantly improved either
Western or South Asian security.

Assessment

India and Pakistan’s leaders insist that the normalisation process is irreversible but while the two countries
have stabilised their relationship, reducing the risk of war, many challenges lie ahead. One of the greatest to
sustaining the process is an asymmetry of perceptions and expectations. Indian policymakers want to move
cautiously, hoping that an improved bilateral environment will help create the conditions to persuade
Islamabad to act on halting cross border terrorism. Pakistan’s military government has made the expansion
of ties and bilateral cooperation, such as trade, conditional on the issue of Kashmir.

India and Pakistan reflect somewhat diVerent challenges. The overall integrity of India as a territorial and
political unit is not fundamentally threatened by terrorism, although the ongoing killings in Kashmir, and
occasional spectacular attacks in the major cities like New Delhi and Mumbai, means that Indian authorities
have no room for complacency. However, India does face the risk of sliding into a war with the state from
which terror groups operate, and this ensures that security will figure prominently on the agenda of issues
that preoccupy the Indian political elite. Pakistan, as a result, in part, of its existential insecurity, has
permitted jihadist and sectarian groups to operate in pursuit of its own regional foreign policy objectives.
However, it may find that like the sorcerer’s apprentice, it has let loose forces that have aVected it in a
destructive way.

Intent on appeasing the mullahs, the Pakistani military continues to stall on measures to contain Islamist
extremism, including madrassa reform. However, its alliance with the mullahs has resulted in a resurgence
of such extremism, which will ultimately work to its disadvantage. It is in the Pakistani military’s own
interests to ensure that its religious clients do not gain even greater internal autonomy and influence.

What the West perceives as a threat to the regime in Pakistan are in reality manifestations of the Pakistani
army’s strategy to maintain total political control. This monopoly of power by the military is preventing the
emergence of a truly democratic and economically stable Pakistan. By focusing on only Islamist militancy,
Western governments confuse the consequence and the cause, which is that the army is central to what
transpires in Pakistan.

The experiences of India and Pakistan is that terrorism is a complicated phenomenon. It can be home-
grown or externally supported, and a major threat to the authority of the state or merely a manageable
source of sorrow for ordinary people. The idea that a “War against Terrorism” is a simple struggle runs the
risk of abstracting dangerously from this complexity. There is no easy solution to the problem of terrorism
in South Asia. Each case needs to be diagnosed on its own terms, so that appropriate responses can be
crafted. At the same time, the interconnections between India, Pakistan, and Afghanistan require the
integration of these responses.

M J Gohel
CEO Asia Pacific Programme

28 October 2006
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Written evidence submitted by Dr Lawrence Sáez, London School of Economics

THE UNITED KINGDOM, THE EUROPEAN UNION AND
SOUTH ASIA’S ENERGY SECURITY

Introduction

Although facing common developmental obstacles, South Asia is one of the most dynamic economic
areas of the world. Rates of economic growth—measured as percentage change in gross domestic product
(GDP) at market prices—in the four major countries of South Asia (India, Pakistan, Bangladesh, and Sri
Lanka) all exceeded 5.5% in 2005. Growth in South Asia has been sustained with two key sources of real
expenditure growth, namely private consumption and fixed investment. Likewise, in addition to increases
in economic growth, South Asia’s developmental panorama has improved markedly. Although the
economies of South Asia are predominantly low-income, human development indicators have also
improved impressively. With an adult literacy rate of 90.4%, Sri Lanka has a Human Development Index
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(HDI) value of .751, the highest in South Asia. India had a score of .602, equivalent to a middle-income
country like Bolivia. Three other South Asian nations (Pakistan, Nepal, and Bangladesh), had a nearly
identical of .527, .526, and .520 respectively, low by international standards, but fast improving over the
last decade.

The economic gains in South Asia have been oVset by numerous developmental challenges. They include
an overall weak physical infrastructure (roads, ports, etc) and wide divergence in the delivery of social
infrastructure (health, education, etc). Whilst these challenges have not scuttled the prospects for sustained
economic development in the region, they could jeopardise potential sustainability in economic growth and
human development. Taking into account South Asia’s current developmental challenges—but future
economic prospects—the European Union, in general, and the United Kingdom, in particular, have began
to engage with South Asia on the basis of a strategic partnership.

The level of engagement has taken many forms, it has emphasised a broad array of economic, political,
cultural, and military dimensions. To date, the major evidence for a shared partnership between Britain and
the Indian subcontinent includes the India-UK Joint Declaration. At an European level, the EU has just
finalised the seventh round of the EU-India summit. Although the scope of bilateral relations with South
Asian countries, other than India, are at a formative stage, the EU has repeatedly expressed its interest in
building its links with the South Asia Regional Cooperation (SAARC). What is certain is that the United
Kingdom and the European Union would benefit from further engaging with South Asia in a more
systematic manner.

This report will outline the roles that the United Kingdom and the European Union ought to take in order
to best engage with South Asia. The emphasis of this report will be on collaborative engagement in the field
of development, more concretely on how the United Kingdom and the European Union can most optimally
assist South Asia. For reasons of space, the focus of this report will be narrowed to an examination of
developmental collaboration, particularly in the energy field. This report will argue that British and EU
collaboration with South Asia on the energy field will help South Asia meet its energy security requirements.
This level of engagement, where Britain and the EU help South Asia move away from development
assistance towards assisting development, will be mutually reinforcing.

Development from Britain and the EU to South Asia

Historically, the UK has been the leading provider of development assistance and technical aid to South
Asian nations. India is the leading recipient of development assistance from the UK. In 2005–06,
development assistance to India reached £280 million. Other South Asian nations also were recipients of
sizable development assistance packages from the UK. For instance, Bangladesh and Pakistan received
£125 and £70 million respectively. The UK is the second largest provider of development assistance to Nepal,
reaching £30 million in 2005–06.

The EU has also been a recent contributor to development assistance to South Asia. As Table 1 shows,
Bangladesh, India, and Pakistan are the leading recipients of development assistance from the EU.

Table 1

TOTAL DEVELOPMENT ASSISTANCE FROM THE EU TO SOUTH ASIA (2002–06)

Recipient country Amount (ƒ millions) Primary purpose

Bangladesh 411 Health, education, food security, and rural development.
India 225 Health, education, and economic cooperation.
Pakistan 165 Health, education, and economic cooperation.
Nepal 70 Poverty alleviation.
Sri Lanka 61.3 Rural development and post-tsunami relief.
Bhutan 15 Rural development and poverty alleviation.
Total 947.3

Source: European Parliament.

As Table 1 shows the development assistance patterns have shifted away from development assistance
guided by concerns for rural development and poverty alleviation and technical aid towards development
assistance in the form of technical assistance and economic cooperation.

South Asia’s Future Developmental Challenges

Over the next 30 years, South Asia faces two critical challenges that may alter its ability to sustain long-
term economic growth. These two challenges are population growth and growth in energy demand needs.

Several facets of South Asia’s population growth patterns are worth considering. With an overall decline
in child mortality rates and an increase in life expectancy, India and Pakistan are projected to have the first
and fifth largest populations in the world by 2030. As Graph 1 shows, India far outdistances its neighbours
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in terms of projected population growth. According to the medium variant population projections
undertaken by the United Nations’ World Population Prospects, India will surpass China as the most
populous nation in the world by 2030. Likewise, Pakistan’s growth is noteworthy. Pakistan is projected to
surpass Brazil to become the fifth most populous country of the world by 2025.

Graph 1

POPULATION GROWTH PROJECTIONS IN SELECTED SOUTH ASIAN COUNTRIES (2000–30)
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The figures in Graph 1 suggest that the projected population growth of India (using three projections,
namely high, medium, and low variants) suggests potentially unsustainable population size. Likewise, with
a projected medium variant growth, Pakistan will nevertheless become one of the most populous nations in
the world. The impact of such levels of population growth on energy consumption and economic growth
are worth examining.

Energy Options for the United Kingdom and the EU in South Asia

South Asia’s energy mix is highly dependant on oil imports. Sharp increases in oil prices have a
devastating eVect on fiscal stability. For instance, in 2004, India imported 1.94 million barrels of petroleum
a day. A year later, it imported 2.39 billion barrels a day, a 23.4% increase from the previous year.
Nevertheless the fiscal impact from a sudden increase in oil prices has been notable. In 2004–05, India spent
$29.26 billion in crude oil and petroleum products imports (nearly 4.4% of GDP), a year later it spent
$44.63 billion (over 5.7% of GDP).

South Asia has one of the world’s lowest levels of known oil reserves. For that reason, the domestic
exploration and production of petroleum is not likely to increase dramatically. India has the largest known
proven crude oil reserves of 5,919 million barrels. Exploration and production in the country has resulted
in an increase in proven crude oil reserves of 6.4% since 2001. India’s crude oil production exceeded 651
thousand barrels a day in 2005. Nevertheless, at present, India’s total proven crude oil reserves constitute
0.51% of world total.

The portrait for the availability of natural gas reserves in South Asia is also abysmal. India has proven
natural gas reserves of 1,101 billion standard cubic metres. Pakistan and Bangladesh have proven natural
gas reserves of 963 and 436 billion standard cubic metres. The proven natural gas reserves from these three
South Asian countries constitutes 1.38% of the world’s total proven natural gas reserves.

As such, South Asia’s closest source of crude oil and natural gas is Iran. Iran has proven crude oil reserves
of 27,580 billion barrels and natural gas reserves of 136,270 billion standard cubic metres. Likewise there
has been a lot of interest in developing a pipeline from Myanmar to India via Bangladesh. However,
Myanmar only has proven natural gas reserves of 500 billion standard cubic metres.

Given the constraints posed by crude oil importation from Iran, South Asia’s energy demand needs are
likely to be satisfied from other sources. The likely options for South Asian countries will be in one of the
following energy generating sources:

— Coal
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— Hydroelectric power

— Nuclear power

— Renewable energy

The roles that the United Kingdom and the EU are likely to play in South Asia will be examined from
each of this energy generating sources.

As is illustrated in Table 2, South Asia’s indigenous energy production is concentrated in thermal sources
of energy. However, as Table 2 shows, there is a wide variation in the region’s energy mix.

Table 2

SOUTH ASIA’S INDIGENOUS ENERGY PRODUCTION (SELECTED COUNTRIES, 2005)

Source of energy India Pakistan Bangladesh Nepal

Thermal 240,457 (51.5%) 29,588 (50.1%) 9,544 (54.3%) 7 (0.08%)
Coal 177,887 (38.1%) 2,052 (3.4%) — 7 (0.08%)
Gas 23,429 (5.1%) 3,486 (5.9%) 9,345 (53.2%) —
Oil 39,141 (8.3%) 24,050 (40.7%) 102 (0.6%) —

Hydroelectric 7,285 (1.5%) 2,208 (3.6%) 97 (0.5%) 201 (2.5%)
Nuclear 4,433 (0.9%) 728 (1.2%) — —
Renewable 214,375 (45.9%) 26,468 (44.8%) 8,006 (45.6%) 7,858 (97.4%)
Geothermal solar 323 (0.06%) — — —
Total (100%) 466,873 TTOE 58,993 TTOE 17,549 TTOE 8,066 TTOE

Source: International Energy Agency (2006). Figures represent thousand tonnes of oil equivalent (TTOE).
Figures in parentheses represent percentages.

As Table 2 shows, there is wide inter-regional variation as to the dominant source of indigenous energy
production. India—the largest economy in the region—has an installed energy capacity heavily dominated
by coal, which accounts for nearly 40% of its domestically produced energy capacity. Aggregate thermal
energy production is also the largest source of indigenously produced energy for Pakistan. However, it is
worth noting that renewable energy is the largest single source of domestically produced energy for Pakistan.
For Bangladesh, natural gas is the dominant source of indigenously produced energy, however renewable
energy also amounts to a sizable component of the country’s domestically produced energy capacity.
Finally, Nepal and Sri Lanka produces almost all of its domestically produced energy in the form of
renewable energy.

Coal

Coal is the dominant source of installed energy capacity in India. As Table 2 shows, it is less prevalent in
other areas of South Asia. India has large proven reserves of coal (92,445 million tonnes) Nearly 97.4% of
India’s coal reserves are in the form of anthracite and bituminous coal, types of coal with a high carbon
content and comparatively low calorific content. Pakistan also has substantial proven coal reserves, almost
exclusively in the form of sub-bituminous coal and lignite. The reliance on coal to generate energy could
have an adverse eVect on global warming.

In addition to the environmental eVects, productivity of coal mines in South Asia is low by international
standards. For instance, although nearly encompassing 10.2% of the world’s total proven reserves of coal,
India only produces the equivalent of 6.9% of world’s commercial coal production. The UK and the
European Union can assist India and Pakistan with increased levels of mechanisation and improved mine
design. Likewise, both the government of India and Pakistan have expressed an interest in developing coal-
related sources of energy, such as coal-bed methane.

Hydroelectric power

Given its abundance of rivers, hydroelectric energy ought to be a natural source of energy in South Asia.
As can been seen in Table 2, though, an insignificant portion of domestically produced energy is
accomplished through this energy generating method.

Nuclear power

Among South Asian countries only India and Pakistan are capable of producing energy from nuclear
sources. The amount indigenously produced by these two countries is very small. Nevertheless, the United
States has taken a prominent role in facilitating the development of nuclear energy for civilian purposes.
Under the US-India nuclear deal, India has agreed to separate its civilian and military nuclear programmes
over the next eight years in exchange for US expertise and nuclear fuel. India has also agreed to allow its
civilian nuclear facilities to be subject to permanent international inspections.
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Although expressing the shared interest in working towards achieving the goals and objectives of
universal disarmament and non-proliferation of weapons of mass destruction and their means of delivery,
the India-EU Strategic Partnership Joint Action Plan provides for bilateral collaboration in the area of
nuclear energy. Likewise, the India-UK Joint Declaration also includes a provision for active collaboration
between India and the UK in civilian nuclear activity. According to Article 17 of the Joint Declaration, the
UK and India “agree to expand co-operation in the fields of civilian nuclear activities, civilian space
programmes, and high technology trade, in accordance with their international obligations”.

Renewable energy

The domestic production of energy utilising renewable energy sources is an important component of
South Asia’s indigenous energy production. Renewable energy accounts for over 45% of indigenous energy
production in India, Pakistan, and Bangladesh. The domestic production of energy using renewable energy
sources accounts for over 97% of total energy production in smaller South Asian countries (eg, Nepal and
Sri Lanka). Among South Asian nations, India has taken a leading global role in renewable energy. At
present, India is one of the world leaders in wind power generation, ranking fifth in the world (behind
Germany, Spain, the USA, and Denmark) in total installed wind power capacity. Moreover, India is a world
leader in the manufacturing of certain types of equipment for the use of photovoltaic energy conversion.
For instance, India is the world’s fifth largest manufacturer of silicon solar modules.

EU and UK collaboration on the renewable energy field, once again, have been enshrined vis-à-vis India
in the Joint Action Plan and the Joint Declaration respectively. For instance, the Joint Action Plan led to
the setting up of an India-EU Energy Panel with the purpose of coordinating joint eVorts and to discuss
energy related matters of mutual interest. Based on the recommendation of the Joint Action Plan, the
Energy Panel set up Working Groups in the areas of energy eYciency and renewable energies as well as coal
and clean coal conversion technologies. The EU and India have pledged further collaboration in
“promoting energy eYciency and energy conservation”, in the “development of aVordable clean energy
technologies”, and in the “identification of new technologies in the field of new, renewable, conventional
and non-conventional energy sources”. Likewise, the Joint Declaration subsumes a discussion about joint
collaboration of alternative and clean technologies within the framework of science and technology
collaboration. However, potential collaborative assistance that UK firms may be able to provide in the areas
of renewable energy technology, particularly in the manufacture of wind turbines, oVshore wind farms, and
wave technology is rather underdeveloped at present.

Conclusion

The roles that the United Kingdom and the European Union will take in South Asia will be defined by
issues of mutual interest. This report has argued that one critical issue for the sustainability of South Asia
development will be the security of its energy needs. The governments of South Asia face an imminent energy
crunch and has the principal debate on how to alleviate this gap is via the alteration of their energy mix,
either by further increasing oil imports or by moving towards the provision of energy through nuclear
technology. As has been emphasized in this report, the security of supply, sustainability, and
competitiveness are likely to be the key drivers of South Asia-UK and South Asia-EU energy cooperation.

As has been shown in this report, the United Kingdom and the European Union can play a decisive role
in assisting South Asian countries achieve energy security. This report recommends that the following
suggestions be considered to facilitate this collaboration:

Firstly, it is clear that South Asia, but particularly India and Pakistan, will face developmental and
economic challenges as a result of burgeoning populations. The UK and the EU ought to further collaborate
with the region in order to further reduce infant mortality and to assist South Asia in primary school
teaching. Both of these measures would have a favourable impact in reducing population growth.

Secondly, India and Pakistan’s potential reliance on coal to generate electricity could have severe
damaging eVects on global warming. For this reason, the UK and the EU ought to collaborate with India
and Pakistan in developing carbon sequestration mechanisms and other clean technologies, including
nuclear energy.

Thirdly, South Asia also imports substantial amounts of crude oil, petroleum products, and natural gas.
Nevertheless, alternative sources of energy generation, such as a hydroelectric power and nuclear energy
have not been developed in South Asia. At present, both the UK and the EU are losing ground to the United
States in reaching agreements with key South Asian nations for the development of nuclear technology for
civilian purposes. This trend ought to be reversed.
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Finally, the countries of South Asia generate a great deal of indigenously produced energy in the form of
renewable energy, mostly in the form of wind generation and solar photovoltaic energy generation.
Nevertheless, several potential sources of renewable energy are underdeveloped. The UK and the EU could
collaborate with South Asia in the development of tidal power generation and bioenergy.

Dr Lawrence Sáez
London School of Economics

10 November 2006

Written evidence submitted by Professor Michael Hutt, School of Oriental and African Studies

NEPAL: A SUBMISSION TO THE FOREIGN AFFAIRS COMMITTEE’S ENQUIRY
INTO SOUTH ASIA

Nepal is now passing through what may or may not turn out to be the final phase of a long struggle
between two conceptions of how the people of Nepal should be governed: as subjects or as citizens. If one
takes the formation of Nepal’s first political parties as the starting point, this struggle dates back some
60 years.

There are a number of parallel themes in this process:

1. The Maintenance of a Politically Active Monarchy

For the king the very existence of Nepal depends upon the relationship between the monarchy and the
people. The people are simple, humble and loyal; the king knows what is best for them, and he ensures that
conditions in his realm are conducive to the maintenance of dharma (religion, righteousness) and the proper
social order of things. The people acknowledge and honour the role of the king, and do not question or
oppose it. King Drabya Shah seized the throne of the tiny hill kingdom of Gorkha in the mid-16 century,
and his successors are generally credited with having created the modern nation-state now known as Nepal.
Prithvi Narayan Shah overran most of the other petty states of the central and eastern Himalaya in a
campaign of military conquest during the second half of the 18 century, and incorporated them into his own
territory. The Gorkhali expansion ended in 1816 after a series of battles with the armed forces of the British
East India Company, and 30 years later the Shah kings’ power was eclipsed by a courtly family which
adopted the title of “Rana”. Between 1846 and 1951, when it was displaced, the Rana regime achieved an
accommodation with the British that suited both sides, but which strengthened the traditional order in
Nepal against the forces of change unleashed by British rule in India. The extractive nature of the Nepali
state thus remained very deeply ingrained, and the ruling elite continued to regard the mass of the population
as revenue-producing subjects rather than citizens with rights. Over the course of these 105 years, the Shahs
and Ranas intermarried on a regular basis, and their genealogies became closely intertwined. A disdainful
view of commoner politicians and a belief in the natural authority of the Shah-Rana elite is still endemic to
this often very wealthy class of Nepali society, which also predominates in the upper echelons of the Royal
Nepalese Army (now the Nepal Army). However, the monarchy emerged from the trauma of 1 June 2001
palace massacre with its legitimacy severely damaged. Although there is no hard evidence to support their
view, many ordinary Nepalis still believe that Gyanendra had some hand in the murder of Birendra and his
family—and the Maoists’ bulletins and press releases regularly refer to him as a “fratricide” and “regicide”.

2. The Development of a Politically Sophisticated Population

By 1990, half a million students were enrolled in higher secondary or tertiary education, compared with
a mere 2000 in 1950. The national literacy rate increased from 5% to 40% over the same period. Nepalis are
more exposed to the outside world, and events beyond Nepal’s borders have provoked and inspired political
movements in the recent past: eg the death of Bhutto in Pakistan, the release of Mandela, the fall of
Ceaucescu. Since 1990 Nepal has had a free and flourishing media (newspapers, FM radio etc).

The educated non-elite sector of Nepali society sees democracy and the political and human rights and
civic freedoms of the individual as the only means by which Nepal can achieve real development in the
interests of all its citizens. This view is often sharply critical of the commoner politicians, for what it sees as
their duplicity, egotism and venality, but it sees no alternative to democratic politics. The Maoist ideologue
Baburam Bhattarai says that the master narrative of Nepal’s political history since 1950 has been the
struggle between democrats and monarchists. However, the majority of democratic forces, including even
the larger, more moderate communist parties, have historically accepted the need for a constitutional
monarchy, and in fact have often turned to the palace for support and patronage as they compete with
one another.

Recent years have also seen the emergence of an apolitical consumerist culture, mainly in Kathmandu,
which is anxious to protect its new prosperity and will act politically when it is threatened, eg in 1990, after
the trade and transit dispute with India.
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3. The Development of Democratic Political Parties

The contest for political power in Nepal was largely confined to elite and aristocratic circles for the whole
of the 19th century and the early decades of the 20th. However, during the 1930s a new educated urban class
began to emerge. Its most visible members were male, and in terms of their caste and ethnicity predominantly
Brahmin or Newar. By the 1940s this class had begun to organise itself into a political opposition to the
Rana government. In party terms, the main groupings were the Nepali Congress Party, a moderate left of
centre party modelled on the Indian Nationalist Congress, and the Communist Party of Nepal. Although
endemic factionalism has marred the electoral achievements of the communist movement in Nepal, the total
number of votes cast for communist parties in the first two of the three post-1990 elections roughly equalled
those cast for the Congress, while in 1999 the Left as a whole was 4% ahead of Congress. Many politicians
have used their positions since 1990 to enrich themselves and their families, leading to the emergence of a
new propertied elite that is viewed with contempt by those who obtained their membership of the elite
through birth, and with serious distrust by most others. There is undoubtedly a gap between the politicians
and the urban civil society constituency from which most political noise emanates. This gap is as much
linguistic, generational and cultural as it is political.

4. The Development of an Extreme Leftist Strand in the Political Culture

This is now one of the more over-explained but still least understood features of Nepal. Since the 1960s
the urban literate classes have burgeoned in size, but the severe material poverty of the majority of Nepal’s
people has not been tangibly ameliorated, nor has the profound inequality of Nepali society begun to be
redressed. This is in spite of Nepal receiving the highest level of development aid per capita of any South
Asian state (US$ 5.2 billion per annum by 2000). Rapid population growth has been an important
contributory factor: a population of 8.4 million in 1954 had grown to over 20 million by 2001. Nepal has now
produced two whole generations in which relatively educated people form a significant and geographically
concentrated minority, but has failed to provide many of them with opportunities for social, material or
professional advancement. Many Nepalis see emigration as the only means of bettering their lot; the rest
(especially those who have developed a strong sense of being disadvantaged by their ethnicity, place of birth,
caste or gender) are easily persuaded that Nepal needs radical change. This is the wellspring upon which the
Maoists have successfully drawn. Most Maoist cadres are under 30.

5. Recent Events in Nepal

The “People’s War” waged under the leadership of the Communist Party of Nepal (Maoist) from
February 1996 until late 2005 claimed approximately 12,000 lives, and as it continued the middle ground
occupied by parliamentary democracy and constitutional monarchy was progressively squeezed. The House
of Representatives was dissolved in May 2002. Elections to local government bodies were cancelled in
August 2002. In the semi-coup of October 2002 the king dismissed the prime minister, ostensibly for his
inability to conduct general elections. During the next 28 months he appointed three diVerent governments,
while most of the major parties took to the streets in protest at this “regression”. Finally, on 1 February
2005, King Gyanendra took all executive power to himself. The middle ground had all but disappeared,
so that all that remained were the two extreme positions. King Gyanendra then embarked upon a
comprehensive squandering of the opportunity he had created, appointing corrupt men to his Council of
Ministers, oppressing the media and civil society with the crudest of measures, and making little real eVort
to go after the Maoists.

King Gyanendra’s actions, and especially his announcement that municipal elections would be held in
February 2006, eventually forced the seven agitating parliamentary parties and the Maoists into each other’s
arms. The Maoists seemed to have realised that a change of tactic was called for, an adjustment to changing
world realities.

A 12 point agreement was concluded by the SPA and the Maoists in Delhi in November 2005. This stated
that an understanding had been reached to establish absolute democracy by ending autocratic monarchy. It
was also agreed that all parties would boycott the municipal elections the king had announced for February
2006. These were the dampest of squibs. Even the US State Dept said on 8 February: “The United States
believes Nepal’s municipal elections called by the King today represented a hollow attempt to legitimize his
power.” There was a clear lack of public support for the elections. The government detained large numbers
of political activists before the elections, restricted media and refused to allow independent outside
monitors. Maoist intimidation and killing of candidates during the campaign also marred the vote.

There followed an extraordinary uprising against the king in April 2006. Tens of thousands marched in
Kathmandu and other cities, with many of the demonstrators brought in by the Maoists from surrounding
villages. When the king oVered a return to the system of government he had maintained between his “semi-
coup” of October 2002 and the full coup of February 2006, heads of foreign missions in Ktm called upon
the party leaders to accept the oVer. This was poorly judged, and the leaders refused. The king capitulated,
and the House of Representatives was reinstated on 28 April. Since that date the Maoists and the SPA have
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been engaged in negotiations which on 7 November produced a comprehensive statement of understanding.
An interim government is to be established, including Maoist representation, Maoist arms will be placed
beyond use with UN supervision, and elections to a Constitutional Assembly will held in June 2007.

Writing in the Kantipur daily on 20 March 2005, Shyam Shrestha, the editor of the left-wing political
magazine Mulyankan, placed the blame for 1 February squarely on the shoulders of the senior leadership
of Nepal’s main political parties:

“We must end this excruciating cycle of struggling for democracy and having it taken away. In
1950, we got a sort of democracy, in 1953 it was taken away. In 1959, democracy was restored and
in 1960 it was abolished. In 1990 we reinstated democracy and within 10 years it was gone again.
Does every generation have to fight for democracy all over again? We must make democracy
sustainable so that no one can ever take it away. It must be the kind of democracy that makes
the people completely sovereign. Only that will remove the excuse some people have for taking
up arms.”

6. Possible Roles for the UK

The UK has a strong and historically deep relationship with Nepal and can be of great assistance to the
country as it seeks to move beyond conflict and to address some of the socio-economic problems that gave
rise to the conflict in the first place.

The immediate problem Nepal will face is one of how to contain the needs, aspirations and frustrations
of the large number of semi-educated young men and women who took up arms within the Maoist
organisation but will soon be bereft of any role, status or means of support. Similarly, it would seem likely
that large numbers of soldiers will be demobilised from the Nepal Army if the ceasefire continues to hold.
Assisting Nepal in finding solutions for these people is of the utmost importance.

Second, Nepal must be helped to develop a culture of democratic leadership. The Maoist leadership is
widely seen as less corruptible and more principled than that of the main parliamentary parties, and this
could be dangerous for the long term future of democracy in Nepal if it is indeed the case as some argue that
the Maoists’ long-term aim remains the establishment of a single party state.

Finally, one part of Nepal’s crisis over the years has been a crisis of education. In particular, the study of
history and political science needs to be strengthened in its higher education sector.

Michael Hutt
Professor of Nepali and Himalyan Studies
School of Oriental and African Studies

October 2006

Written evidence submitted by CliVord Chance

Introduction

1. This submission is made on behalf of CliVord Chance LLP in response to an invitation by the House
of Commons Foreign AVairs Committee to contribute to its inquiry on South Asia. We are very grateful to
the Committee for giving us this opportunity.

2. CliVord Chance is the first fully integrated global law firm, with 28 oYces in 19 countries, and over
3,700 legal advisers, the largest number of whom are based in London. We are regulated by the Law Society
of England and Wales. According to a report by International Financial Services London, published in
March 2005, legal services contributed £12.9 billion, or 1.4% of the UK’s GPD in 2002, net exports
generated by international law firms totalled £1,802 in 2003, and international law firms in London
generated an estimated £2.6 billion in UK tax revenue in 2001–02.

3. We do not address all of the terms of reference of the inquiry; in particular, we have no comment on
relations between India and Pakistan and the question of Kashmir. Our comments focus on the UK’s trade
relationship with India and the economic success which India has enjoyed in recent years. Our submission
aims to highlight the role which international law firms could have within India in the future and the likely
impact of their introduction on the domestic legal market.

Executive Summary

4. There is no doubt that India has become much more important recently, both politically and
economically. Companies based in the EU and the US increasingly outsource a range of operations to India,
where low wages and a high standard of education form an irresistible attraction. Despite historical
advantages however, trade between India and the UK remains relatively low. For UK and international law
firms, the reason for this is simple; foreign law firms are not permitted to open oYces or practise law in India.
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5. CliVord Chance has close links with India and would welcome the opportunity to strengthen these
links. We believe that liberalisation of the legal services market in India would have significant benefits for
India’s economy; it would assist in the dissemination of legal skills, provide employment opportunities and
facilitate continued economic growth. Global corporates and financiers would be more willing to invest in
a market where they were able to rely on multi-jurisdictional and specialised legal expertise.

The UK’s Relationship with India

6. For historical reasons, the UK has a relative advantage in trading with India, based on strong cultural
ties between the two nations, links to the Commonwealth and an extensive trading history. There are
currently 1.3 million Indians residing in the UK7 and over 500 Indian companies have opened in London
alone.8 Links between our economies are still developing and strengthening in line with changing global
trends. A few years ago India was the tenth largest investor in the UK, now it is the third.

7. However, in a report published in 2006 by the House of Commons Trade and Industry Committee on
trade opportunities with India9 (to which CliVord Chance submitted written evidence), representatives from
the Indian Government and UK and Indian private sectors expressed concern over the low levels of trade
and investment between the two nations.

8. According to the report, the UK is currently operating a significant services trade deficit with India.
This, combined with a slight deficit in goods trade, has meant a deterioration in the balance of trade, from
a £186 million surplus in 1992 to a deficit of £242 million in 2004.10

9. The report also investigates the low investment of UK companies in India. In 2005 90% of UK
acquisitions took place in Western Europe, with only 1% in the BRIC economies (Brazil, Russia, India and
China). Reasons for the low level of investment in India were given as language barriers, a lack of
understanding of Indian business and a general fear of the unknown. Another reason was the Indian
Government’s restrictions in certain sectors, including the legal sector. There appear to be similar trends in
the EU. FDI rates for Europe show that India attracts only 1% of total FDI output. While it is
acknowledged that significant potential exists, the same barriers to investment are blamed. We believe that
the presence of well-known international law firms operating in India would help address these problems.

10. CliVord Chance has been associated with India for more than half a century, and we represent both
Indian and foreign clients on a wide range of matters. We recruit and train Indian graduates as English
solicitors and we oVer scholarships to Indian lawyers wishing to obtain English qualifications without
leaving their existing firms in India. Greater liberalisation would enable us to enhance this association
further.

India as an Economic Power

11. India’s economy is now the fourth largest in the world (on the basis of Purchasing Power Parity),
although it ranks second in terms of economic growth rates.11 It has the second largest population, currently
estimated at 1.1 billion,12 and is now one of the acknowledged nuclear powers. India’s young population
also promises a profitable future. According to press reports, about 60% of India is currently aged under
30, and a quarter of the world’s under 25s reside there. Predictions are that by 2050 the Indian economy will
be one of the world’s big five in terms of total output.

12. While many parts of South Asia have suVered significant currency fluctuations, India’s economy has
remained stable and a relatively safe haven for investors. It has world-class expertise in the steel,
pharmaceutical and IT sectors and the manufacturing and service industries are also becoming major
contributors to the GDP.

13. Since the liberalising reforms of the early 1990s, a number of key industries have seen substantial
growth. India has the largest mobile phone market in the world,13 with sales growing by 2 million per
month.14 It is estimated there will be 250 million users by 2007. In recent years the banking, insurance and
accountancy sectors have all modernised to encourage foreign investment, and latest figures indicate that
nearly half the Fortune 500 have set up call centres within India.15 CliVord Chance has outsourced some
document production services to India and is currently reviewing opportunities to establish our own
oVshore operation in Delhi to provide a range of business services.

7 “UK should have natural advantages trading with India” Bryan Sanderson, Financial Times, 27 June 2006.
8 “Comment and Debate: we must forge a new special relationship with India: for too long, politics in Britain has been obsessed

with Europe and the US. It is time to look to where our strategic interests lie” The Guardian, 5 September 2006.
9 House of Commons Trade and Industry Committee: Trade and Investment Opportunities with India Third report of

Session 2005–06.
10 ONS, Pink Book, 2005, Table 9.5.
11 “Western firms already vying for India’s Riches”, The Lawyer 2006, 20 (22, 4).
12 House of Commons Trade and Industry Committee: Trade and Investment Opportunities with India Third report of

Session 2005–06.
13 “India is ridding itself of red tape”, The Financial Times, 29 March 2005.
14 “India is still on a high: it’s not cheap but it’s cheerful.”, The Daily Telegraph, 14 January 2006.
15 “India’s legal market on the cusp of inevitable change, Law Service in Asia Part 1: Outsourcing and foreign investment are

forcing a closed industry to open up” Renna SenGupta, Financial Times, 23 June 2005.
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14. Foreign investors are said to have brought $23 billion into India between 2002–05, and investment
opportunities are likely to continue to grow. The Indian middle class is forecast to increase to about 250
million within the next 15 years, with incomes set to grow eightfold over the next four decades. The resulting
consumer boom should increase the market opportunities for UK companies to trade their products and
services.

15. The market reforms are increasingly reflected in India’s national income accounts. GDP has
reportedly grown by an average of 6% for the past 23 years, a rate double that of developed nations.
However, what is crucial to India is that growth is sustained. The World Bank reports that countries in the
top 10 growth performers in one decade have tended to decelerate substantially in the decade following
significant growth, usually by 2 to 3 percentage points per annum. India therefore needs to assess its
strategies for maintaining this impressive level of GDP.

New Markets and Potential for International Firms

16. The massive demands and stresses on India’s poor power networks, urban infrastructure, transport
and ports are the costs of the late economic boom, and could be the brakes on its overall growth. In 2005
the Indian Government released plans to increase spending on infrastructure by 67% over the following
three years16 though some believe that even this is insuYcient.17

17. Rules have been relaxed recently on the amount an Indian company can raise on the Hong Kong,
London and New York stock exchanges. International acquisitions for Indian companies have also
increased with firms such as Reliance, Infosys and Tata reportedly on the acquisition trail in the UK, US
and across Europe.

18. The Indian market has also recently become a target for private equity funds, with a number of global
funds establishing themselves in Mumbai. These firms have already allocated high worth investments
specifically for India.

19. These commercial organisations and financial institutions are the clients of international law firms
like ourselves, and the transactions which they undertake, whether they are infrastructure projects,
acquisitions, business financing or the development of capital and financial markets, require the specialised
multi-jurisdictional legal advice which large international firms like ourselves, with global resources and
expertise in these matters, are best placed to provide. Our clients would be more reluctant to participate in
these projects without the assistance of legal advisors with the relevant legal experience.

20. The range of legal specialisms which India will require is simply not available in the domestic market,
with the major transactional work required to date having been oVshored. The presence of foreign lawyers
competent in dealing with these transactions on the ground will open up significant opportunities for Indian
lawyers to gain expertise in these matters. Employment for Indian lawyers will also be created within these
global firms.

The Current Situation of Foreign Law Firms Within India

21. As a member of the WTO, India is a signatory to the General Agreement on Trade in Services (GATS)
which committed the country to liberalising its services sector by 2005. It has made no commitments,
however, on legal services and foreign law firms are not able to establish a presence in India. India’s position
on legal services lags behind that of other WTO members.

22. While the interpretation of Indian law on the establishment of foreign law firms in India remains in
dispute, local rules do not recognise the qualification of overseas lawyers. The main reasons appear to be
historical barriers and continuing opposition from parts of the local legal profession.

23. This has far reaching implications. Large multinational clients cannot obtain the advice they want on
the ground in India with the ease they would in other jurisdictions, with the result that investment may be
taken elsewhere. International law firms are unable to provide a seamless service, hindered by time zones
and other barriers to communication. The Indian government faces problems when multinational consortia
and international financing bodies on major infrastructure projects demand the involvement of a legal team
with experience in similar transactions. Indian lawyers also lose out, not only on those transactions taken
oVshore, but also on the opportunity to become part of the global legal sector.

24. The UK government is currently engaged in negotiations with the Indian government through the
United Kingdom-India Joint Economic and Trade Committee (JETCO). One of the JETCO task forces,
composed of members of the UK and Indian legal professions, is looking at legal services. So far there has
been little agreement between the two sides; a report to UK Ministers proposed a staged programme of
liberalisation, beginning with limited opening as a transition measure towards further liberalisation. The
India team favours a form of highly regulated joint ventures with Indian firms, a proposal which is unlikely
to be attractive to international law firms. It remains unclear whether the JETCO talks will continue in the
light of the recent announcement of negotiations for an EU-India trade agreement.

16 “India’s young population promises a profitable future”, Mark Atherton, The Times, 7 May 2005.
17 A M Naik, chairman of Larsen & Toubro, a Mumbai based engineering and construction conglomerate.
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The Effects of Liberalisation on the Domestic Legal Market

25. The main concern of lawyers in India is that, if the rules were relaxed, the international law firms
would take work away from them. However, we believe this concern is misplaced. International law firms
will not be competing with the vast majority of the 800,000 Indian lawyers, as their role will not include
advice on matrimonial, conveyancing, wills or criminal law. Most importantly, they will not be seeking
advocacy rights—the core area of business of most Indian lawyers.

26. For the small number of larger Indian commercial firms who may feel the competitive impact of the
introduction of international firms, pricing diVerentials will limit direct competition for some years to come.
It would not be possible for foreign firms to compete with the rates oVered by Indian law firms, with much
lower employment costs. It should also be noted that law firms are partnerships and do not have the capital
raising powers of, say banks. It is therefore likely that any Indian oYce would initially be much smaller than
the large Indian commercial firms.

27. While much of the Indian legal profession is hostile to liberalisation, there is recognition in some of
the bigger, more far-sighted firms that change is inevitable, and many have been preparing for liberalisation
for the past few years. Cyril ShroV at Armarchand Mangaldas, was quoted in the Financial Times in June
2005 as welcoming liberalisation, provided “it is done in a structured way”. A generation of younger Indian
lawyers also see the benefits. Ruhul Matthan, who set up one of the new breed of commercial law firms in
2000, was quoted stating it will “help the market mature”. It seems widely accepted that increased
competition inevitably promotes better quality and better value of work.

28. Strong support for liberalisation also comes from top Indian companies and institutions. Bharat
Vasani, Group General Counsel at Tata, the Indian conglomerate, said, “If India really wants to be an
attractive destination for the foreign investor, we can ill aVord to say that we don’t want foreign lawyers to
have oYces here”. As the top legal buyer in the country, he welcomed liberalisation, claiming it will improve
the standards of Indian legal services and “eventually bring down the cost”.

The Case for Liberalisation

29. We believe that liberalisation of India’s legal services market would help to speed up inward
investment. International lawyers often play a role as business advisors who may either implicitly or
explicitly help to influence their client on where to invest. Benefits would be seen across the overall business
climate. In the league tables of the countries seen as the best place to do business, constructed by the World
Bank, India is currently rated 134th, below Tajikistan, Gabon and Bolivia. There is a clear correlation
between those with a higher place in the league and an open legal system.

30. A primary concern for India’s sustained growth is increased employment opportunities. In India four
times more people are unemployed (around 35 million) as employed in the organised private sector. The
arrival of international law firms will create new employment opportunities.

31. India is currently undergoing a massive expansion in the numbers of young people graduating from
law schools. On leaving, however, prospects within the domestic legal system are limited; the traditional
family-run law firm oVers little hope of partnership for the ambitious graduate. The most forward thinking
Indian lawyers are seeking to qualify in the UK or the US as well as India, in anticipation of greater demand
for Indian expertise and a desire to be part of the global legal market. Others move to in-house positions,
seek opportunities abroad or leave the profession.

32. This has become a major issue for some Indian law firms, as young Indian lawyers increasingly see
it as part of their career development to spend time in London or New York. Opportunities for them to
return to India are currently limited as the international firms do not have oYce there and the local firms
do not generally provide the same combination of quality of work, rewards and prospects.

33. If international law firms are permitted to practise in India, this will increase incentives for Indian
lawyers to stay in India, or to return after practice abroad, while liberalisation will bring international Indian
work back to India and with it opportunities for employment and training in international expertise.

Conclusion

34. India is an important market for UK companies, and we believe it will continue to grow in
importance. International law firms have the expertise and resources to support the much-needed inward
investment and infrastructure development, as well as the growing ambitions of Indian companies overseas.
We also contribute to the country’s own pool of expertise through training and technology transfer.
However, these activities are severely hampered by the local protectionist barriers which prevent non-Indian
law firms from establishing a presence in India. We believe there would be benefits to the Indian economy,
to the Indian legal profession, and to the ability of international law firms to provide a first-class service to
their clients, if there were to be greater liberalisation for legal services in India.

CliVord Chance

8 November 2006
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Written evidence submitted by the UK-India Education and Research Initiative (UKIERI)

1. UKIERI is a five year initiative which aims to substantially improve educational links between India
and the UK ensuring in the longer term we become each other’s partner of choice in education. UKIERI
was announced by the Prime Minister during his visit to India in September 2005, and launched by him in
April 2006.

2. UKIERI is contributing to the strengthening of economic ties between India and the UK, of which
education is a key part. The value to the UK of the educational relationship is estimated at in excess of
£420 million per annum. The initiative’s emphasis on mutuality benefits from India’s emerging position at
the forefront of research in several areas of cutting edge technology, including IT and nanotechnology.

3. This pan-Whitehall initiative represents a new way of working cross-departmentally to increase
impact, and has involved non-governmental departments from the start, with the design of the initiative
based on extensive consultation in India and UK, including educational institutions and the business sector.
By strengthening institution to institution collaboration and promoting stronger links to industry and
related communities, this initiative aims to make India and the UK once again each other’s preferred partner
in education.

4. HMG committed an initial £12 million to this initiative, through contributions from DfES, FCO and
the British Council. This is increasing to approximately £15.5 million with contributions from OSI and the
Devolved Administrations. An additional amount of almost £2 million has been raised from Corporate
Sponsorship, with contributions of a similar value to be provided in-kind, and institutions applying for
funds are also making contributions. The Government of India has indicated its willingness to match the
anticipated minimum HMG spend of £6 million on Science and Technology research under the initiative.
The resulting total anticipated value of UKIERI is at present in excess of £25 million over five years.

5. The main focus of the investment is on higher education and, within this, there is an emphasis on
research oriented links between centres of excellence, in particular in areas of science, technology and social
sciences that are crucial for the future of both countries and their place in the globalised and increasingly
knowledge based economy. A key component is to encourage substantially more doctorate and post-
doctorate collaboration between India and UK, through split PhDs, research fellowships and other
mechanisms.

6. The initiative also includes activities devoted to strengthening of Professional and Technical Skills, by
developing links between centres of vocational excellence in both countries, and providing opportunities for
workforce development in areas of skills gaps, identified by the business community. Links between schools
in both countries are also an integral element of the initiative, bringing together clusters of schools in the
UK and India for joint curriculum projects and professional development.

7. Mutuality is a core feature of UKIERI. All research proposals supported under the initiative are
required to demonstrate that both partners make an appropriate contribution to the collaboration and that
benefits accrue to both sides. Benefits are sought beyond the institutional level, and proposals are judged
against the benefits (including economic) that they might bring to the two countries.

8. Integrity is key to the selection process. Research proposals are peer reviewed and reviewed against
UKIERI specific criteria (eg mutuality, sustainability). An independent Evaluation Panel of Vice-
Chancellor level membership makes recommendations for funding to the Project Board.

9. The initiative will also ensure that the UK and India are engaging in constructive dialogue on key
policy issues. UKIERI works government, regulatory bodies, associations and individual institutions to
ensure that the respective international educational policies of both countries are harmonised to best eVect
and to support each other’s broader international educational aspirations (such as membership of the
Washington Accord for India). Such policy dialogue helps lower barriers to co-operation on both sides and
therefore enhances the overall eVectiveness of the initiative (eg transferability of national awards leading to
greater student mobility).

10. The Project Board is chaired by DfES and represents the main funding agencies with advice from a
wide range of bodies. The general principle regarding membership of the Project Board is that each funding
“constituency” should receive a place on the board and yet it is able to retain a leaner executive capability
as well. The UKIERI Project Board is responsible for strategic oversight of the initiative and major
decisions. The Project Board meets two or three times a year to set strategic direction, approve spending
proposals, and monitor objectives and outputs.

11. The Board has delegated executive leadership to a much tighter Project Management Team consisting
of one representative each from the Department for Education and Skills, the Foreign OYce, British
Council, and the OYce of Science and Innovation. The Project Management Team reports directly to the
Project Board and manages the project team who implement the initiative.

12. Activity under UKIERI is divided into three main strands:
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Higher Education and Research

The largest part of the £12! million UK government funding will be directed towards Research and
Higher Education collaborations between Indian and UK institutions. The ambitious targets for the
initiative include at least 50 new collaborative research projects, 40 collaborative delivery projects, 300
additional Indian research students, postdoctoral researchers and staV to have worked in the UK and 200
UK researchers worked in India, as well as 200 UK undergraduate students supported for studies in India.

As an indication of the huge interest in the UKIERI, we received over a hundred Expressions of Interest
for the five major awards, and over 250 applications for the 25 standard awards in our first round of funding.
Areas for which applications were received include biotechnology, biomedical sciences and medicine,
aeronautics and engineering, nanotechnology, environment, chemistry and IT, and a smaller number in
social sciences, business and humanities. Proposals have been received from research groups based in a wide
range of institutions in both countries, including those at the top of their fields.

The initiative is oVering 20 PhD Scholarships (there were over 700 applications for the 10 available
in the first round of funding) and 50 Research Fellowships, applications to which were also heavily
oversubscribed.

School Partnerships

A programme for schools will bring together clusters of schools in the UK and India for joint curriculum
projects and professional development opportunities. It will oVer links between young people in the UK and
India and provide opportunities for thousands of young people to start a life-long engagement with each
others’ country. Overall, the initiative aims to link 400 schools and support 300 teacher exchanges,
50 international projects, with 250,000 students directly participating and another 250,000 indirectly
benefiting.

Professional and Technical Skills

This strand will develop professional and technical skills which meet the needs of employers in financial
services and creative industries—areas of common interest and strength in both our countries. Collaborative
projects, exchanges and work placements will ensure better delivery of the skills employers require through
the development of new courses, opportunities for exchanges, industrial placements and professional
development.

Policy Dialogue

All three of these strands are supported by policy dialogue on key issues of relevance to both countries.
The dialogue aims to engage key sector stakeholders in the initiative and ensure that respective international
educational policies are harmonised to best eVect. Suggested areas for discussion include: quality assurance
mechanisms; teaching and learning methodologies; GATS—integration of education within GATS;
joint recognition of professional, technical and other qualifications; Bologna Process integration and
implications; future directions in the financing of higher education provision and UK-EU and India
relationships.

13. Business partners have been involved in the design phase of the initiative from its inception, with a
number of UK, multinational and Indian companies expressing strong interest in participation and support.
BAE Systems, BP, GSK and Shell are UKIERI’s Corporate Partners, having made a substantial
commitment to support the initiative. Other organisations involved include KPMG and we are in discussion
with others including further financial institutions. Business partners play a full role in the initiative,
engaging with academic and other institutions involved, particularly in key areas of interest such as
engineering, IT, energy and financial services. Businesses support academic and research collaborations in
areas of particular interest, contribute to the initiative’s skills agenda in their particular sectors, and engage
in schools projects aligning with their social investment goals.

14. UKIERI Activities

General

— Policy dialogue and formulation.

Higher Education

— Joint research—based on institution to institution partnerships and including PhD scholarships,
post doctoral research and exchanges.

— Collaborative delivery of programmes—eg jointly delivered masters programmes in key areas.
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— Phd Scholarships and Research Fellowships.

— Student mobility programme (especially students to India).

Professional and Technical Skills

— Collaborative delivery of programmes to develop innovative training solutions benchmarked to
international practice that address skills gaps and needs in industry.

— Professional work placements and apprenticeship exchange schemes.

Schools

— Collaborative projects between school clusters.

— Exchanges in policy and professional practice.

Written evidence submitted by the British Council

Introduction

This submission focuses on the British Council’s role in enhancing the UK’s relationships with India and
with five other countries in South Asia—Afghanistan, Pakistan, Bangladesh, Nepal and Sri Lanka.

South Asia is a region of high priority for the UK’s public diplomacy and for the British Council in
particular. Ensuring the UK is able to build strong long-term relationships which maintain and increase
influence in the region, as well as building economic ties and partnerships, particularly through education,
the creative industries and science, are of prime importance.

Building inter-cultural understanding and trust between the UK and Pakistan, as well as working with
Bangladesh to tackle issues of education reform and improving its skills base, form a key regional objective
of the British Council, along with assisting in international eVorts to build stability in Afghanistan. Tackling
radicalisation and alienation in countries with large Muslim populations in the region, and working with
the region on climate security to help achieve change internationally on carbon emissions, are essential
priorities in our future work.

Both India and the rest of the South Asia region are of high priority for the British Council. In recent
years we have increased our resources to the region, and plan both to raise the level of impact in India and
move more resources out of our European operations to other high priority countries in the region over the
next three years to enable us to tackle the issues of critical importance to the UK’s public diplomacy.

India

The context

India’s emergence as a major global economic and political force, its role as an established democracy
and pluralist society, and the strengthening of investment links with Britain makes the development of a
long-term partnership essential for the United Kingdom.

Its rapid growth provides huge opportunities for the UK, not least in the areas of education and science,
but also in building links for Britain’s creative sector and in encouraging collaboration in innovation. But
with growth comes the huge challenge of working with India on tackling climate change and climate
security issues.

Two factors stand out as we seek to develop the relationship. First, India’s economic advance makes it
an attractive proposition not just for the UK, but for a number of countries, such as the United States and
Australia, who are also seeking to expand their ties in areas such as education, ICT and science. Competition
for attention and engagement is high.

Second, India is changing rapidly. The high economic growth rate (8% in 2005, with projections of 7% per
annum for the next five to 10 years), coupled with its young age profile, an agile and adaptable workforce,
particularly in IT and manufacturing, and a mature research and higher education base, makes prioritising
areas for co-operation essential.

Despite its rapid growth, India remains a country of contrasts. It has built up world-class institutions,
such as the Indian Institutes of Technology (IITs), but is still trying to achieve the millennium development
goal of universal primary education. It is emerging strongly as destination for medical tourism while millions
have poor access to basic healthcare. While 85% of households in Delhi own television sets, 84% of
households in Bihar have no electricity.
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Foremost amongst the many challenges the country faces to sustain projected levels of growth is that of
education. Demand for higher education is booming and while the Indian government is committed to
extending access, provision remains variable and quality options limited. English language skills underpin
business growth, particularly in the BPO (business placement outsourcing) sector, and there is huge growth
in parental demand for English-medium secondary education. However, English is widely seen as poorly
taught.

Many of these challenges present opportunities for greater international engagement. Demand for
studying overseas is growing rapidly, and, while the issue is highly politicised, it is inevitable that foreign
education providers will be viewed as part of the solution in extending tertiary provision. Emerging quality
assurance issues oVer a strong platform for international cooperation, and in particular for the UK.

As India’s energy demands double by 2020, its appetite for closer collaboration on renewable energy
sources, access to energy, clean energy technology, and climate security will also increase. Growing
awareness of, and interest in, the vibrancy of India internationally is widely predicted to feed through into
a booming creative economy.

India knows its strength, and expects to have a voice in international aVairs in consequence. Many
countries are increasing their engagement with this India, and seeking to have some influence over how this
voice will develop. The US describes India as a strategic partner, and has invested strategically over many
decades to be seen as a leading education destination, a committed player in scientific collaboration and in
English language support, and a model of contemporary culture. Australia is a major competitor in
international education.

India and the UK

Links with the UK are strong. Trade is growing fast from a relatively low base. 500,000 Indians visited
Britain last year, and 400,000 Britons visited India. Diaspora links are significant; some 2% of the British
population is of Indian origin (1.3 million), and they own over 4% of British GDP. This year over 20,000
Indian students are studying in the UK, more than ever before.

Survey data shows that the UK is widely seen as reliable and trustworthy, with strong traditions and a
proud history, but not always as of immediate relevance in the present or as the beacons of contemporary
culture we aspire to being. In higher education, for example, the UK is seen to have neglected a historical
position of strength and in some circles is considered to be only interested in India as an education market.
This is also partially true in other areas including science, where the older generation of Indian scientists
have strong UK connections but the younger generation looks mainly elsewhere.

British Council: Contribution to Achieving the UK’s Strategic Objectives

India is a key partner for achieving many of the UK’s International Priorities, and the British Council
plays a role in contributing to the achievement of priorities 3, 5 and 6. The British Council operates from
the basis of a strong reputation and high public profile within India.

Links are particularly close in regard to strategic priority 5 (“supporting the UK economy and business
through an open and expanding global economy, science and innovation and secure energy supplies”) to
which our education and science programmes are geared. In 2005–06 we advised over 300,000 young Indians
on study opportunities in the UK; and led in the development of the £10 million UK India Education and
Research Initiative (UKIERI) which will strengthen research links and student flows between the two
countries.

We conducted some 80,000 examinations on behalf of UK examination boards, exposing many young
aspirational Indians to UK educational opportunities. In science and innovation, we designed and hosted
India’s first high-level seminar on climate change, showcasing UK expertise. We reached over five million
people through extensive media coverage and leaders in top-level India newspapers. We raised awareness
about climate change and energy issues by touring our Zero Carbon City exhibition, while the wider
initiative—aimed at encouraging action on confronting climate security issues—of wrap round programmes
across seven cities in India, directly involved more than 13,000 people.

We also contribute to the achievement of strategic international priority 6 (“promoting sustainable
development and poverty reduction, underpinned by human rights, democracy, good governance and
protection of the environment”). In 2005–06, we showcased the UK’s environmental expertise as the
centrepiece of India’s leading environmental film festivals in Delhi and Kolkata; ran a series of seminars and
training programmes on human rights, gender rights and the empowerment of women, and launched India’s
first e-governance newsletter.
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British Council: Key Facts

The British Council manages a network of 11 centres across India: four metropolitan centres in New
Delhi, Mumbai, Chennai and Kolkata, and seven British Libraries in Ahmedabad, Bangalore, Bhopal,
Chandigarh, Hyderabad, Pune and Trivandrum which we run in cooperation with the Indian Council for
Cultural Relations. These centres have some 100,000 members to whom we provide library and information
facilities, as well as access to wider UK cultural and educational opportunities.

We focus our outreach beyond these cities on a clearly-defined network of “second cities”, in which we
run a range of programmes, and “third tier” cities where we oVer restricted programmes focusing exclusively
on young aspirers. Total expenditure in 2006–07 is expected to be £11 million, of which £6.2 is FCO
Grant-in-Aid, and the balance earned income.

British Council: Strategy Development

Our challenge, in an increasingly competitive environment, is to build a partnership of equals where we
are seen as of immediate contemporary relevance. We want to build on the Indian view of the UK and India
as “natural partners” sharing a common language, disposition and values, and facing comparable issues in
key fields such as education, science and innovation, the environment and the innovation economy.

This ambition has underpinned our approach to the Public Diplomacy Initiative which we are jointly
running with the High Commission from September 2005 to December 2007 and which is aiming to inspire
India’s rising generation of decision-makers to choose the UK. This features a series of innovative events
and activities in the fields of arts and culture, business, education, environment and science and technology.

British Council: Target Groups

We aim for direct engagement with 25,000 influential young professionals to build up friendships,
networks and partnerships between them and their counterparts in the UK. We view this group as acting
as multipliers, influencing in turn millions of young people across the country. We want them to see us as
natural partners and as creative catalysts driving debate in key areas of the UK-India relationship.

At the same time we intend to extend our reach to the wider group of 15 to 35 year olds with the potential
for future leadership. We have set ourselves demanding targets for increasing engagement through to
2010–11.

We plan to reach 0.75 million young people directly, two million indirectly, six million through remote
reach via the media, and 10 million through remote reach via the web. We want to ensure that the UK helps
them to build their future and thereby influence their thinking. The work which we do on a self-funded basis
in teaching, examinations, libraries and in education gives us great access to this group.

British Council: Improving our Offer and Enhancing Impact

One particular challenge is make sure our oVer stays relevant to the needs of our target groups and takes
account of what UK stakeholders can contribute. We are moving from high volume programmes of events
to “fewer, bigger, better” activities which make greater impact and are more closely focused on the audiences
we want to reach. We are strengthening cooperation and strategic coordination with other HMG players,
to ensure we do not duplicate our reach and involvement with target audiences, while extending our
influence through strengthening our business and research partnerships.

In education we have made a sustained eVort in recent years which has paid dividends. The UK is now
established as an attractive study destination. 250% more Indian students applied to study in the UK in
academic year 2005–06 than in 2000–01. This year, more than 20,000 Indians are studying in the UK. We
aim by 2011 to increase this to 34,000 and to encourage more than 1,000 British students to spend at least
part of their course in India.

Our objective is to be India’s partner of choice across the board in education, from policy development
to school links, where we aim to engage with over 500,000 young people over the five years to 2010–11 within
the framework of UKIERI. The initiative is an example of the benefits of a cross-Whitehall strategy, and has
acted as an eVective springboard for engaging productively with the corporate sector (securing £3.5 million
sponsorship to date) and for building strong relationships at a policy level with the Government of India.

In science and innovation we have a strong record of building and brokering networks of senior influential
figures. We aim by 2011 to double science and innovation collaboration between India and the UK,
measured in terms of the number of collaborative projects and research exchanges, and to emerge as one of
India’s preferred research partners and policy interlocutors, with a strong initial focus on climate change
and the environment.

In the creative economy we are working with Indian and British partners and the British High
Commission to build on the success of our “Creative Futures” initiative to raise the UK’s profile as a vibrant
creative economy through new events and programmes and through better use of media partners to
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influence wider audiences. “Innovation Economy” is the main focus of the next phase of our work in public
diplomacy. We will build strong professional networks and institutional links, help to develop policy
frameworks and create a high-level “think tank” forum. Fashion and animation will be focus areas.

Our new “Cities” project will allow us, in the context of the forthcoming 2010 Commonwealth Games in
Delhi and 2012 Olympic Games in London, to act as partners for positive change in a wide range of
disciplines, and to showcase the creativity of the UK. We will build networks, with a strong focus on
reaching and engaging young people, and stimulate debate in regeneration, the environment, citizenship,
aspects of inclusion and sport.

Our “English for Success” project will allow us to much better meet the surging demand in the region for
language and communication skills. We will focus on building networks, working with partners, developing
ties with the corporate sector, training trainers, promoting an overall qualifications framework, and
reaching out through new global products to the very large numbers of people who want access to UK
expertise in this area.

Through “Intercultural Dialogue” we want to support HMG strategy for engaging with the Muslim
world. India has to be a key partner in this, as the world’s second biggest Muslim population. This will be
challenging and will need to be sensitively handled, given India’s long experience as a secular society and
the resurgence of “communal” politics. We aim to be a crucible for bringing together young leaders,
thinkers, film-makers, activists and others who want to engage with ideas. We will develop spaces for debate,
oVer seed-grants to intermediaries to develop projects for young people, support visits to the UK by
journalists and practitioners and broker informed debate.

Pakistan

The purpose of the British Council in Pakistan is to build trust and overcome existing low perceptions of
the UK, working to HMG international strategic priorities 1, 5 and 7.

Over the next five years we plan to do this by influencing reform in governance and education to bring
about positive social change, promoting intercultural dialogue and understanding. We will also build skills
and capacity and meeting the learning and creativity aspirations of young people by connecting them to UK
opportunities for learning and creativity. We will substantially scale up our activity through Grant-in-aid
resources re-allocated from work in Europe, and by leverage through partnership.

Context Challenges and Future Trends in Pakistan

Pakistan faces many challenges: extreme poverty, an education system that is failing to meet basic
education needs, poor employment prospects for a rapidly growing population of 155 million people, the
increasing influence of religious groups, and criticism of an army-dominated government and its approach
to tackling terrorism. Recent surveys show that among non-elites mistrust and negative views of the UK
persist in part due to perceptions of UK foreign policy in Iraq, the Middle East and Afghanistan.

Pakistan has one of the world’s lowest indicators in terms of educational enrolment, achievement and
literacy and has a rapidly growing young population whose skills do not match employment needs. Some
have concluded that the system of unreformed Madaris (religious schools) fuels radicalisation and
extremism, and many attempts to register Madaris and widen the curriculum have stalled.

Considerable tension exists between the urban elites and the predominantly rural poor. The small but
prosperous and highly educated elite tend to lean to the West. Elite groups keenly desire high quality
international qualifications at all educational levels, in part to compensate for the very variable quality of
in-country education provision. There is rapid growth of the private sector in education and the middle
classes have similar aspirations for their children with many choosing to put them forward to take GCSE
“O” and “A” levels.

These trends and challenges are likely to continue for many years and shape the relationships the UK will
continue to develop and enhance with Pakistan in support of building trust and engendering more positive
perceptions of the UK based upon a genuine understanding of each others’ societies. There are many people
and institutions working to create a better future for Pakistan who are eager for stronger international
relationships in support of a more open, diverse, moderate, secure and increasingly prosperous society.

The British Council’s Approach and Operations

Over the next five years our approach will be to develop trusted and long-term relationships based on
mutual interest and respect primarily in the areas of English language teaching and learning, education, the
arts, science and governance and to meet the aspirations for self development of millions of young people.

We aim to generate many more people-to-people exchanges to redress the tailing oV of contact since 2001,
as the principal means of strengthening ties between the UK and Pakistan.
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We will aim to tackle the environment which gives rise to radicalisation and alienation by supporting
reform and new thinking and action in education, builds the skills and confidence of young people and
encourages social inclusion, participation, social and political transparency and accountability.

Our priority audiences in this work are policy makers, decision makers, academics, activists, community
leaders, educationalists and future leaders. We will strengthen existing relationships and develop new ones
in the North West Frontier Province and aim to develop more activity with Azad Jammu and Kashmir
(AJK) which has strong links with the UK diaspora community.

We will build on recent work in increasing education links between the UK and the Higher Education
Commission, with 50 such projects this year, and follow up on education reform work with the Pakistan
Government, and on gender equality, raising awareness and advocacy against “honour killings” in Pakistan.
We will aim to build strong links between the UK and Pakistan (both in the public and private sectors) for
a school leadership project, teacher development and in higher education.

We will build up inter-cultural dialogue, providing thousands of people in Pakistan are equipped with the
skills that enhance inter-cultural awareness, and provide networks with their counterparts in the UK. We
will also continue to promote, and expand access to, UK educational opportunities.

In developing these programmes, we will aim not to duplicate the work of local and international aid
agencies, but rather to build relationships based on the exchange of experience and ideas which tap into the
resources of others.

Afghanistan

The British Council in Afghanistan plays a key role in the UK’s contribution to the international eVorts
to build stability and enhance democratic institutions in the country.

Our work focuses on extending educational opportunities and strengthening the post-Taliban renaissance
of culture, particularly re-establishing links and contacts with the outside world, after more than two
decades of international isolation.

In order to providing access to international sources of knowledge and training, there is an over-riding
need for capacity-building in the English language. This work includes building the capacity of English
within the Afghan Parliament—both for elected members and for staV—to enable it to co-operate more
eVectively with its external counterparts and benefit more fully from training provided by its international
partners. We also undertake similar work with the Ministry of the Interior, in collaboration with the British
Embassy drugs team, to assist with implementation of the counter-narcotics programme.

We are building strong partnerships with the Ministries of Education and Higher Education, which
are assisting in curriculum modernisation for the madrassah system (broadening access to vocational
education), providing access to UK experience in education reform, capacity-building for English teachers,
and building research and other links for Kabul University and Kabul Medical University.

Bangladesh

The Context

Bangladesh’s strong diaspora links to Britain, its high levels of extreme poverty and acute environmental
problems, along with its status as a secular parliamentary democracy of 147 million people, more than
four-fifths of whom are Muslim, makes it a country of major importance to the United Kingdom.

Nearly one-third of the country’s population is under 14, and while school enrolment has risen to around
94%, from 73% in 1990, there are still huge challenges posed by high primary drop-out rates, and diYculties
of access to schooling for the poor and for girls in particular.

The British Council in Bangladesh works closely with the British High Commission and with DFID to
strengthen bi-lateral relations, in particular to facilitate governmental reforms, and to develop closer ties
and collaboration with mainstream Muslim society and institutions.

British Council Operations

Our top priority over the next three years is to increase access to skills and education relevant to
employment and social mobility, and to promote social inclusion. Improvement in English is one of the keys
to securing greater economic growth, and the British Council works in a complementary way with DFID
to raise teaching standards and roll out training nationally.

We give a high priority to education reform and to improving standards in vocational education, drawing
on the UK’s qualifications, experience and resource base to achieve this, and working in partnership with
Bangladesh’s higher education and vocational education sectors.
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Increasing inter-cultural understanding between the young people of Bangladesh and the UK is a key
activity stream, undertaken through arts, science and sports, as well as youth forum exchanges and links
between Islamic studies centres in the two countries, while we also run programmes in capacity building in
English and developing IT skills with a number of madrassas.

There is high demand for British Council activities and services. In 2005–06, 775,000 people used
our information services, while a further 375,000 people actively participated in our programmes. We
additionally undertake direct teaching of English to more than 6,000 students a year and manage nearly
80,000 UK examinations a year for some 30,000 candidates.

Following the decision of Bangladesh to become a partner in the Global Gateway programme, managed
internationally by the British Council on behalf of DfES, we are giving priority to increasing the number of
school links.

Tackling climate security will become of increasing importance in our work. The challenges are two-fold:
First, improving the understanding in countries with high carbon emissions of Bangladesh’s acutely
desperate situation of large populations living on flood-prone land, falling water tables and deforestation;
Second, assisting in linking together the UK’s capacity and knowledge base in areas of mitigation and
adaptation with partners in Bangladesh.

Nepal

The context

The British Council in Nepal supports overall UK eVorts to build the stability necessary for achieving a
permanent peace between the authorities and the Maoist insurgency and thereby to facilitate economic and
social recovery. Nepal is also a country with major concerns in terms of climate security given the threat of
the melting of the ice peaks of the Himalayas and the consequences this may have for the wider region. In
our work, we address international strategic priorities 3, 5, 6 and 7.

Given the lack of economic growth since the 1980s, Nepal suVers a high level of emigration and an ability
to provide adequate levels of employment to younger population. It also has a high level of economic
dependence on remittances from overseas, last year providing more income than agriculture and tourism
combined.

Perceptions of the UK in Nepal are generally positive, as an active player diplomatically, as a major aid
donor through DFID, and with the British Council’s position as the most active cultural and educational
relations organisation, and provider of English, operating in the country.

British Council Priorities and Operations

One of our top priorities up to 2010 is therefore to support the British Embassy and DFID’s work in
facilitating the peace process. We are now planning a three-year Nepal-wide project to provide job-related
training (including in English, Nepali, IT and other vocational skills) to the thousands of demobilised
adolescents from the Maoist People’s Liberation Army and their militia.

A second priority is help underpin the peace process and economic recovery by assisting the Ministry of
Education in education reform and in improving the public education infrastructure, particularly outside
the major urban centres where it is at its weakest. We shall also be exploring with the Government areas of
development in vocational education and in teacher training for English.

We are repositioning our teaching centre courses in order to refocus on short, specialist courses for
contract clients and on those with special needs for enhancing professional self-development. Our library
membership at 7,000 has now over-reached capacity and we will be focusing our membership strategy on
specific target groups such as teachers and increasing on-line and virtual materials.

In climate security, we are working with the International Centre for Integrated Mountain Development
and environmental NGOs. In 2007 we will hold a symposium of young scientists from Nepal, the wider
region and the UK to focus on action to reduce carbon emission levels in Kathmandu and in large urban
areas of neighbouring countries, such as Dhaka.

We will enhance work with schools both on climate security and in expanding inter-cultural dialogue for
young Nepalis, building on the recent accession of Nepal to the DFES Global Schools Partnership
programme for bi-lateral linking of schools.
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Sri Lanka

The context

The British Council plays a significant role in building and maintaining influence for the UK in Sri Lanka,
and underpins the strong ties between the two countries. The UK continues to be the largest inward investor
in terms of EU countries, and the second largest overall in terms of projects. The country’s 6% growth rate
and the huge demand for internationally-benchmarked education makes it a strong market for UK
educational products and services.

Perceptions of the UK are positive amongst both the authority and successor generations, while its
products and services are held in high regard, though overall there is a trade deficit in Sri Lanka’s favour.

British Council Priorities and Operations

Most British Council work is geared to achieving international strategic priority 5, with our programmes
being viewed in country as a major provider of education services, and as playing a large part in meeting
the growing demand for knowledge and learning, both in the English language and in providing access to
UK education and examinations.

In 2005–06, more than 440,000 Sri Lankans used British Council information resources, while our centres
in Colombo and Kandy served 33,000 library members, more than 16,000 examinations candidates, 10,000
English language learners and 10,000 people interested in UK education.

As the issue of the peace process between the Government and the LTTE dominates the political agenda,
reconciliation and inter-cultural understanding continues to be a constant theme of the British Council’s
cultural relations programming. Within this context, we have built up partnerships with many local and
international organisations to deliver projects across Sri Lanka, including teacher training funded by
UNICEF, training for civil servants in the north and east funded by GTZ, and communications skills for
the Sri Lankan military, funded by HM Government. We promote inter-ethnic trust and understanding
through our Beyond Borders project which enables young people from all main traditions in Sri Lanka to
tackle issues of mistrust and identity, diversity and global citizenship.

British Council

Written evidence submitted by Federico Bordonaro

India’s Likely Grand Strategy in a Changing South Asian Context

India is gradually emerging as a major global power. While Delhi’s rise as an economic giant has often
attracted the attention of international players and observers in recent years, India’s grand strategy and its
security policy have somehow been less analysed by mainstream media. Nonetheless, India’s perception of
its strategic environment and its recent strategic dialogue with the US, China, and Russia reveal the
profound implications of Delhi’s ambitions in a complex geostrategic area: South Asia and the Indian
Ocean.

Although various eVorts to improve political-strategic relations with India’s traditional rivals have been
made by Delhi recently, it is safe to assume that some patterns of India’s security policy will dominate its
moves in the coming years.

First of all, Pakistan will remain India’s main geopolitical rival, and the Kashmir question will require
considerable diplomatic eVorts if the two states are to avoid escalating conflict. Islamabad will also remain
Delhi’s main obstacle to the latter’s maritime hegemony in the Northern Indian Ocean, also as a result of
a renewed Sino-Pakistani strategic cooperation.

Secondly, China’s rise as Asia’s major power will challenge India’s grand strategy, notwithstanding
bilateral eVorts to improve their traditionally poor relations decisively and to finally overcome the fallout
from the 1962 border war crisis. Beijing’s maritime ambitions in the Indian Ocean, as well as China’s thirst
for energy, will likely cause the two rising powers to compete in energy-rich regions from Myanmar to the
Arabian Sea. India’s perception of a hostile alignment of its neighbouring countries (Bangladesh and
Pakistan, but potentially also Nepal) with China adds to Delhi’s determination to beef up its own
military power.

Thirdly, the US-India nuclear deal (being currently discussed in both countries and highly controversial)
is the signal of an increasingly crucial strategic cooperation between Washington and Delhi, as the US-
India-China power configuration in South, Southeast and East Asia is rapidly emerging as a decisive global
strategic triangle and India’s concerns about China’s rise meet US needs to contain Beijing.

Fourthly, Islamic radicalism will continue to pose a threat to India’s stability and to complicate Delhi’s
political relations with Bangladesh and Sri Lanka.



3589271018 Page Type [O] 25-04-07 01:45:01 Pag Table: COENEW PPSysB Unit: PAG1

Foreign Affairs Committee: Evidence Ev 177

Fifthly, India will attempt to modernise and upgrade its military hardware, notwithstanding inner
divisions about the right way to utilise Delhi’s growing power and influence. As a consequence, the US,
Russia, Israel, the UK, and France will compete to benefit from India’s defence market, while the political-
strategic considerations concerning Delhi’s weapons acquisitions and nuclear military power will also come
into play in the bilateral relationship with such providers.

India’s Geostrategic Perceptions: Background and Implications

In spatial terms, India perceives its security as being connected to three geopolitical circles. The first one
is the near or immediate neighbourhood and it encompasses India and its territorial waters. No intrusion
from external powers into this space is, or will be, permitted by Delhi. The second circle is the so-called
extended neighbourhood of South Asia and encompasses the whole Indian Ocean littoral. Here,
competition with China and Pakistan will likely be stiV both for strategic dominance and political influence.
Finally, the third circle is the global stage itself on which India aims to play an increasingly influential role.

For Delhi, the modernisation and enhancement of its military hardware, as well as the creation of a stable
network of strategic partnerships, are the two vital elements in order to achieve its security and economic
goals in the three circles.

As a consequence, maritime and air power projects, as well as strategic relations with the US, Russia,
Israel, and EU powers, will form the bulk of India’s grand strategy in the near future.

Project Seabird and India’s quest for maritime power

India’s ambitious Project Seabird, which has already suVered from many delays, consists of the Karwar
naval base, an air force station, a naval armament depot, and missile silos all to be realized in the next five
years. The naval base INS Kadamba in Karwar, Karnataka state will protect the country’s Arabian Sea
maritime routes. Kadamba will become India’s third operational naval base, after Mumbai and
Visakhapatnam. Six frontline Indian naval ships, including frigates and destroyers, took part in the
commissioning. Kadamba extends over 11,200 acres of land, along a 26-km stretch of sea front, and it will
be the first base exclusively controlled by India’s navy. Eleven ships can be berthed at Kadamba once the
first phase of it is achieved; 22 ships can be berthed there after the second phase of construction is completed
around 2007, according to INS Kadamba’s first Commanding OYcer Commodore K P Ramachandran.

Notwithstanding budgetary problems that plagued Phase I of the project, Phase II (2006–10) will
represent a huge eVort that will double the existing facilities.

The geopolitics of the Arabian Sea and the Western Indian Ocean largely explain India’s determination
to mount an $8.13 billion enterprise. The China-Pakistan-India triangle is more than ever the Arabian Sea’s
decisive geostrategic setting. For the Chinese, this trilateral relationship is crucial for two reasons: from the
point of view of energy security, the Arabian Sea and Pakistan are Beijing’s access points to the oil-rich
Middle East; from the perspective of military security, Pakistan provides China an eVective counter-
balancing partner in front of India’s ambitions.

Therefore, faced with geographic constraints, the Chinese successfully proposed to Islamabad in 2001 the
sharing of the Gwadar naval base. This latter serves the Chinese purposes in three ways: first, it serves as a
tool to secure Beijing’s access to the Gulf’s resources; second, it is a useful military base to counter
Washington’s influence in Central and South Asia (in fact, the Sino-Pakistani agreement came into being
just four months after US troops entered Kabul in 2001); third, Gwadar functions as an excellent wedge
between India and the Middle East and as an oVset against India’s naval power.

The issue of India’s Air Force

Recently, Air Chief Marshall Tyagi wrote to Defense Minister Pranab Mukherjee pointing out that
“Unless immediate steps are taken to arrest the reduction in Indian Air Force’s force levels, the nation will
for the first time in its history, lose the conventional military edge over Pakistan.” IAF analysts are
concerned with Delhi’s insuYcient pace in upgrading its hardware.

The issue is perceived by the military as increasingly worrisome, which suggests that Delhi will try to
launch a modernisation campaign by seeking out Russia (its traditionally major defence partner), the US,
France and Israel (which is becoming India’s 2nd weapon supplier and is negotiating projects for joint R&D
on advanced radar systems, long-endurance and high-altitude UAVs (unmanned aerial vehicles), electronic
warfare systems, and third-generation night-fighting capabilities).

Mr Tyagi underscored that the Pakistan Air Force (PAF) is being “beefed up” with 44 US F16s, while
China is supplying J-10 and JF-17 aircraft equipped with Russian engines. He thus called for the IAF to
proceed with the acquisition of 40 Russian-made Su-30 MKIs and he also proposed the purchase of 126
Multi-Role Medium Range Combat Aircraft as soon as possible.
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According to some sources, India’s needs have rapidly attracted the interests of some major global
players. US air giant Boeing is lobbying the Indian Air Force to purchase the F/A-18 Super Hornet and is
facing competition from Dassault Aviation of France, the producer of the Mirage, Sweden’s Gripen-SAAB,
Russia’s Sukhoi fighters and F-16s from Lockheed Martin.

Strategic partnerships

On 2 March 2006, the US and India reached agreement on their controversial nuclear deal, which must
be approved by the US Congress and is causing political disputes among US and Indian parties. The deal
would provide India with American nuclear technology and fuel, without India having to sign the Nuclear
Non-Proliferation Treaty. Moreover, Delhi would have to open only 14 of its 22 nuclear reactors to
international inspections.

Although some Indian factions believe that it would be very diYcult for Delhi to separate civilian and
military nuclear activities, the majority of the deal’s critics think that Washington would endanger the entire
non-proliferation architecture without getting any real guarantee on India’s nuclear relations with other
powers.

As of early November 2006, when the US had its mid-term elections, it seems likely that the final decision
by Washington will be postponed to 2007.

However, the significance of the US-Indian nuclear deal goes beyond the mere cooperation on atomic
power and reveals a changing mutual perception by the two parties. After the end of the Cold War, India
has progressively emerged as the South Asian potential hegemon and as a power with global ambitions.

India’s traditional pro-Russian stance was mitigated in favour of a more independent foreign policy, and
the US rapidly emerged as a potential strategic partner rather than adversary in the eyes of many Indian
decision-makers, although the more Socialist-oriented factions in Delhi still hold political influence.

Such an evolution does not mean a complete reversal of the Cold War period. In fact, India is trying to
expand its network of strategic cooperation rather than playing one alignment (for instance, the one with
the US) against other ones.

Although Washington has renewed its strategic ties with Delhi’s arch-rival Islamabad after 1991, the US
has been showing signs of diYdence toward Pakistan since 9/11. In the Summer of 2006, right after the
nuclear negotiations with India, US Secretary of State Condoleezza Rice cropped Pakistan’s nuclear
ambitions when she denied that a comprehensive nuclear deal could be reached between Washington and
Islamabad that would parallel the US-Indian deal.

Washington would like to keep excellent strategic relations with both Pakistan and India; however, in
contrast to the Cold War situation, it is likely that India will become the US favourite South Asian strategic
partner in the next decade. Should the US-Indian nuclear deal fail to be implemented, however, the strategic
rapprochement between Washington and Delhi would be delayed and complicated, and Russia would
probably benefit from Delhi’s disappointment.

These problems notwithstanding, the common US and Indian perception of China as a potential Asian
hegemon that needs to be checked will push Washington and Delhi toward cooperation in the long run.

Further, since Bangladesh, Sri Lanka, and Pakistan are perceived by India both as geopolitical rivals—
played by China as encircling forces to contain India’s rise—and as the sources of social destabilization
because of their developed Islamist networks, it is likely that Delhi will seek US help against Muslim
extremism and the ensuing militant activities.

As a result, a comprehensive strategic partnership with India seems to be appealing to Washington both
as a geopolitical tool to check Beijing and as a political, cultural, and military rampart against Islamism in
South Asia.

Conclusions

India’s foreign and security policy will continue to be focussed on Pakistan and China in the coming years.
With Islamabad, relations have improved since 2003 but both countries have failed to radically transform
their rivalry into an even embryonic cooperation. Mistrust continues to dominate the bilateral ties and it is
unlikely that Delhi and Islamabad will refrain from attempting to get nuclear strategic dominance over the
opponent even during détente.

The Kashmir region has already witnessed three Indo-Pakistani wars in 1947, 1965 and 1971 plus a more
limited conflict in 1999, and its political and territorial status remains unsettled. Since Kashmir is a
convergence zone between the Russian-dominated Eurasian landmass, the South Asian geopolitical region,
and the East-Asian geostrategic realm (dominated by China), a multilateral solution to its crisis may be the
only viable alternative to the alternation of détente and conflict between Delhi and Islamabad.
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Both the rise of China and the instability of India’s neighbourhood (Pakistan, Bangladesh, Sri Lanka)
suggest that a strategic rapprochement with Washington will be sought by Delhi even if the current nuclear
deal meets with fatal obstacles in US politics. In fact, at a time when the US is experiencing serious troubles
in achieving its strategic goals in the Middle East, in Afghanistan and in North-East Asia, the eventuality
of a complete failure of the new US-Indian strategic dialogue would be a deadly blow to Washington’s
geostrategy.

Federico Bordonaro

7 November 2006

Written evidence submitted by Hsin-Huang Michael Hsiao and Liang-Chi Russell Hsiao

TAIWAN’S EXTERNAL SECURITY ENVIRONMENT AND THE EVOLUTION OF
TAIWAN’S SOUTH ASIA POLICY

This report, updated as warranted, discusses the extent of Taiwan’s relations with South Asia and
describes both the challenges and opportunities of Taiwan developing economic and political ties with the
countries in South Asia since 2000, with a particular emphasis on India. The scope of Taiwan’s relations
with other countries in South Asia: namely Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan and Sri
Lanka has been extremely limited both economically due to the region’s foreign and distant perception to
Taiwan in spite of its geographic proximity, and even more politically because of most countries (with
Bhutan as an exception),18 adherence to China’s interpretation of the “One China” principle which excludes
any interaction between the countries in the region with Taiwan on an oYcial level. In spite of Taiwan’s
isolated diplomatic status with only 24 oYcial diplomatic applies recognising Taiwan as an independent
state, Taiwan has nearly 100 non-oYcial representative oYces around the world in other countries that
perform functions as these countries’ embassies for conducting relations in Taiwan. However, for the South
Asia region, India is the only country with a non-oYcial representative oYce in Taiwan and vice versa. Based
on this premise, this report analyzes the scope of Taiwan’s relations with South Asia using India as the
centerpiece of Taiwan’s South Asia policy.

The warming of relations between Taiwan and India since 2000 can be attributed in part to a convergence
of strategic policies: Taiwan’s “Go South” policy complemented by India’s “Look East” policy. The
direction of the two policies which were initiated both in the early 1990s targeting the blossoming ASEAN
economies, and over time amalgamated due to growing concerns of a region undergoing rapid and profound
transformations in its economic and political security environment: namely the aftermath of the 1997 Asian
Financial Crisis, the rise of China’s economic and political clout in South and Southeast Asia and its’ the
risks to Taiwan’s national security.

The impact of China’s rise on the region’s economic and political development is a widely debated issue
in all Asian countries. It undoubtedly poses serious concerns for both Taiwan and India albeit for diVerent
reasons. The risks for Taiwan’s economy are growing more acute as Taiwan’s economic security become
increasingly dependent on China’s inflated economy. This dependency in the Chinese market is aggravated
by a reconfiguration of China’s grand national strategy and tactic towards Taiwan: from one of direct
confrontation to a more sophisticated approach that involves three overall strategies: divide Taiwan
domestically, isolate internationally and absorb economically.

South Asia is a region which Beijing treats as its own backyard and its engagement with India is a veneer
of partnership masking its attempt to actively constrain India’s influence to the South Asia region: evidenced
by its support of Pakistan and sell of oVensives arms to Pakistan and Bangladesh. The increasing
competition between China and India has also unearthed decades long worth of entrenched suspicions
resulting from the1962 borders war which precludes China as a competitor rather than a partner. As such,
India still employs a cautious policy of engagement with China by balancing it with its “Look East” policy
and while forming a strategic partnership with the United States. In that regard, India encourages
strengthened relations with Taiwan, which according to statistics compiled by the World Economic Forum
is the fifth most competitive economy in the world, as a means of applying pressure on the PRC.

Taiwan’s primary interest in pursuing economic engagement with India is to reduce its degree of economic
dependency on the PRC. India’s emergence as one of the widely heralded BRIC economies with a globally
competitive software industry are also creating the incentives necessary for helping Taiwan’s government
policy of “looking beyond” China in luring Taiwan businesses away from China’s market trap. Taiwan has
been keen on signing a Free Trade Agreement (FTA) with India. India is also an ideal springboard for

18 Bhutan neither recognises the PRC nor the ROC.
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Taiwan to enter the South Asian Free Trade Agreement (SAFTA) trade network and develop relations with
other countries in the region. Since Taiwan is not a party to any free trade agreements with countries in the
region or trade zone, it can enter other markets via India and Bangladesh. Although the current trade in
terms of investment made by Taiwan in India pales in comparison with the amount of investment by Taiwan
in China: by the end 2004, Taiwan’s investment in India totalled just $116 million, dwarfed by Taiwan’s
$41.7 billion investment in China. The Ministry of Economic AVairs (MOEA) and other government
agencies reported that two-way trade between Taiwan and India from January to November 2005 grew at
a brisk pace amounting to US$2.27 billion, a nearly 30% increase over the previous year. Representative
Vijay Gokhale, Director-General of the India-Taiwan Association, India’s de facto embassy in Taiwan, has
set the goal of increasing bilateral trade to $7 billion in 2007.

At the same time, Taiwan’s policy makers are paying close attention to India’s nascent rise as a regional
power that is of increasing geo-political importance to the West, evidenced by US acquiescence of a nuclear
India. This policy stretch made by the US is perceived by many policy analysts in Taiwan as largely driven
by the purpose of neutralizing Pakistan, but more important is the impact of China’s uncertain rise which
has unsettled the dominant regional power in the Asian region that the US had welcomed China to play a
more prominent role in regional aVairs. The concerns of policy makers in Taiwan of China’s growing threat
were only accentuated by the passage of China’s so-called “anti-secession law” in March 2005, which
legitimates the use of military force against Taiwan should the island exercise its sovereign right to claim de
jure independence. Therefore, it is only logical that Taiwan considers the necessary precautionary measures
to look for friendly partners and diversify its economy.

The scale of Taiwan-India relations cannot be weighed on economics alone. There have been an increasing
number of private visits made by politicians and former oYcials from political parties and government
agencies from both sides. Several examples are the visits made to Taiwan by Narindra Modi, the secretary-
general of the Indian Bharatiya Janata Party, George Fernandes, a House of the People member and former
defense minister, and Jaya Jaitly, former head of the Samata Socialist Party. These visits are reciprocated
by visits made to India by high ranking oYcials from the National Security Council, other government
agencies and political parties. There is also a Taiwan-India parliamentary amity panel, made up of members
from the ruling Democratic Progressive Party, the Kuomintang, the People First Party and the Taiwan
Solidarity Union. This panel organises delegation visits to India to would meet with Indian parliamentarians
to advance mutual understanding and friendship. Nevertheless, India’s reception of strengthened Taiwan
relations is not without concerns for Beijing’s wrath. The rejection of Vice-President Annette Lu’s attempt in
2001 to visit India with humanitarian aid to the victims of the Tsunami is a prime example of India’s careful
approach to handling Taiwan.

In lieu of India’s increasing strategic importance and calls for reducing Taiwan’s economic dependence
on China, Taiwan launched the Taiwan-India Cooperation Council (TICC) in February 2006 to advance
mutual understanding and cooperation between Taiwan and India in the economic, social, cultural and
related dimensions, and focuses on the two approaches as “Network Building” and “knowledge-sharing.”
The government backed association is composed of politicians, business leaders, academics, and chaired by
former premier Yu Shyi-Kun, who is also the Chairman of the ruling Democratic Progressive Party (DPP).

Taiwan and India have also made significant headways in track two dialogues as below the fray
mechanisms for promoting mutual understanding and confidence building measures when oYcial channels
are closed. Indian scholars and young graduate students are more visibly represented in a number of
Taiwan’s universities. Taiwan’s research institutes and think tanks with encouragement from India have
also expanded their presence in India. Indian think tanks like the Institute for Defence and Analyses Studies,
the Observation Research Foundation, the Confederation of Indian Industries, the India International
Center, the Center for Policy Research and the National Institute of Advanced Studies, among others have
exchange programs with their counterparts in Taiwan. International conferences are also becoming more
frequently held in both India and Taiwan, wherein leaders and academics alike hail Taiwan and India as
two countries that share a common culture of democratic values can serve as the bedrock of solid future
relations. These are all positive signs of a comprehensive relationship that is developing between India
and Taiwan.

In conclusion, the extent of Taiwan’s relations with South Asia can be framed on the premise that since
the end of World War II, Taiwan has had limited relations with countries in South Asia and the region was
indeed considered under China’s sphere of influence. However, beginning in the 1990s there emerged two
major trajectories that propelled relations between Taiwan and India. Firstly, the rise of China and its threat
to Taiwan’s national security raised concerns that having an economy become overly dependent upon China
will severely limit the policy options available to Taiwan’s national leaders. Secondly, as competition
between India and China increases, India is also growing wary of China’s increasing political and economic
clout and its intentions in South and Southeast Asia, including access to the Indian Ocean. For Taiwan the
emergence of India’s growing market provides a safer alternative for its businesses due to volatile cross strait
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relations. Additionally, India’s political and economic clout acts as a counterweight to China’s growing
predominance in the region. Taiwan’s South Asia policy is the tip of a nascent hedging strategy for managing
stability across the Taiwan Strait and ensure that a balance of power endures within the Asian region.

Hsin-Huang Michael Hsiao, Executive Director of Asia-Pacific Area Studies, Academia Sinia and Liang-Chi
Russell Hiao, Special Associates of Department for International Cooperation, Taiwan Foundation for
Democracy

Written evidence submitted by Professor Barbara Harriss-White, Queen Elizabeth House, Oxford

DEVELOPMENTS IN INDIA’S INFORMAL ECONOMY

1. India has been successfully branded and twinned with China as the emergent knowledge-services and
manufacturing hubs respectively of the 21st century world. But, although growing rapidly, knowledge
services are a very small fraction of India’s economy and an even smaller fraction of world trade in software
services. An estimated two thirds of India’s GDP is in the informal economy and out of the direct control
of the State. I have been studying it through primary field research since 1969.

2. The informal economy includes agriculture. India’s agricultural sector has well performed the
necessary role of providing food, basic wage-goods (such as cotton textiles), labour and financial resources
for the development of the non-agricultural economy. While more than doubling its foodgrains production,
it has fallen from being about 70% of GDP at Independence to about 25% now. It has done this however
in very unusual circumstances: despite the fact that the Green Revolution technologies were capital-biased,
it has not shed labour. The proportion of the Indian workforce in agriculture was approximately 70% at
Independence and is at about two thirds now. The paradox is explained both by the persistence of
underemployment in agriculture and by the net eVect of labour intensive versus labour displacing
agricultural change (the key labour-generating factor being the increase in land cultivated in more than one
season rather than the increase in the real land area cultivated). Now, while the technologies of the green
revolution are facing diminishing marginal returns, rising input prices and declining real product prices, the
production of many crops is gripped in a cost-price scissor. Over the last 15 years agricultural growth rates
have been mediocre; increasing returns to scale rather than the long-celebrated inverse returns put small
producers at a disadvantage. In the recent past, the labour elasticities of agriculture with respect to growth
have been declining everywhere and have now turned negative in two kinds of region—the most
agriculturally advanced and the most agriculturally backwards. Clearly quite diVerent economic processes
are involved but we known too little about both of them. What this means is that further agricultural growth
will shed jobs. Livelihoods will have to be sought in the non-agricultural, informal sector because, since
liberalisation in 1991, the formal (registered, tax paying) third of the economy has been growing in a
jobless way.

3. The “service sector” is highly diVerentiated between—crudely—high-end IT and very low-end
domestic and sanitary work. It is likely that demand for low end work from the high end of the service sector
fuels its statistical growth. But because the data for services is not disaggregated we cannot be certain. Jobs
in the informal economy are the most important key to poverty reduction in India. They will also contribute
importantly to growth.

4. Yet there is no vision or “plan” for India’s informal economy. This is an extremely challenging state
of aVairs confirmed not only by a long reading of the literature and by discussion with many scholars but
also very recently and in public in the UK by two people in crucial positions: Dr Y Thorat, the Chairman
of India’s National Bank for Agriculture and Rural Development (NABARD, at a conference in Reading
University in September 2006) and Dr Montek Singh Ahluwalia (the Deputy Chairman of India’s Planning
Commission—in questions after his public lecture in Oxford University in October 2006). My submission
will therefore be concerned with India’s informal economy and the committee may deliberate about how
“Britain” might engage with it. I will describe some of its important features using the literature based upon
field research. I have deliberately decided not to use statistics because, although India is blessed with a
relatively compendious statistical base, those referring to the informal economy are well accepted as being
approximate and are continually being questioned. For the themes developed here there is no systematic
data.

5. In India’s informal economy, a range of diVerent technologies, forms of finance and ways of organising
economic activity co-exist. Diversity is at its heart. The condition of being “informal” is not at all clear-cut.
Commonly a firm may be locally registered, possibly have a series of local licences, reimburse a state
electricity board for its power, draw credit from a registered bank but it may have its own water supply,
lend money “onwards” on unregulated terms and conditions, subcontract all but the finishing processes of
production, fail to pay tax or to apply the factories act regulations to its labour force. A registered factory
may exist in name and building alone while most of the production it controls is carried out in workshops
in the alleys nearby. Thriving industrial clusters producing significant proportions of India’s exports operate
under these conditions.
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6. Undeclared rents, profits and factor payments constitute the black economy. Using the most recent
oYcial data derived from the mid 80s, it was estimated to be on an upward trend at 35% and most scholars
believe there is no reason to assume it has not continued to rise. India’s black economy is thought to be
concentrated in the retail sector, inventory, the film industry, real estate and unregistered money export (and
import). (The black economy is implicated in the electoral process.)

7. The informal sector is clearly larger than the black economy and consists legitimately of agriculture
and firms operating below a size threshold for commercial tax eligibility (until recently Rs 3 lakhs—now Rs
10 lakhsi). The informal sector also consists of socially legitimate activities which make complex private and
public organisations work smoothly; together with socially illegitimate and illegal rent seeking and
fraudulent activity. The Indian economy is regulated not only by the state but also by a significant informal
“shadow state” of more or less party-politicised brokers, rent seekers, fixers and protectors of private
property which exists entirely because of the way the state regulates the economy.

8. Of the workforce of nearly 400 million, over half its livelihoods consist of family businesses run without
wage labour, engaged in production or trade and usually depending for their survival on loans from
commercial-cum-moneylending firms which derive their own credit from banks or from ethnicised financial
networks. Job working, subcontracting and outsourcing are common ways in which registered or
unregistered firms ensure operational flexibility and scale. 93% of the workforce has no rights to work, at
work or to social security; 7% has social security rights and about half of this latter proportion are members
of trades unions. There is no evidence that this rightless proportion of the workforce is contracting. India’s
labour laws, considered an impediment to investment, are simply irrelevant to the vast bulk of the
workforce. The Indian state regulates the lives of labouring families outside their work through their (lack
of) water supply, drainage, electricity, housing, education and their use of space and leisure— arguably more
thoroughly than it regulates their work.

9. Between and quarter and a third of India’s population (the precise fraction is deeply debated) remains
below an exiguous poverty line (an income suYcient to buy 2,200 calories per person per day). All of India’s
poor operate in the informal economy but the reverse is not true. Concepts of poverty have expanded from
inadequacy of income to include wellbeing (and deprivation in health, education, nutrition, shelter, water
and sanitation). These non-income forms of deprivation remain more widespread than income poverty and
they do not map congruently across society: their alleviation is a necessary development objective both in
itself and as an instrument to improvements in the terms of economic participation. But there is a
fundamental idiosyncracy in the anti-poverty policy mixes at the levels of states: to take Southern examples,
significant budgetary outlays on subsidised staple food (AP), subsidised school meals (TN), employment
guarantees (Maharashtra, going national in late 2005), ubiquitous subsidised health and education (Kerala).
The Indian state has implemented national enabling law for a social security system for those under the
poverty line but few states have made more than a token attempt to implement it.

10. The informal economy is far from being chaotic; it is well ordered and “socially regulated”. Business
associations (operating by product sector and by town, some federated at higher levels) and chambers of
commerce are of growing importance not only as representatives of occupational sectors but also as
regulators of the economy.

11. Forms of social identity regarded as antiquated—and long predicted to disappear—are reworking
their roles and strengthening their regulative activity in the market economy. The following paragraphs will
give examples and the development problems that arise from them.

11.1 Gender screens half the population from all but wage work. There tends to be a non-linear
relationship between wealth and income and women’s economic participation in which women are
progressively secluded from work outside the domestic arena to a kink point above which they participate
in the economy. By and large the female workforce is in agriculture, in casual labour and at poverty wages.
Relatively few women possess productive assets. Dowry is unlawful but widely required. A scholarly
literature has revealed the consequences of women being non-earners and economically burdensome. The
child sex ratio reveals deteriorating life chances in the post-liberalisation period. Although the relationship
with poverty is complex, one of India’s development scandals is that the child sex ratio is most adverse to
girls among the upper deciles of the income distribution and in the most developed regions of the NW.

11.2 The phenomenon of caste remains of foundational importance in the economy. Approximately
mapped onto class, it structures the socialisation to work and still operates to screen occupations the more
rigorously the lower down the collapsed (or fictitious) “system”. It is especially fierce a regulator at its base,
where 25–30% of the population that is “dalit” (oppressed, ex-untouchables) is, despite positive
discrimination, extremely poorly educated, still fighting contemptuous treatment and generally confined to
sanitary work, agricultural labour and construction sites. Political assertion is taking caste rather than class
forms. Caste politics has a dual role in the economy. On the one hand castes aim for upward mobility
through absorbing the customs of higher castes and shunning low caste occupations. At the same time they
queue for oYcial recognition as backward in order to qualify for positive discrimination by the state. Over
the last 10–15 years, middle caste organisations have been transformed into trade associations which
regulate entry to, and the terms and condition of participation in, the market economy. Through these
institutions the informal economy takes a corporatist form. Labour may be represented inside such lobbies
but the agendas of these self-regulating institutions do not prioritise their needs. Trade associations play a
very active role in the non-party politics of marketplaces, negotiating and representing, and redistributing
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resources. But as regulators and redistributors they are incomplete, local, arbitrary and exclusive. Pervasive
and persistent, they present challenges to both economic participation and democracy. International codes
of conduct and sector-wide voluntary labour codes have little purchase as yet on this economy.

11.3 Religions—and India has a notable plurality of them—supply collective identities that in turn supply
indispensable conditions for capital accumulation. In India religious aYliation can be found to govern the
acquisition of skills and contacts, the circulation of finance, the establishment and defence of collective
business reputation, the circulation of information, the norms that regulate the inheritance and management
of property, the creation and protection of rent and the subordination of women. In addition religious
groups are often found regulating and distributing livelihoods, providing insurance and last-resort “social
security”. As a result, the distinction between the private and the public sphere is blurred. Public protest and
riots have been triggered by religious events—the damage that results not only aVects people but also is
mapped onto commercial property and living quarters.

11.4 Ethnicity: in the late 1980s, an extremely small proportion of the population (0.4%) controlled the
major part of India’s industrial assets (60%). Although now being diluted, this ethnicised control is still
remarkably concentrated. While ethnicity is generally understood as a phenomenon of tribal identity and
some of the most under-developed regions of India’s economy are populated by tribal societies; a more
widespread economic expression of ethnicity is the control over rural money markets, agricultural
processing, pawnbroking and the jewellery trade of ethnic diasporas which spread slowly from North West
India to those regions of the east and south which did not have local business castes. These highly
entrepreneurial communities are development “problems” when lending to poor smallholders at
monopolistic interest rates. State attempts to compete are sometimes captured.

11.5 It is due to these kinds of social regulation that the rising tide does not lift all boats. These forms of
“social regulation” do not only structure the economy, they also pervade the “care economy” and structure
the “help in times of need” which compensates for the lack of a welfare state for a labour force whose
workplaces are often dangerous and unsanitary. They also pervade the state and compromise its Weberian
organisational principles. Any policy change has to square with them, yet development policy discourse
(where it is not directly addressed to them) is couched in terms rendering them invisible.

12. India punches well above its weight in military and scientific aVairs and diplomacy. It is now flexing
its muscles as a foreign investor. The UK’s biggest aid receiver, it has always been an aid donor too. It must
be concluded that the Indian state has taken the choice to regulate much of its economy through its social
institutions. A novel vision is urgently needed for exactly that part of the economy that is out of state control
ı in particular the informal, rural, non-farm economy. The conditions under which labour-intensive utilities,
infrastructure, production, services and trade may be developed are not necessarily ones mediated by
untrammelled markets. Production and delivery systems for the creation of the capabilities which would
transform the workforce’s well-being and security are also urgently needed. Ironically, strong state
institutions will be needed to support a flourishing informal economy able to absorb excess agrarian labour.

Barbara Harriss-White, Professor of Development Studies and Director of Queen Elizabeth House,
Oxford University. See Barbara Harriss-White, 2003, India Working Cambridge University Press; 2004,
Rural India facing the 21st Century, Anthem, London (with S. Janakarajan and others); 2006, Trade
Liberalisation and India’s Informal Economy Oxford University Press, New Delhi (ed. with A Sinha).

Reference

i A lakh is Rs 100,000 or £1,175. £1 % Rs 85 in late 2006

Professor Barbara Harriss-White
Director, Queen Elizabeth House, Oxford

November 2006

Written evidence submitted by Charu Lata Hogg, Asia Program, Chatham House

INDIA’S ROLE IN THE REGION AND ITS LINKS WITH ITS NEIGHBOURS

India is one of the world’s fastest growing economies and has been making eVorts to be recognised in the
global arena. While it has undisputed influence within the region, with a US-led international consensus
emerging on letting India take the lead on some regional issues, its relationships with its neighbours are both
complex and on some issues, seemingly intractable. India’s political and economic path to becoming an
international power must necessarily cross the trajectory of its neighbours’ aspirations. Energy reserves in
Bangladesh, Nepal, Pakistan, and Myanmar and even as far as Central Asia are a focus for India’s industrial
needs. Yet instability within most of India’s immediate neighbours and India’s own complicated
relationships with most of its bordering countries has worked against both enhanced regional cooperation
and growth.
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An unresolved historical legacy, political diVerences over disputed resources and territory and in recent
time’s issues relating to cross-border terrorism have worked as a barrier to greater economic integration in
the region. Most notably regional economic mechanisms like South Asian Association for Regional
Cooperation (SAARC) and South Asian Free Trade Association (SAFTA). SAARC still remains a largely
consultative body, which has shied away from undertaking even a single collaborative project in its 20 years
of existence. While most of the failings of SAARC could be laid on the door of India’s tensions with
Pakistan, there appears to be a deep resistance to doing anything collaborative in the region as a whole.
Smaller countries like Bangladesh have used SAARC as a regional dispute settlement mechanism while both
India and Pakistan have projected their political diVerences in dealing with SAARC.

While India is increasingly aware of the benefits of creating a free market of 1.3 billion people in the South
Asian region in addition to sourcing its energy needs, the shadow of disputes with its neighbours-primarily
Bangladesh and Pakistan-and its inherent political cost, has caused a definite shift in its policy towards
regional integration. India’s quest for energy security is now driving an aggressive diplomatic move towards
the greater Indian Ocean region covering East Africa, East Asia, South Africa and the Caspian Sea. There is
a perception that for far too long, India has allowed an obsessive relationship with its immediate neighbours
dominate its foreign policy concerns. Within the present United People’s Alliance (UPA) government, there
is a definite attempt at pushing the frontiers by engaging with bigger powers—the United States, Russia,
China and EU as part of building up a new paradigm.

Even as it attempts to carve out a larger concentric circle of influence internationally, India remains
troubled by and troubling to its neighbours. Political opposition, stemming from domestic resistance to
being subsumed under India’s overarching influence and India’s reluctance to “giving in” to the demands of
its neighbours has largely dominated bilateral relationships within South Asia. India’s size and its growing
economic status have created regional and international expectations that it will both use its influence to
help resolve its neighbours’ conflicts. Correspondingly, it has also generated fear that it will meddle in these
conflicts to enhance its own interests. India’s foray to intervene in the Sri Lankan ethnic crisis by sending
the Indian Peace Keeping Force (IPKF) into the island generated suspicions of its designs while its attempts
at avoiding military assistance to Sri Lanka during the recent escalation of conflict has been met with equal
mistrust and wariness.

India has a set of bilateral relationships with its neighbours, which vary in both political and economic
intensity. The dispute over Kashmir is central to India’s foreign policy concerns and draws on much of its
diplomatic energy and resources. The rivalry between nuclear-powers India and Pakistan has also played
itself out in the region, often fanning ethnic, ideological and religious separatism. India has accused Pakistan
of acts of terrorism within its boundaries and in the region of Jammu and Kashmir. Pakistan has similarly
accused India of fermenting dissent and supplying arms to the Baluch tribes in Baluchistan. There is great
concern within India that the bordering states of Nepal and Bangladesh and more recently Sri Lanka are
being used as bases for terrorists from Pakistan to infiltrate India.

Despite the political hurdles, the refined focus of India’s foreign policy and its interests in the region
remain largely economic. India remains watchful of increasing Chinese trade and investment links in
Bangladesh, Pakistan and Sri Lanka but does not anticipate a territorial threat. There is a deep realisation
within Indian policy-makers that only peace in its immediate neighbourhood will bring India credibility as
a regional power and also economic dividends. The challenge for Indian diplomacy lies in convincing its
neighbours to view India as an opportunity, not a threat, which so far remains a daunting task.

India’s Bilateral Relations with Pakistan, Sri Lanka, Bangladesh and Nepal

Pakistan: India and Pakistan have been arch rivals since the partition of the sub continent over 50 years
back. Their animosity has its roots in religion and history, and has escalated into a dangerous arms race.
The main bone of contention between the two neighbours remains Kashmir. Pakistan argues that Kashmir
should have become part of Pakistan in 1947 because the majority of its population is Muslims; they say
that numerous United Nations resolutions mean that Kashmiris should be allowed to vote in a plebiscite to
decide between India and Pakistan. India argues that Kashmir belongs to them because of the Instrument
of Accession signed by the Maharaja in October 1947, which handed over to Delhi powers of defence,
communication and foreign aVairs. Kashmir’s special status within the Indian constitution was confirmed
in 1950, allowing it more autonomy than other Indian states. Under the Indian constitution, Jammu and
Kashmir is a state, and went to the polls as a state. India has resisted UN intervention and argues that under
the Simla Agreement of 1972 both countries have agreed to solve the Kashmir question through bilateral
negotiations. It has also resisted a plebiscite in Kashmir saying that because elections have been held which
demonstrate that people living there want to remain part of the Indian union.

India and Pakistan have twice gone to war over the territory, in 1947–48 and in 1965. In 1971, India and
Pakistan fought again over Bangladeshi independence. The trajectory of Indo-Pakistan talks on Kashmir
have not all been downhill. A composite dialog process continues between the two sides. In September 2006
Foreign Secretaries from both sides met to review the progress of the Dialogue and agreed that the
negotiations on eight subjects have been productive and recommended continuation. Indian and Pakistani
commanders are discussing pulling troops back from the 21,000 ft Siachen glacier. While there is no
agreement on Kashmir, there has been convergence of ideas on improving access and cross-border visits
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between the demarcated territories in Kashmir. Trade between the two sides is promising. India enjoys a
trade surplus with Pakistan and would like the Most Favored-Nation (MFN) status for its exports of
chemicals, plastics, petroleum products, pharmaceuticals, rubber, iron ore and tea. Bilateral trade has
increased from $157 million in 1997–98 to $343 million by March 2004.

Of mutual interest to both sides is a natural gas pipeline from Iran through Baluchistan and Sindh in
Pakistan to India. While discussions for this $4 billion project were initiated eight years ago, tensions have
stymied progress and given US unsettlement over the deal and security issues within Pakistan, any positive
developments seem unlikely. While the larger issues still remain unresolved, there has been some movement
on smaller issues. Both sides agreed to re-aYrm the Indus Water Treaty and reached an agreement to jointly
survey the boundary pillars at Sir Creek, a small coastal seven mile strip along the Gujarat coast. The
governments have agreed to establish a vital nuclear hot line to avert risk of accidental launch, and to
upgrade an existing hotline between India and Pakistan’s senior military oYcers.

Sri Lanka: Sri Lanka is an interesting test case for regional cooperation both in terms of its economic
relationship with India and its willingness to view regional trade with a wide variety of states as an
opportunity. In 2000 it signed its first Free Trade Agreement (FTA) with India and five years later signed
one with Pakistan. Pakistan is ready to eliminate tariV for imports from Sri Lanka by 2008 and increased
trade is already showing dividends to both economies. India, not surprisingly, dominates the bilateral
economic relationship with Sri Lanka and accounts for almost 15% of total Sri Lankan imports (biggest
source of Sri Lankan imports) and with US$400 million in FDI is the third largest investor in Sri Lanka. It
is also the fifth largest destination for Sri Lankan exports accounting for about 4% of total Sri Lankan
exports. From India’s point of view, Sri Lanka is a relatively small market: It accounts for around 2% of
total Indian exports and less than 1% of its imports and Sri Lankan investments in India are insignificant.
The benefits of this cooperation are already impacting growth in the economy through a rapid increase in
infrastructure links (70 airline flights per week including by private airlines), a slew of ambitious proposals
to improve connectivity such as a land bridge and ferry services from the Sri Lankans, Indians providing
the bulk of tourism revenue in Sri Lanka, and an increase in investment flows in both directions. Yet
relations between the two countries continue to have an edge particularly, on India’s resistance to sign a
bilateral Defence Cooperation Agreement and a Memorandum of Understanding on the rehabilitation of
Palaly Airfield. Arms procurement from China and Pakistan by the Sri Lankan government continues to
rankle India which stays unwilling to adopt a more direct role in conflict resolution in Sri Lanka.

Bangladesh: India dominates Bangladesh’s external security concerns and India has regarded Bangladesh
more as an irritant than a threat. The two countries share at least 54 common rivers and have an agreement
on the Ganges, but have so far failed to arrive at a common consensus on water sharing. Dhaka is concerned
over the consequences of India’s plans to divert rivers flowing into Bangladesh which threatens the country’s
agriculture and the viability of the economy. Immigration from Bangladesh to northeast India is an emotive
political issue as New Delhi continues to claim that approximately 20 million Bangladeshis are living
illegally in India and should be repatriated, an allegation Dhaka denies. India continues to construct a fence
along the 4,000 km border with Bangladesh, further aggravating Dhaka. The 8 feet security fence, parts of
which are being electrified, cuts a swathe through some of India’s densest rainforests, and is expected to be
finished by the end of 2006. The decision was largely a reaction to the recent spate of bombings in
Bangladesh and an attempt to curb cross-border insurgent and arms traYcking, but had created further
tension in a relationship already tainted by Bangladesh’s refusal thus far to agree to provide a transit route
for gas from Myanmar to India. The January 2005 tri-nation agreement remains stalled as Bangladesh
continues to demand trade parity in compensation for allowing Myanmar gas to transit through its soil. For
Bangladesh, the economic fall-outs have been loss of $125 million in revenue as transit fee for the Myanmar
pipeline, stalling in signing a Free Trade Agreement (FTA) with India which would open up a larger market
for its exports and failure to access raw materials and market for its garment industry.

Nepal: Security, transit and water issues have bedeviled Nepal’s relationship with its bigger neighbour.
While Indo-Nepal relations were primarily covered by the Indo-Nepal Treaties of Trade and Transit which
had to be periodically renewed, they remain contentious. Though water sharing has never been a source of
serious conflict in the bilateral relationship, there has been contestation over eVorts to use water resources
through hydropower, irrigation, flood management, and navigation. Two early projects (on the Kosi and
Gandak rivers) caused serious strains in the relationship. The Kosi/Gandak agreements, initially signed in
1954/1959, were amended in 1966/1964 to take care of Nepalese concerns, but the sense of grievance was
not wholly removed. The Tanakpur episode during which India failed to inform Nepal that it was making
use of a small piece of Nepalese territory to construct an embankment to protect Nepalese territory from
possible backwater eVects from the Tanakpur Barrage, has loomed large in the Nepalese consciousness
contributing to the fall of the government. There is also concern within Nepal that India has used its 1999
India Nepal transit treaty, as a bargaining tool for access, with constant threats of reducing transit points
that could adversely aVect Nepal’s economy.

Charu Lata Hogg
Asia Programme, Chatham House

December 2006
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Memorandum submitted by Sujit Sen, International Bangladesh Foundation

HUMAN RIGHTS VIOLATIONS IN BANGLADESH

1. The poor human rights condition in Bangladesh has alarmed major Human Rights (HR) watch dogs
and the issue has been discussed at many international foras as well as within the country. Amnesty
International in its 2005 report has voiced deep concern over the fate of the religious minority groups in the
country where collusion between politicians and criminals has institutionalized fundamentalist violence and
corruption. The report points out that the Hindus and Buddhists in the Chittagong Hill Tracts and the
Ahmadiya Muslim community were being targeted by the fundamentalist elements in the country. Apart
from this the government has also used the State machinery to clamp down on peaceful demonstrations by
opposition parties. Thousands of activists of the main opposition part Awami League are under detention
without trail for the last few years. This deplorable condition of human rights had prompted HR units in
Bangladesh to file a joint petition before the High Court in September 2004. The Court is yet to give an
opinion on this.

The main human rights violations that have been noticed in the country include:

(i) Arbitrary arrest.

(ii) Extrajudicial killing.

(iii) Impunity for security forces.

(iv) Violence against women and children.

(v) Violence against journalists.

(vi) Infringement on religious freedom.

(vii) TraYcking in women and children.

Religious Intolerance

2. Bangladeshi minorities, who include Hindus, Christians and Buddhists have been subjected to an
endless State sponsored campaign of religious and ethnic cleansing. The campaign against the minorities,
especially the Hindus, began with the Noakhali massacre of 1946 and has to date not ceased. Successive
governments have blatantly discriminated against them by denying them jobs and business opportunities
and even employed the law enforcement agencies to conduct atrocities against them. On 10 April 1992, when
the Bangladesh Nationalist Party was in power, the armed forces murdered several hundred tribal people
in the village of Logang in the Chittagong Hill Tracts (CHT). Actions like these still continue in diVerent
forms resulting in the minority population in the CHT being reduced to a mere 50% of the total population
of the CHTs in 1997 from 97% in 1947. The Hindu population in the country has also dwindled from 28%
in 1941 to 10.5% in 1991. Most find it easier to illegally migrate to India rather than face inhuman living
conditions at home.

3. One of the most institutionalised symbols of anti-minority outlook of the Bangladesh government is
the Enemy Property Act that was promulgated in 1965 to seize the property of the Hindus and redistribute
them amongst the Muslims. This Act was not repealed after the formation of Bangladesh and since then
more than 2.5 million acres of land, in a country of 56,000 square miles have been seized from the Hindus.

4. While persecution and discrimination against the minorities have continued regardless of the party in
power, the situation has worsened under the Four Party Alliance government, which came to power in 2001,
comprising of two Islamic hardline prties, the Jamaat-e-Islami (JEI) and the Isalmi Oikyo Jote (IOJ) among
with the BNP. This is evident from the fact that right after the Parliamentary elections in 2001, 200 Hindu
women were gang raped in one night at village Char fashion in District Bhola. Discrimination and
persecution is taking place in the form of interference in the performance of religious rites, desecration and
destruction of idols, razing temples and churches, looting and burning of minority homes and businesses.
In the field of employment, minorities are sidelined and not allowed to hold important posts in the
government or any other position of power or prestige. Immediately on taking over in 2001, the FPA
government removed the only minority who held the position of Vice Chancellor in the history of
Bangladesh.

5. The growth of Islamic militancy in Bangladesh in the last few years have resulted in a spate of
bombings, killing of secular-minded journalists like Manik Chandra Saha in January 2004, professors like
Humayun Azad of the Dhaka University. The murder of Awami League leader and former Finance
Minister SAMS Kibria on 27 January 2005, is also a result of this growing intolerance towards those who
are seen as “enemies of Islam”. The grenade attack on an Awami League meeting in Dhaka on 21 August
2004 and the following year the serial bomb blasts in 63 districts of Bangladesh within a span of 30 minutes
on 17 August 2005 indicates the strong base of the groups like Jamiatul Mujahideen Bangladesh (JMB)
within the country. The suicide attacks that followed in October and December 2005, targeting two Judges
in Jhalakathi and a secular cultural organisation “Udichi” in Netrokona district respectively further
reiterate the organisational and tactical prowess of the JMB.
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6. Surprisingly, while the groups like the JMB and the Jagrata Muslim Janata Bangladesh (JMJB) were
building their network in the country the Bangladesh government preferred to look away and deny the very
existence of these groups till as late as mid 2005. Why would any responsible government do such a thing?
The answer to this question is simple; the much feared JMB/JMJB are the wings of the parties in power. The
interrogation of the recently arrested leaders of the two groups confirm the links of senior BNP and JEI
leaders with the terrorist groups. The terrorists were being used by the government to eliminate all traces of
secularism from the country and move towards the establishment of the Islamic rule. Therefore the
Bangladeshi authorities have not only failed to stop extremist repression and violence but have colluded with
religious extremist groups to violate and usurp human rights of not only the minorities but also secular civil
society members, NGOs, journalists and members of the opposition parties.

Ahmediyas

7. Discrimination against the Ahmediyas continues in Bangladesh with the International Khatme
Nabuwat Movement (IKNM) leaders and activists constantly threatening to attack Ahmediya mosques and
houses. The government, instead of protecting the rights of the Ahmediyas, banned all publication of
Ahmediya literature in early 2004. Nearly 20 incidents of assaults on Ahmediyas have occurred since 2004.
The community has been threatened from the IKNM who regularly demand that the sect should be declared
as non-Muslims. There have been instances when the police have assisted the IKNM activists to put up
signboards on the walls of Ahmadiyas Mosques, which inform Muslims that the place is not a Mosque.

Chittagong Hill Tracts

8. On the CHT issue the Bangladesh government had failed to implement the Peace Accord that was
signed with the Jumma or indigenous people of that area. On the other hand the illegal land grabbing by
the government for military purposes, forced eviction of the Jumma people and the settling of Muslim
Bengalis in this area are continuing with government support. In June 2005, the Army and the Bangladesh
Rifles launched a drive to evict Jumma villagers in Devachari, New Lonkor, Old Lonkor, Halimbari and
Chizhok area in Rangamati district. The plan was to settle 65 thouand Bengali families in the area. The
soldiers completely destroyed the villages rendering hundreds of Jummas homeless. Despite demands by
International Human Rights groups to end this demographic transformation of the CHTs, the government
continues with its plans while keeping the area under military control.

Extrajudicial Killing

9. Since the elite Rapid Action Battalion (RAB) was formed in June 2004, law enforcers in Bangladesh
have killed as many as 460 people, whom they brand as criminals. Bangladesh’s present human rights (HR)
record with regard to this issue can be gauged from a statement made by the Amnesty International’s
Secretary General, Irene Khan, at a conference in Dhaka in December 2005, where she severely criticised
the government for the large number of custodial deaths and its attempts to justify those deaths in the name
of curbing terrorism. She said “I hate to call it crossfire, what the Rapid Action Battalion attributes for the
custodial deaths, as there must be two parties in any such incident. But in reality is the just found body of
the victim”.

10. Apart from extrajudicial killings, the government has resorted to arbitrary arrests and detention of
political opponents, human rights activists and members of NGOs who do not tow the line of the ruling
party. Such detainees are also usually tortured or ill treated whilst in custody.

11. Poor governance, corruption, nepotism, severe political tension in the country and lack of
accountability remain the main facilitators of human rights abuses. Constant pressure on the Bangladesh
government by donor countries, HR activists would go a long way in improving the plight of minorities and
the downtrodden in the country.

Sujit Sen
International Bangladesh Foundation

December 2006

Written evidence submitted by Mohammad Ghalib,
All Parties International Kashmir Co-ordinating Committee

Thank you for your letter of 12 December, 2006 and providing an opportunity to submit my written
evidence to the committee on its inquiry into South Asia with particular reference to on going peace process
between India and Pakistan. I would like to take this opportunity to draw your kind attention towards the
following:



3589271023 Page Type [E] 25-04-07 01:45:01 Pag Table: COENEW PPSysB Unit: PAG1

Ev 188 Foreign Affairs Committee: Evidence

Despite series of Confidence Building Measures (CBMs) by two countries, no CBM was taken by India
inside occupied Kashmir as Kashmiris continued to be oppressed because the whole process is not Kashmir-
centric. India should have reduced presence of its troops in Kashmir as a part of Confidence Building
Measures. Through CBMs, the whole idea of composite dialogue became a futile exercise as there was no
progress on basic issue of Kashmir, unless both India and Pakistan involve the credible leadership of APHC
and militant groups seriously in any dialogues.

The atrocities of Indian security forces are continuing and there are no let up in constant victimisation of
the Kashmiri people. During frequent siege and search operations, house raids and so-called identity
parades arrest of innocent people, mostly youth, is still order of the day.

The International community particularly the Britain has a crucial role to play to end the deadlock on
Kashmir issue. The failure of India and Pakistan in integrating Kashmiri people through their
representatives in the dialogue process and any positive response on Pakistan’s proposal for demilitarisation
of Kashmir by India further indicate that New Delhi is not prepared to solve the Kashmir issue on the basis
of justice and right of self determination of Kashmir people that has been recognised by world community
in UN Security Council’s resolutions passed in diVerent occasions.

The Labour Party has Kashmir policy in its party manifesto as well as on human rights issues but
unfortunately that policy had never been reflected in the government policies. Similarly the party also failed
to raise voice in favour of Kashmiri peoples’ right of self determination or against the flagrant violation of
their rights in Kashmir since it formally adopted the policy in 1995. The unresolved Kashmir issue and
abuses of human rights in the held territory badly aVect the lives of over a half million Kashmiri community
in Great Britain and they can decide their future political course of action if Labour government continue
to ignore the Kashmir conflict.

You are requested that the issues mentioned above should be deliberated upon by Great Britain while
formulating a foreign policy towards South Asia so that peace and stability could be ensured in the region
by resolving the dispute of Kashmir according to the aspirations of Kashmiri people.

All Parties International Kashmir Co-ordinating Committee

1 January 2007

Written evidence submitted by Alpesh B Patel

INQUIRY INTO SOUTH ASIA

Trade and Investment Opportunities for the UK with India

Author

Alpesh Patel is the UKTI Dealmaker responsible for India. He was also in 2000 appointed by the Foreign
Secretary to the UK-India Roundtable and is a member of the Indo-British Partnership Network chaired
by Lord Bilimoria. The DTI, through UKTI, has appointed business people as Dealmakers. Alpesh Patel
is the Dealmaker responsible for India. In this role he visits India every six weeks to major Indian cities. (As
a businessman he is founder of Agile Partners Asset Management—a US hedge fund).

The essence of the role is in part deal maker, in part lawyer, in part financier and in part priest! In bringing
the global HQ of early stage intellectual property rich companies to the UK, he is looking to bring for
instance “low cost computing to the world and to the poorest in the form of “thin client PC developed from
Indian technology” and bring to the world through the UK through nano-innovations cleaner hospitals,
more energy eYciency, purer medicines, cleaner environment”.

1. Channels to bring Indian companies to UK

Open channels from which I can receive pre-vetted business plans eg Nasscom, TiE, IIT, IIM, ISB. This
has proved eVective. I have examined over 100 business plans. I then undertake evaluation, due diligence
on financials, market opportunities, feasibility of growth from the UK, fit with GEP objectives.

2. Targets

My target companies are early stage, IP rich technology companies, who can be persuaded of a business
case of setting up global HQ in the UK. Ideally they should have a realistic prospect on their business plan
of achieving sales of $20 million by year five, giving a market cap of $200 million on a multiple of 10. After
a full day of meetings and then working on the various deal aspects, and then catching up on my own
businesses, before the next days schedule, what keeps one going is the thought that if these companies hit
their targeted earnings projections in five years, then that is an annual market cap across five wins a year of
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$1 billion brought to the UK. Few people get the chance to create that kind of value for their country! We
may only be 60 million on this small island, and the world is globalising, but this proud trading nation will
not be going quietly into the night!

3. My role

My role, other than executing the India strategy for finding these companies, is to evaluate them, and do
deals to make the move a reality, from working with the company on its pitch, strategy, to working with
financiers and acting as honest broker. In this capacity promoting the UK as a strategic base for global HQ
nestled in the EU and next to the equal size US market is key. Press coverage has helped in finding deals
from my roles as IBPN member, TiE UK Board Member, Chatham House trustee, and author of several
books relating to India business.

4. Vision

Find the most outstanding science and innovation in India, help assist global HQ in the UK to make them
global companies. Revolutionary technology which brands the UK as innovative, forward thinking, a home
for entrepreneurship is ideal. Immense value created for the UK and shaping the world through these
innovations and revolutions.

Alpesh Patel started writing an investment a weekly investment column in the Financial Times in 1999.
He is the author of 10 books on investing, including Outsourcing Success.

EVIDENCE

Indian Prime Minister Manmohan Singh: “Europeans need to show the spirit of adventure of their
forefathers in exploring the opportunities India has to oVer”

1. The Broad Problem and Solution

a. For the UK to retain its status as one of the largest economies in the world in 2050 it needs to increase
its entrepreneurial gene pool, its intellectual property gene pool by making greater use of competitive
advantages whilst it still has them.

b. Where there is market failure in exploiting opportunities from India to improve the UK entrepreneurial
and intellectual property government should be involved.

c. There is an urgency. Think of it as climate change for business.

2. Existing Weaknesses in Attracting Investment from India into the UK

a. From my regular visits to India weaknesses in attracting early-stage companies to establish their global
head-quarters in the UK include the following:

b. Cash-shells on AIM rules have changed and tightened, whilst listing on OVex (ProMarkets) is an
alternative, it is a shame AIM have tightened their rules for listing on their market. Recommendation: re-
consider tightness of rules on AIM for cash-shells.

c. An angel network with know-how on doing cross-border deals:

(i) Whilst angel investors here have interest and capital in funding Indian deals coming to the UK, they
often lack the know-how. Market failure therefore needs government intervention to plug.

Recommendation: Angel networks need more information and a catalyst from entrepreneurs
who have done such deals. It is not diYcult finding the networks, and the know-how. The
marriage of the two has not happened in the UK in the way it has in the US. To some extent I
am doing this through the Indo-British Partnership Network and TiE (www.tie-uk.org) but a
broader push is needed.

d. Poor media perception:

(i) Recommendation: Despite the Public Diplomacy Initiative, an on-going eVort is needed to get across
the message that the UK is entrepreneurial. Business plan competitions help. Associations with
UK business schools eg University of Bedfordshire where I am a Governor or Oxford Business
School; playing to our strengths in education and in business.

(ii) Recommendation: Fund journalist Fellowship at our Universities to bring business journalists for
a term to the UK. A journalist is a multiplier.
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3. Potential World Class Intellectual Property to the UK—Opportunities and Hurdles

a. Below are examples of some outstanding intellectual property I have brought to the UK with their
Global HQs here.

b. Key problems and bottlenecks include:

(i) Cost of set-up in the UK. Recommendation: Promote in India through entrepreneurs who have
successfully used them the UK’s incubation centres which are geared up as hot-houses for low-cost
set-up for start-ups.

(ii) Lack of know-how amongst start-ups in India of the services of UKTI and Foreign OYce.
Recommendation: If the UK is serious about India and driving deal flow from India to the UK,
then it needs to add resources now. Our High Commission and Trade OYces do a sterling job, but
more funding for more initiatives to get the word out about the support and services in the UK is
vital. UK Plc needs to add more resources to its high growth India division.

(iii) India’s top scientific institutions lack a spin-out environment. Indian institutions such as the IITs
(Indian Institutes of Technology) and the biotechnology institutes in Bangalore lack the same
commercial spin-out know-how we have created in the UK over years. Yet they produce
outstanding technology.

Recommendation: The business schools of our universities look for alliances to tie-up with IITs
to access their technologies for spin-outs. Thereby take advantage of the new Indian rules
permitting foreign universities to establish in India.

(iv) UK companies outside the FTSE 100 make relatively few connections with India. This is not a
private markets problem, it is a market failure problem warranting government intervention.
British companies due to lack of information or misperception, especially SMEs are not taking
advantage of opportunities.

Recommendation: Target CEOs of the FTSE Small Cap and FTSE Fledgling companies on
invitations from UKTI on opportunities and counterparts and databases available.

Nanotech: The benefits to UK include lower cost and more eYcient production of medicines, reduction in
greenhouse gas emissions, improvements in hygene etc

Indian scientist feted by the Indian President with new innovative patented process to make lower cost,
higher quality nano-metals. After successful incorporation of global HQ in UK, I have been developing the
business strategy for the UK company, drafting the legal documentation with the financiers for the
floatation on OVex. Negotiations are on-going with the Indian side on warrants, options over patents,
convertible loans but an OVex listing is planned with a share pricing making the market capitalisation at
£20 million.

Low Cost Computing: The benefits to UK include lower cost computing in the education market and also
bridging the digital divide

The company out of Chennai is IP rich and willing to have its global HQ in the UK after detailed
discussions with me on the opportunities to tap EU and N.American markets. Thin client, pay per use PC,
with reduced cost because all software and processing power is held centrally not on the PC. Asian Red
Herring 100 winner. 7 Patents. Looking for $8 million. UK company would then own Indian company with
latter as wholly owned subsidiary.

TeNeT—IIT Chennai Spin-out Village BPO: The benefits to UK include centre of next wave of BPO and social
change globally

Spin-out from IIT Chennai. Company with proprietary software IP permitting outsourcing from West
of BPO work to villages with high number of educated but poor women. Has VC interest of upto $10 million.
Looking for “smart money” and seeding of $300k in three to four months. Willing to set up in UK Global
HQ. Turnover in year 3 est to be $5 million at top end. Have UK clients already.

Additional Information

Typical Trip

1. Meet existing wins—two to three meetings.

2. Meet follow-up pipeline clients based on previous meetings to move forward.

3. Meet new leads generated through own networks (eg TiE, Nasscom), emails from PR received, any new
ones from High Commission etc.
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4. Visit two to three cities. (Coverage equals Mumbai, Delhi, Hydrebad, Bangalore, Chennai. To add
Ahmedabad, Pune, Ahmedabad, Kolkotta, Kanpur).

5. Typically four to five meetings daily per City per trip.

6. One trip every six weeks.

Returns

The return to the UK is $200 million market capitalisation companies in year 5 (calculated by year 5
earnings of pre-tax earnings of $20 million and a market multiple of 10.)

Approximately five to six wins annually. On average each completed deal to win takes approximately 300
man hours of the Dealmaker. Sifting through deals which do not fit totals est 300 man hours totally
annually.)

Evaluate deal opportunity

1. Does it meet criteria:

(a) realistic potential of pre-tax earnings of $20 million in year 5, so on a multiple of 10, a market cap
of $200 million introduced into the UK.

(b) early stage IP of exceptional, international cross-sectoral application.

(c) UK global HQ of independent entity make business sense.

2. Due Diligence: if initially meets criteria, take financial projections and pass to accountant for due
diligence and my own staV for evaluating market feasibility.

Business Plan Preperation

1. Full plan and financials amendments usually needed, P&L, cash-flow, balance sheet.

2. UK marketing and growth strategy.

3. Compliance and iteration for requirements of each VC prior to pitch.

Business Operations

1. Assist in gaps in Non-exec directors, sales, MD, CEO.

2. Location, costings of oYces—operational roll out plan options.

Find Financiers

1. Based on relationships.

2. Remit of financier, sector focus, investment criteria.

3. Iterate business plan where necessary to fit remit, and match and liaise with entrepreneur’s own
strategic outlook.

4. Approach informally VCs etc to gauge interest and meet.

5. Arrange roadshow for entrepreneur.

6. Presentation rehearsal and VC pitch materials review and revision with entrepreneur.

Negotiations with financiers

1. Ideally seek to create competitive tension between financiers.

2. Equity stakes of both parties.

3. Negotiate quantum of convertible loan for financier, strike price, duration.

4. Negotiate quantum of warrants for entrepreneur for earn-in based on sales (strike price, duration).

Negotiation with IP lawyers

1. Ownership rights over patents, transfers.

2. Jurisdictional holdings.

3. Vetos.
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Negotiation with Tax lawyers

1. Acquisition by UK HQ of Indian shareholding. Implications for existing Indian shareholders, UK
entity.

2. Transfer implications of Patents from Indian entity, options over patents.

Negotiations with entrepreneur

1. Equity for investment. Internal rates of return, investment requirements.

2. Payment for signing.

3. Warrants/earn-in.

4. Dividends policies.

5. Shareholder agreement—eg tag along rights.

6. Initial cash-injection, convertible loans, loan. Debt/equity ratio.

7. Shareholder/entrepreneur asset injection for shares—valuations.

8. Management meeting requirements.

9. Share structure—classes.

10. Earnings—dividends, loan repayments.

11. Deadlock provisions.

Alpesh B Patel

3 December 2006
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