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Executive Summary

India’s continued engagement with the SCO can be viewed as one way of improving connectivity
with the Central Asian region. Predominantly, the Indian strategic community believes that India still
stands fo gain more from being in the SCO than being outside of it, especially given the grouping’s
significance in today’s context. Being out of SCO would have meant, in one sense, being cut out of
a China-dominated region.

SCO membership was intended to provide India with better visibility in the Central Asian region,
help neutralize extremist elements originating from the region, and building ties in trade,
connectivity, and energy. Much of this has not happened, at least not yet. While connectivity
initiatives such as the TAPI and the INSTC continue to be mired in delays, India has been able to use
its interactions at the SCO to strengthen its relations with Central Asian Republics. The recently
initiated India-Central Asia Dialogue is a case in point.

In India, the SCO is viewed today as a China-dominated forum. During the early years of India’s
membership, there was misplaced optimism that the SCO would provide a platform for India to
constructively engage with China and Pakistan. This optimism was short-lived and has now
completely dissipated.

The SCO has played no direct role in de-escalating India-China tensions. However, continued
membership is seen to increase India’s policy space and maximize its options vis-a-vis China.

India’s engagement of the SCO and other multilateral forums must also be viewed as resulting from
a flux in Indian foreign policy under the Modi government. India’s bid for membership of the SCO
was symptomatic of the need to soften the impact of a shift away from “strategic autonomy’. This new
‘multi-alignment’ policy was an outcome of a changed geo-political context and India’s regional
security and economic interests.

India’s simultaneous engagement with the Quad and the SCO must be interpreted in this light. India’s
active engagement with both the SCO and the Quad is viewed as the coupling of its historical
non-alignment tendencies (assuaging Russia while tilting towards the U.S.) with the need to contain
China. It is expected that India will have to continue following its “zig-zag” course, balancing its
historical friendship with Russia, American demands, and strategic necessities in the neighborhood
and beyond.

India hopes that the U.S. will continue to be understanding towards the Indian strategy of engaging
Russia in the Eurasian continental sphere in the wake of the U.S. withdrawal from Afghanistan and
the aggression displayed by China. Strategic analysts in New Delhi believe that, at the end of the
day, it will help both Washington and New Delhi if the Indian engagement of Russia in the region
could create potential rifts between Moscow and Beijing.

Russia remains central to explaining India’s membership of the SCO. Russia, a traditional partner of
India, remains its biggest supplier of defense equipment and is perceived to be unlikely to
use Pakistan against India, like China does. Membership of the SCO allows India to be part of
this regional grouping where India can rely on Russia to keep China and Pakistan in check,
carry out its multi-alignment policy, and assuage Russia’s concerns about India’s
tilt towards the US. In addition, Central Asia is traditionally Russia’s sphere

Council for Strategic and Defense Research | 5



of influence where it has stakes in not letting the region slip completely into China’s hands.

In the context of the Russia-Ukraine war, India has found itself in a tight spot. India has had to make
the difficult choice of either condemning Russia and supporting the economic sanctions being put in
place by the western liberal order, or securing its own interests shaped by defense dependencies and
geostrategic needs. It seems that India’s current calibrated response is a function of managing the
threat from China, and India’s continental anxieties, through a close relationship with Russia. As the
pressure on India increases to condemn Russian excesses in the current conflict, India might have to
find innovative options fo stand its ground. However, in the near-term, India is unlikely to completely
cut ties with Russia. While the existing process of reducing dependencies on Russian defense
equipment may be hastened, this again would not mean that India will start looking at Russia as a

pariah state or demote its importance in its own strategic calculations vis-a-vis Central Asia
and China.

China had intended that the SCO emerge as an alternative regional arrangement where it could
develop an image as a “responsible major power” and build a regional order carrying along
multiple regional countries rather than bank only upon regular partners to undermine U.S.
supremacy in the region. By stressing the fact that the SCO is a forum where different political values
can co-exist in the pursuit of common goals, China wants to project that shared values are not
essential for successful international organizations, and normalize deep engagement with nations
that are not liberal democracies. This feature of the SCO is perhaps the most significant.

Notwithstanding the fact that China has mostly maintained a highly beneficial economic-centric
approach at the SCO, the forum is heavily influenced by China’s centrality, and has helped China
exclude extra-regional states. Eventually however, China has started to focus more on security
aspects and has used the SCO’s counterterrorism focus to further its security inferests, arms trade,
and, to some extent, expeditionary capabilities in Central Asia.

The future of the SCO looks bright from China’s perspective. The initiation of the China-Central Asia
Dialogue, the India-Central Asia Dialogue and the revival of the RIC may indicate a weakened SCO.
However, the fact that both India and China can maximize their options vis-a-vis countries in Central
Asia on a bilateral level, speaks to the real value of the SCO. This grouping therefore has helped
establish a framework, supported by some core values, that has managed conflict among smaller
Central Asian countries, and ensured that the competition for influence among larger member states
remains peaceful.

Notwithstanding the general state of India-China relations, the SCO will continue to prosper. lts
mandate is infentionally limited to encourage cooperation at the bilateral level. This is likely to
continue. The most crucial element for the SCO’s future is the state of bilateral relations between
Russia and China. Until these two members view their interests as overlapping vis-a-vis the U.S., and
can manage their differences amicably, the SCO is likely to remain on its present trajectory.



| . Introduction

2017 was a critical year for India’s foreign policy. In June of that year, India was granted full
membership at the Shanghai Cooperation Organization (SCO). Since then, Prime Minister Modi has
attended all four annual meetings of the Council of Heads of State of the SCO. Indian delegations
led by senior officials have participated in close to 70 SCO-related meetings. These interactions have
covered: trade cooperation, economic connectivity, counterterrorism, cultural and religious
exchanges, technical and scientific cooperation, anti-corruption, legal reforms, and one anti-terror
exercise where India sent around 200 military personnel. These instances are indicative of India’s
growing inferest in the SCO’s agenda and Central Asian geopolitics.

Since 2017, India has also activated many multilateral forums, including previously dormant
ones—Quadrilateral Security Dialogue (Quad) and Russia, India, China Forum (RIC)—and new
ones like the India-Central Asia Dialogue (CAD). While the Quad is at the heart of India’s
contemporary maritime grand strategy; SCO, CAD, and to a lesser extent, the RIC, are key aspects
of the country’s continental grand strategy today.

Interestingly, this perceptible shift in India’s foreign policy coincided with Chinese ingresses in the
South Asian region in general, and along the Line of Actual Control, in particular. Relations between
India and China were agreeable up until India’s SCO integration. Shortly thereafter, tensions boiled
over on the India-China-Bhutan tri-junction at Doklam!. The Doklam standoff, never Fu||y resolved,
can be viewed as the beginning of the ongoing antagonism between India and China. While there
have been around 400 transgressions/faceoffs each year on an average along the Line of Actual
Control (LAC) between India and China, the territorial transgressions by the People’s Liberation Army
(PLA) in 2020 was unprecedented in its scope and manner.? The scale of the intrusions, the complete
disregard to bilateral agreements, and the resultant combat casualties® have signaled a more
antagonistic direction to future India-China ties. From India’s perspective, China’s growing
aggressiveness on the LAC heralds the end of Beijing’s peaceful rise, and the age of cooperative
co-existence may well be over.

Hostilities aside, there have been instances of cooperation, too. In 2018, after the Wuhan Summit,
and following discussions between PM Modi and Chinese President Xi Jinping, the two countries
agreed on collaborative projects in  Afghanistan in sectors such as health, education

'On 16 June 2017 Chinese troops with construction vehicles and road-building equipment began extending an existing
road southward in Doklam, a territory which is claimed by both China as well as Bhutan. On 18 June 2017, about 270
Indian troops armed with weapons and bulldozers crossed the Sikkim border into Doklam to stop the Chinese troops from
constructing the road. The road would approach a region that extends eastward approaching India's highly
strategic Siliguri Corridor. Eventually on 28 August 2017, both countries confirmed the withdrawal of troops from the area.
2Happymon Jacob (4 June, 2020), ‘In Himalayan staredown, the dilemmas for Delhi’, The Hindu. Available at - https://w-
ww.thehindu.com/opinion/lead/in-himalayan-staredown-the-dilemmas- for-delhi/article31742528.ece

3Jeffery Gettleman, Hari Kumar and Sameer Yasir (16 June 2020), ‘Worst Clash in Decades on Disputed India-China
Border Kills 20 Indian Troops’, The New York Times. Available at - https://www.nytimes.com/2020/06/16/world/
asia/indian-china-border-clash. html
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and food security.# In October 2019, the two leaders met again in Mamallapuram, Tamil Nadu,
discussing trade and the importance of fighting terrorism and extremism in the region.> However, in
May 2020, Indian and Chinese forces were engaged in face-offs in eastern Ladakh and the Galwan
Valley, with skirmishes resulting in casualties on both sides.¢ The Galwan clash also prompted India
to carefully evaluate the bilateral economic relationship. New Delhi decided to impose additional
security clearances on Chinese businesses and FDI in India while also banning around 200 Chinese

apps.”

However, India’s participation at the SCO remained largely unaffected by increased friction along
the Line of Actual Control (LAC). This was not brought up at the SCO until after the July 2021 meeting
between the SCO’s Foreign Affairs Ministers, when the MEA announced that the Indian and Chinese
ministers exchanged views on the current situation on the LAC in Eastern Ladakh and broader issues
in India-China relations.®

So, what exactly has been the purpose of India’s SCO membership2 What can be gleaned from
India’s continued engagement with the SCO at a time when India-China relations are undergoing a
fundamental reset?

This study assesses the impact of current geopolitical trends, and deteriorating Sino-Indian bilateral
relations, on India’s engagement with the SCO in the broader context of China’s long-term SCO
aims.

The study is set in the backdrop of geopolitical trends such as increasing US-China competition®;
multilateral efforts to curate the Indo-Pacific as a site of China’s containment'®; coupled with

“Chaudhury, D. R. (2018, May 7). India, China likely to jointly undertake projects in Afghanistan. Retrieved from
https://economictimes.indiatimes.com/news/politics-and-na-
tion/india-china-likely-to-jointly-undertake-projects-in-afghanistan/articleshow/6 4057491 .cms

5Stalin, S. D. (2019, October 11). PM Modi, Xi Jinping Spend "Quality Time", Talk Trade, Terror: 10 Points. Retrieved
from https:/ /www.ndtv.com/india-news/xi-jinping-india-china-infor-
mal-summit-border-terror-on-agenda-at-pm-modi-xi-meet-today-2115002

*Galwan Valley: China and India clash on freezing and inhospitable battlefield. (2020, June 17). Retrieved from

https:/ /www.bbc.com/news/world-asia-india-53076781

7Dastidar, A. G. (2020, June 18). Chinese firms to lose India business in Railways, telecom. Retrieved from https://indi-
anexpress.com/article/business/economy/border-dispute-chinese-firms-india-business-railways-telecom-646 4148/
thttps://mea.gov.in/press-releases.htm2dtl /3401 6 /External+Af-
fairs+Ministers+meeting+with+State+Councilor+and+Foreign+Minister+of+China+HE+Mr+Wang+Yi+on+the+sidelines+
of+SCO+Foreign+Ministers+Meeting

Nye, J. S. (2021, May 7). The Strategist. Retrieved from aspistrategist.org:https:/ /www.aspistrategist.org.au/the-log-
ic-of-us-china-competition/

19Swanstrom, N et al. (2020, November 02). Retrieved from:https://isdp.eu/content/uploads/2020/11 /Balancing-Chi-
na-in-the-Indo-Pacific-I1B.pdf



increasing pushback on China’s predatory geo-economic practices in Asia''  and beyond'?;
allegations of mismanagement of the SARS COV-2 virus'® ; and the ongoing border standoff with
India™; all of which have brought the PRC’s claims to global leadership under question. In such a
scenario, the relevance of organizations like the SCO increases immensely for the PRC. Intended to
help the PRC in its geopolitical maneuvering and ideological packaging necessary for its ‘peaceful
rise'', the SCO, over two decades of its existence, has secured China’s geo-economic inferests in
Central Asia (CA)'¢ , and attempted to establish a China-led “new regionalism”.'”

The study involved extensive survey of official Chinese statements, social media handles of key
Chinese officials, and Chinese social media and news platforms (since 2016), to gain an
understanding of the nature, content and patterns of expectations espoused from India’s participation
in the SCO. In addition, a content analysis of prescriptive literature published by members of the
Indian strategic community since May 2020 helped assess the changes in India’s expectations
of the SCO.

In the first section, the report looks at the SCO and discusses trends in its agenda. The following two
segments spotlight China’s and India’s engagement and objectives with the SCO. The fourth and fifth
section analyze two aspects that explain India’s continued engagement with the SCO and its future.
The fourth section, India’s multi-alignment foreign policy, is meant to clarify what could be seen as
contradictions in India’s foreign policy to an outsider. The final section, on the legacy of India-Russia
relations, forms a critical lens that can help make sense of how India views its immediate interests in
the current geopolitical churn thereby explaining India’s continued engagement with the SCO.

""Marray, M. (2019, October 2). Belt Road & China Face increasing pushback affer six years. Financial magazine for
Asia's decision makers. Retrieved February 25, 2022, from https://theasset.com/belt-road-online/38858/belt-road-chi-
na-face-increasing-pushback-after-six-years-news-1490-0

12Chaudhury, D. R. (2021, May 31). China's BRI projects face pushback in Africa from environmentalists and civil
society groups. The Economic Times. Retrieved February 25, 2022, from https://economictimes.indiatimes.com/news/in-
ternation-
al/world-news/chinas-bri-projects-face-pushback-in-africa-from-environmentalists-and-civil-society-groups/ articleshow/
83109808.cms2from=mdr

3Walsh, N. P. (2020, December 1). Leaked documents reveal China's mishandling of the early stages of covid-19
pcmdemic. CNN. Retrieved February 21, 2022, from https://edition.cnn.com/2020/] 1/30/asia/wuhan-chi-
na-covid-intl/index.html

“Katoch, P. (2021, June 4). Financial Express. Retrieved from: https://edition.cnn.com/2020/11/30/ asia/wuhan-chi-
na-covid-intl/index.html

15Swanstrom, N. (2005) China and Central Asia: A New Great Game or Traditional Vassal Relations?, Journal of
Contemporary China, 14(45):569-584.

16Battams-Scott , George (2019), How Effective Is the SCO as a Tool for Chinese Foreign Policy?, E-International
Relations. Online: https://www.e-ir.info/2019/02/26/how-effective-is-the-sco-as-a-tool-for-chinese-foreign-policy /
7Chung, C. (2004) The Shanghai Cooperation Organization, China Quarterly, 179 (3): 989-1009.
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2. Shanghai Cooperation

Organization

In 2017, the SCO expanded to include India and Pakistan. It currently has eight member
states, two observer states, six dialogue partners,'®, and has established relationships with
other international and regional organizations.' In Sept 2021, the process of granting Iran
full membership was initiated.

The Shanghai Five, a precursor to the SCO, was founded in 1996 with China, Kazakhstan,
Tajikistan, Russia, and Kyrgyzstan, as members. Predominantly aimed at peacefully
resolving border disputes and decreasing military tensions (both legacies of the Soviet
Era?'), the Shanghai Five was crucial for addressing Russian and Chinese anxieties about
the overflow of conflict from these states to their respective bordering territories.?

Through the Agreement on Confidence Building in the Military Field in the Border Area,?
signed in 1996, and a subsequent agreement in 1997, the grouping laid the foundations for
mutual trust, regulation of military activities along each other’s borders, “good-
neighbourliness and friendship” (mutual non-aggression without obligations for mutual
defense),?* and future cooperation.

When in 2001, the Shanghai Five became the SCO with Uzbekistan as an
additional member, its spirit of mutual non-aggression was carried forward with
the agreement being binding until 2020. Uzbekistan’s inclusion, a country that did not
share a border with China, indicated a shift from the initial focus on
border stabilization. New items on the SCO’s agenda were codified in the SCO

18SCO has six dialogue partners, namely the Republic of Azerbaijan, the Republic of Armenia, the Kingdom of Cambo-
dia, the Federal Democratic Republic of Nepal, the Republic of Turkey, and the Democratic Socialist Republic of Sri
Lanka.

19Shanghai Cooperation Organization, “The Shanghai Cooperation Organization,” 2015-2016. http://eng.sects-
co.org/about_sco/.Observer states include Afghanistan, Belarus, and Mongolia. Dialogue partners are Azerbaijan,
Armenia, Cambodia, Nepal, Turkey, and Sri Lanka. eros et accumsan et iusto odio dignissim qui blandit praesent
luptatum zzril delenit augue duis dolore te feugait nulla facilisi.

OMehdi, Syed Zafar. (2021). Iran gets full Shanghai Cooperation Organization membership with Russia’s help.
https:/ /www.aa.com.tr/en/asia-pacific/iran-gets-full-shang-
hai-cooperation-organization-membership-with-russias-help/2367372

2Gleason, G. (2001). POLICY DIMENSIONS OF WEST ASIAN BORDERS AFTER THE SHANGHAI ACCORD. Asian
Perspective, 25(1), 107-131. http://www.stor.org/stable/42704301

2Huasheng, Z. (2013). China’s View of and Expectations from the Shanghai Cooperation Organization. Asian Survey,
53(3), 436-460. https://doi.org/10.1525/as.2013.53.3.436

Burles, M. (1999). Chinese policy toward Russia and the Central Asian republics. RAND CORP SANTA MONICA CA.
https://www.rand.org/pubs/monograph_reports/MR1045 html.

2" Agreement between the Russian Federation, the Republic of Kazakhstan, the Kyrgz Republic, the Republic of
Tajikistan, and the People’s Republic of China on Confidence Building in the Military Field in the Border Area,” Shang-
hai, April 26, 1996, via the United Nations General Assembly.

24Agreement on Confidence Building in the Military Field in the Border Areas, Article 1, 24 April 1996. Available at
http/ /www.stimson.org/cbm/china/crplus.htm
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charter?> signed in July 2002. While reaffirming the principles of the 1996-97 Shanghai Five
agreements, it also included cooperation on "three evils": terrorism, separatism, and extremism; and
defense, politics, economics, and law enforcement. The Executive Committee of the Regional Anti-
Terrorist Structure (RATS) based in Tashkent, an essential pillar of cooperation in its fight against the
"three evils", is the other permanent body of the SCO. Its salience increased with the membership of
India and Pakistan, and with the recent developments in Afghanistan.?

With a permanent secretariat in Beijing, the SCO is governed by the Shanghai Spirit:

“...the SCO pursues its internal policy based on the principles of mutual trust, mutual
benefit, equality, mutual consultations, respect for cultural diversity, and a desire  for common-
development, while its external policy is conducted in accordance with the principles of
non-alignment, non-targeting any third country, and openness.”?

2.1 Trends in the SCO's agendo

Over the years, the SCO’s agenda has closely resembled China’s core interests in the region. To a
certain degree, the SCO’s agenda has also mirrored Russian interests. However, a review of the
activities of the SCO reveal that China may have gained the most from this grouping.

Recent developments—such as the initiation of the China-Central Asia dialogue, India-Central Asia
dialogue and the revival of the Russia-China-India forum—may lead one to conclude that the SCO
has failed in monopolizing the great game in Central Asia. It could also be interpreted that Russia
and China have fallen short of projecting the SCO as a multilateral arrangement based on a different
(better) set of norms in comparison to other western forums. However, such interpretations could be
misleading. The SCO’s limited agenda has helped establish a framework, supported by a set of core
values, that have managed conflict among smaller Central Asian countries, and ensured that the
competition for influence (in the Central Asian region) among larger member states, i.e., China,
Russia, and India, remains peaceful.

The SCO’s agenda has evolved with progress in bilateral relations between each of the member
countries. Initially aimed at regional economic integration resulting from political stability and peace
amongst the member states, there has been a perceptible shift towards regional security. However,
the outcomes of cooperation under the SCO framework have been distributed unevenly. Successful
in embedding BRI in four Central Asia member states of the SCO, China has managed to increase
its influence across various domains under the benign garb of regional

25“Charter of the Shanghai Cooperation Organization” ( { I38EFAREZE) ), June 7, 2002, art 1, via the United
Nations Treaty

%Collection. Translation. https://treaties.un.org/Pages/showDetails.aspx2objid=08000002803594e2.

Tian, L. (2018, June 7). As India, Pakistan join SCO summit, what does its expansion mean? Retrieved from
https://news.cgtn.com/news/3d3d414e7a59544f77 457 a6333566d54/ share_p.html

7 8 E1EA R lanxaiickan opranmszauma cotpyaHndectsathe Shanghai Cooperation Organisation. SCO. (n.d.).
Retrieved February 21, 2022, from http://eng.sectsco.org/about_sco/
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integration. Similarly, the SCO’s RATS mechanism has primarily benefitted Russia and
China. Its counter-terror exercises have allowed China to engage closely with security forces
from Central Asian states, eventually expanding its training partnerships, increasing its
military presence, arms exports, and surveillance capabilities. 2014 onward, China has
gradually increased bilateral military exercises with each of the Central Asian states outside
of the SCO framework to match Russia’s military influence via the Collective Security Treaty
Organization (CSTO). This shift is likely to intensify with the U.S. withdrawal from
Afghanistan.

Bilateral disputes, except for the ones between Central Asian member states, have been
consistently discouraged from disturbing the SCO’s agenda. India and Russia have
consistently pushed against any efforts by Pakistan to bring bilateral issues to the SCO.%
The only reflection of these at the SCO has been a continued reference to their peaceful
resolution (bilaterally) and respect for each other’s sovereignty under the larger rubric of the
Shanghai Spirit.?

This approach of the SCO, i.e., a minimalist agenda that puts in place a framework for
engagement at the bilateral level, has assured its sustainability. Though it has benefited
China the most in terms of actual tangible outcomes, the SCO’s charter has allowed for a
new form of regionalism where loose alliances are allowed to grow without insisting on
political and ideological uniformity.

3. India and the SCO

India’s entry into the SCO (along with Pakistan) was, to some extent, a function of the subtle
Russia-China competition for influence in Central Asia, both of whom wanted their
traditional partners onboard. Russia, wary of Chind’s increasing economic clout in its
traditional sphere of influence, wanted a historical ally like India to counterbalance China.
China saw India’s SCO membership as an opportunity to entangle India in a regional
grouping which could either incentivize India to stay away from anti-China groupings, or
isolate India by castigating its proximity to extra-regional powers.

According to China, the induction of India and Pakistan would create a grouping where it
could appeal for diplomatic support for various regional projects to further restrict U.S.
participation. Many members of the grouping are part of China’s BRI (except India), further
linking them to China. Therefore, despite concerns surrounding India-Pakistan and
India-China relations, China thought that new members like India and Pakistan may be engaged
structurally at some level through the SCO rather than being denied space in the organization.®

%Sibal, Sidhant (2020). Russia supports India at SCO, says bilateral matter should not be raised

https:/ /www.dnaindia.com/india/report-russia-supports-in-
dia-at-sco-says-bilateral-matter-should-not-be-raised-28 56090

2PT| (2017, June 15). SCO charter prohibits India, Pakistan to raise bilateral issues: China. The Economic Times.
https:/ /economictimes.indiatimes.com/news/defence/sco-char-
ter-prohibits-india-pakistan-to-raise-bilateral-issues-china/articleshow/591576 47 .cms2from=mdr

%Panda, J. P. (2012). Beijing’s Perspective on Expansion of the Shanghai Cooperation Organization: India, South Asia,
and the Spectrum of Opportunities in China’s Open Approach. Asian Perspective, 36(3), 493-530. http://www.-
jstor.org/stable/ 42704802
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India wanted membership because the SCO could enhance trade and investment opportunities.
Around this time, the SCO was raising its economic integration agenda through free trade zones and
mechanisms for the free movement of goods, services, and technologies among SCO member states.
Further, India’s goal of energy security was better served by closer relations with the energy-rich
nations of Central Asia, and in particular Russia and Kazakhstan, two major energy producers
outside of the Organization of the Petroleum Exporting Countries (OPEC).*'

At the time of India’s membership, there was optimism in the Ministry of External Affairs (MEA) that
increased engagement with multilateral forums would help position India as a re-emerging power
willing to contribute to regional stability and prosperity. This reflected PM Modi’s approach to India’s
foreign policy. This was also the time when India and China were engaged in summit diplomacy to
address the trade deficit and strengthen mechanisms for timely resolution of the border issue. Al this
initial euphoria was soon corrected by China’s aggression along the Line of Actual Control (LAC). As
this realization set in, India’s objectives shifted from treating the SCO as a forum where India and
China could work together, to one that could be utilized to improve its relations with Central Asian
states. Being at the SCO also meant showing the smaller Central Asian States that India was
committed to a regional organization with them at its center.3

Over the years, India’s major focus at the SCO has been economic®® and cultural outreach,
impartial application of the SCO’s counter-terrorism agenda, pushback on China’s BRI due fo its
implications on India’s sovereignty and territorial integrity (through the China Pakistan Economic
Corridor), and some soft-power related initiatives. India has refrained from most of the military
exercises as it does not perceive any direct benefits from such exercises, since they mostly cater to
Chinese and Russian security imperatives. In October 2021, India assumed directorship of the RATS
mechanism. India’s efforts since have shown an inclination to diversify the RATS agenda by focusing
on issues such as Cyber Terrorism, Ransomware, and Digital Forensics to reflect India’s concerns.?

31Kundu, N. D. (2009). Shanghai Cooperation Organisation: Significance for India. Indian Foreign Affairs Journal,
4(3), 91-101. http://www.jstor.org/stable/ 45340804

2Mohan, C Raja. (2022, February 2), CSDR lecture and interaction — India and the Geopolitical Game.

BIndia’s Initiatives in SCO. (2021, July 30). Retrieved from https://www.eoibeijing.gov.in/eoibejing_pages/NDg,
Hndid’s Initiatives in SCO. (2021, July 30). Retrieved from https://www.eoibeijing.gov.in/eoibejing_pages/NDg,
3India, as chair of regional anti-terrorist structure of SCO, holds seminar on Cyber Security. India News Network.
(2021, December 10). Retrieved from https://in.indianewsnetwork.com/en/20211210/in-
dia-as-chair-of-regional-anti-terrorist-structure-of-sco-holds-seminar-on-cyber-security
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3.1 India's objectives at the SCO

i. Counterterrorism vis-a-vis Pakistan (short to medium term)

India could not have stayed out of an organization that included Pakistan and was heavily
influenced by China and Russia. India wanted to join the SCO more out of a fear of
exclusion than a need for inclusion.3¢ As an observer, India had witnessed the SCO’s focus
on counterterrorism. India saw this as an opportunity to raise the issue of Pakistan’s use of
sub-conventional means. Since joining the SCO in 2017, India has doubled down on this
counterterrorism agenda within the SCO alignment. It has regularly raised the matter of
Pakistani complicity in state-sponsored terror, publicly emphasizing that any meaningful
regional counterterrorism initiative cannot function without addressing this fact.

India has used the SCO to garner support for its draft Comprehensive Convention on
International Terrorism (CCIT), currently being discussed by the Sixth Ad Hoc Committee of
the United Nations. Just like at other multilateral forums, at the SCO too, India foregrounds
Pakistan-sponsored terrorism, and garners support for its draft CCIT which would thwart
terrorist actors from receiving “support, sustenance and safe havens in another country”.
While on the one hand India has been disappointed®” by generic statements from both
China and Russia on Pakistan’s complicity in state-sponsored terror against India, it has

been able to get its draft CCIT endorsed by the SCO.3

ii. Diversifying interests in Central Asia (long term)

India and Central Asia have shared deep cultural links in trade, commerce, and
people-to-people contact dating back two millennia. Relations remained steady during the
Cold War as India maintained cordial relations with the USSR. In fact, India was among the
few states to have a consulate at Tashkent in the erstwhile Central Asian region of the USSR.
Since the past decade, India has taken renewed interest in the Central Asian region owing
fo its energy needs, strategic position, and China's rising influence in the region.

In June 2012, India unveiled its ‘Connect Central Asia Policy’ (CCAP) at the first meeting of
the India-Central Asia Dialogue in Bishkek, Kyrgyzstan. The policy was set up to cover
cooperation in areas as varied as regional connectivity, information technology, education,
people-to-people contact, and medicine, among others. While large scale projects, such
as the Turkmenistan, Afghanistan, Pakistan, and India (TAPI) gas pipeline and the Internation-
al North-South Transport Corridor (INSTC), were attempts at connecting India to
Central Asia, India’s overall approach has reflected India’s general policy direction
— i.e., soft power. Therefore, the Connect Central Asia Policy had called for “setting up
universities, hospitals, information technology (IT) centers, an e-network in
telemedicine connecting India to the Central Asian Republics, joint commercial

%Katiju, Vivek. (2022, January 26). CSDR lecture and interaction — The MEA at Home: Instruments of Diplomacy.
%Haider, S. (2021, September 17). Retrieved September 23, 2021, from https://www.youtube.com/watch2v=9C3b4mi-
AbtO

3%Chaudhury, Dipanjan Roy. (2018, June 11). Retrieved September 23,2021, from https://economictimes.india-
times.com/news/defence/sco-endorses-indias-proposal-for-un-terror-treaty/articleshow/64548213.cms
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ventures, improving air connectivity to boost trade and tourism, joint scientific research, and strategic
partnerships in defense and security affairs.”%

After three years of dormancy, the policy was reinvigorated in 2015 by PM Modi who visited all five
Central Asian states in the same year. The major reason for this thrust was diversification of energy
resources to meet the growing needs of India’s burgeoning economy. India already is a destination
for higher education for Central Asian students because of the lower cost of education as compared
to European and American universities. Similarly, Central Asia has witnessed an influx of Indian
students for research purposes.® The Indian Council for Cultural Relations (ICCR) has been a
channel in renewing India's ancient mutual cultural linkages with the Central Asian region. The ICCR
organises cultural conferences and provides scholarships to students of Central Asian Republics to
study Indian arts and culture.#! Until 2012, under the Indian Technical and Economic Cooperation
(ITEC) programme? , India allocated 435 slots to Central Asian countries. This is the most successful
programme and was appreciated by Central Asian countries.®

While the two large projects — TAPI and INSTC — have seen minimal progress due to numerous
factors*, India has continued engaging both bilaterally and multilaterally with the region. Most
significant of the bilateral engagements are the agreements with Kazakhstan“>  and Uzbekistan4
on the supply of uranium, and the MoUs related to defense and technical cooperation with
Kazakhstan, Kyrgyzstan, and Turkmenistan®’.  Multilaterally, India has engaged with the region

¥Jha, M. (2016, December 2). India's connect Central Asia Policy. — The Diplomat. Retrieved February 21, 2022, from
https:/ /thediplomat.com/2016/12/indias-connect-central-asia-policy-2/

“©Jha , M. (2016, December 2). India's connect Central Asia Policy. The Diplomat. Retrieved from https:/ /thediplo-
mat.com/2016/12/indias-connect-central-asia-policy-2/

“Wani, A. (2020, July 17). India and China in Central Asia: Understanding the new rivalry in the heart of Eurasia.
ORF. Retrieved from https://www.orfonline.org/research/india-and-china-in-cen-
tral-asia-understanding-the-new-rivalry-in-the-heart-of-eurasia-6 1473/

#2|ndian technical and economic cooperation. ITEC. (n.d.). Retrieved from https://www.itecgoi.in/index

“hitps:/ /apps.apple.com/us/app/teleprompter/id1420515755

Mullen, R. D., Shivakumar, H., Taraporevala, P., & Prasad, K. K. (2014, January 6). India Central Asia Backgrounder
policy brief . CPR India. Retrieved April 13, 2022, from https://cprindia.org/wp-content/uploads/2021/12/India-Cen-
tral-Asia_0.pdf

#Chalikyan, N., & Tashjian, Y. (2021, July 9). Geopolitics of the north-south transport corridor Nvard Chalikyan, Yeghia
Tashjian. South Asian Voices. Retrieved February 21, 2022, from https://southasianvoices.org/geopoli-
tics-of-the-north-south-transport-corridor/

Prospects and challenges in realizing the tapi project. ERI. (n.d.). Retrieved February 21, 2022, from https://www.eur-
asian-research.org/publication/prospects-and-challenges-in-realizing-the-tapi-project/

“5Press Trust of India. (2019, November 18). India and Kazakhstan to renew uranium supply contract for 2020-24.
Business Standard. Retrieved February 21, 2022, from https://www.business-standard.com/article/pti-stories/in-
dia-kazakhstan-to-renew-uranium-supply-contract-for-2020-24-119111801605_1.html

“Prime Minister meets President of Uzbekistan on Sidelines of the Vibrant Gujarat Global Summit - 2019 in Ahmed-
abad’,(2019, January 18). Ministry of External Affairs. Retrieved from https://www.mea.gov.in/press-releases.ht-
m2dil/30917Prime_Minister_meets_President_of_Uzbekistan_on_sidelines_of_the_Vibrant_Gujarat_Global_Summit201
9 in_Ahmedabad

“Daly, J. C. K. (2018, May 31)./India and Kyrgyzstan Deepen Their Military Cooperation’, Eurasia Daily Monitor
15(83) 2018, https://jamestown.org/program/india-and-kyrgyzstan-deepen-their-military-cooperation/
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through the SCO, the Eurasian Economic Union (EEU), and the India-Central Asia Dialogue.“ While
these attempts have been made, delays in completion of the INSTC have meant that India’s trade with
the region has stagnated at 2 billion USD.#°

In the wake of the U.S. withdrawal from Afghanistan, India’s interests in Central Asia have grown
substantially. India is concerned that China, Pakistan and to some extent, even Russia, may try and
form a bloc in Central Asia. India fears this would eventually cut it off from the region and impose a
Chinese form of strategic encirclement in connivance with Pakistan. This fear is accentuated by U.S.
withdrawal, and the return of the Taliban in Afghanistan with Pakistani help. The fact that India’s
relations with Central Asia went through a dramatic change over the past seven years shows that it
was preparing for a post-American Central Asian region and exploring ways to sustain its relations
after American withdrawal. Some of these anxieties are visible in India’s efforts to improve its military
engagements with Central Asian states. For instance, during the visit of the Kazakh Defense Minister
to India in 2021%° , the two sides decided to carry out defense-related joint production and
co-development. Similarly, in Tajikistan, India has refurbished the Gissar Military Aerodrome (GMA)
Air Force base at Ayni near Dushanbe. !

In this context, it is also important to note that India has appointed Defense Attaches in all the five
Indian missions (India has Defense Attaches only in select countries). Most of these developments are
recent and there is agreement in Indian strategic circles that India has finally begun to secure its
strategic interests in Central Asia.

While India may have always viewed Central Asia as important, meaningful engagement with the
region has not always been uniformly pursued. India’s SCO membership is viewed as an element to
bring uniformity and continuity to India’s Central Asia engagement. At the SCO, India repeatedly
emphasizes its close historical ties with Central Asian states. India’s rationale regarding the SCO and
Central Asia is that limited immediate benefits of joining the SCO will be compensated by improved
bilateral cooperation with Central Asian Republics. The energy-rich Central Asian states have been
a long-term priority for India, and its Chabahar Port, International North-South Transport Corridor,
and Ashgabat Agreements all depend on improved relations and connectivity with Central Asia.>?

“8Mea: Statements : Bilateral/Multilateral Documents. Ministry of External Affairs, Government of India. (2021, Decem-
ber 19). Retrieved February 21, 2022, from https://www.mea.gov.in/bilateral-documents.ht-
m2dil%2F34705%2FJoint_Statement_of the_3rd_meeting_of the_IndiaCentral_Asia_Dialogue

“Roche, E. (2021, September 30). India's quest for a road to Central Asia. Livemint. Retrieved from https://www.live-
mint.com/politics/ news/indias-quest-for-a-road-to-central-asia-11633018628871.html
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The SCO and the India-Central Asia dialogue are part of an effort to improve India’s connectivity
with the Central Asian region. This dialogue, and multiple bilateral agreements with Central Asian
countries, also reflects the realization of the SCO’s limitations, especially as India recalibrates its
relationship with China and is diversifying its interests in the region.

iii. Managing relations with China (long term)

India’s SCO membership was, to a certain extent, driven by the need to manage relations with
China. At the time of India’s membership, there was a concerted effort to insulate India-China

relations from the border dispute, deepen the trade relationship while narrowing the increasing trade
deficit.

At the SCO, India has often endorsed joint statements, but certain core differences have otherwise
defined India-China SCO engagements. For instance, India has repeatedly refused to endorse the
BRI at SCO summits. In 2018, Chinese Premier Li Kegiang and Russian Prime Minister Dmitry
Medvedev met in Beijing for the 23rd annual meeting between Chinese and Russian heads of
government, where the two sides agreed to enhance trade and economic ties. After the meeting, a
press release by the Chinese Ministry of Foreign Affairs said that China would “synergize the Belt
and Road Initiative and the Eurasian Economic Union.” As a result of this, India skipped the 2019
meeting of the Eurasian Economic Union, organized by the SCO at Xi‘an in China.

So, while the SCO may have given India a platform to express its displeasure with China at a
regional forum, its utility in managing relations with China has been limited.

Further, the SCO has in no direct way acted as a forum for de-escalating India-China border
tensions. India officially joined the SCO shortly before the Indo-China crisis in Doklam,
demonstrating its ineffectiveness in providing a buffer between the rivals. All efforts for resolution
have remained strictly in the realm of bilateral engagement. Therefore, India’s participation
in Eurasian alignments like the SCO is part of a ‘continued engagement’ approach towards
China, ensuring it remains in dialogue with China even in the face of a deteriorating
bilateral relationship.5*

iii. Safeguarding interests in Afghanistan (long term)

After the U.S. withdrawal from Afghanistan in August 2021 and the Taliban’s ascendance to power,
concerns regarding the revival of the Islamic State and Islamic terrorism in general has incentivized
the reopening of U.S. bases in Central Asia. However, both China and Russia have

53Marathe, O. (2019, September 11). Explained: Why India skipped SCO's Eurasian Economic Forum in China.
Retrieved from https://indianexpress.com/article/explained/explained-why-in-
dia-skipped-scos-eurasian-economic-forum-in-china-5986893/

540'Donnell, F., & Papa, M. (2021). India's multi-alignment management and the Russia—India—China (RIC) triangle.
International Affairs, 97(3), 801-822.
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made it amply clear that while they acknowledge these potential challenges, a regional, non-U.S.
approach is most preferred. 55

Chind’s intention to impact the future of U.S. involvement in Afghanistan was visible since 2005,
when it pushed the SCO to establish the SCO Contact Group on Afghanistan. Later in 2012, China
pushed for and ensured Afghanistan’s observer status at the SCO. Most recently, at the Heads of
Government meeting in Sept 2021, Chinese President Xi said, “We SCO member states need to step
up coordination, make full use of platforms such as the SCO-Afghanistan Contact Group and
facilitate a smooth transition in Afghanistan.”5¢ While most experts agree that the SCO has until now
not been able to impact the situation in Afghanistan®” , the forum does have the potential to play a
crucial, future role in engaging the Taliban simply because of the level of dependencies that both
China and Russia have been able to create among its Central Asian members. %

Though India has until now been kept out of the SCO’s contact group on Afghanistan, it sees its
engagement with the SCO as a channel to address some of its own anxieties vis-a-vis Afghanistan.
To address this, India has sought close cooperation with Russia. India-Russia consultations started in
a major, though indirect, way in 2018 when India sent Amar Sinha, who served as Ambassador to
Afghanistan from 2013-16, and T.C.A. Raghavan, a former high commissioner to Pakistan, to the
Moscow-format talks.

The recent visit of Nikolay Patrushev, Secretary of the Security Council of Russia, to New Delhi to
discuss concerns on drug trafficking, Islamic fundamentalism, and instability in Central Asia with Ajit
Doval, India’s national security advisor, was a key event. This was the result of the agreement
between Modi and Putin to establish a permanent bilateral channel to discuss Afghanistan. Reports
indicated that in late August, Putin called Modi to discuss developments in Afghanistan, and they
agreed to set up a “permanent bilateral channel” in the wake of the Taliban takeover of the country.

More recently, India held the ‘Delhi Regional Security Dialogue on Afghanistan,” in which the NSAs
of Russia, Iran and two Central Asian countries participated. This increased coordination between
India and Russia on Afghanistan is both useful and likely to continue. However, how much the
Russians will invest in this channel, in the face of the potential opposition from China and Pakistan,
is something one will have to wait and see. Put differently, will Moscow invite New

55Stepansky, J. (2021, August 23). US military presence in Central Asia unlikely amid Taliban Rise. Taliban News | Al
Jazeera. Retrieved from https://www.aljazeera.com/news/2021/8/23/us-military-pres-
ence-in-central-asia-unlikely-amid-taliban-rise
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Delhi to the future iterations of the ‘Moscow format talks on Afghanistan’ or the ‘Extended Troika’
meetings? For the moment, it is unlikely to happen.

But what is significant to note is that both Moscow and Washington, D.C. are now constantly and
seriously consulting India on the Afghan question more than ever. More importantly, with the U.S. out
of Afghanistan, there is more scope for Russia-India cooperation in that country. Both India and
Russia, as well as the Taliban, have inferests in ensuring that India continves to be engaged in
Afghanistan. Both Russia and India share concerns about extremists and terrorists finding haven in
Afghanistan and operating against their interests from Afghan soil, and the Taliban will be keen on
Russian and Indian assistance and aid given the country’s economically precarious situation.

4. China and the SCO

The SCO's importance for China is in line with several of its inmediate and long-term objectives.
While some of its immediate objectives have been fulfilled, others have either proved difficult to
achieve under the SCO structure or are still being pursued. In addition, certain spin-off effects and
changes in Chinese foreign and domestic policy, as a response to geopolitical events and trends,
have added new potentialities to China’s SCO engagement.

The following discussion captures perceptions of Indian and international strategic thinkers on these
objectives and their possible impact on the future of the SCO.

4.1China’s objectives within the SCO

i. Stability and political alignment in Central Asia/South Asia (immediate to medium term)

The SCO charter codified peaceful resolution of border issues and mutual non-aggression. Under
this Shanghai Spirit, since the foundation of the SCO, subsequent agreements have resolved
“disputes between Kyrgyzstan, Tajikistan and Uzbekistan on border issues and the Ferghana Valley
enclaves”® . Through the SCO, China assumed the role of impartial peace-broker, a position that
Russia did not enjoy, and enabled the aforementioned outcomes.

Recently, after nation-wide protests®® rocked Kazakhstan, Wang Wenbin, a spokesperson for
China’s Foreign Ministry, told reporters that members of the SCO were, “willing to play a positive
role in stabilizing the situation” as, “safeguarding member states’ and regional stability has always
been the principle and mission of the Shanghai Cooperation Organization.”¢' He went on

%Grieger, G. (2015). The Shanghai Cooperation Organisation. European Parliamentary Research Service.

Bilefsky, D. (2022, January 5). Revolt in Kazakhstan: What's happening, and why it matters. The New York Times.
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to say that, “As its neighbor and permanent comprehensive strategic partner, China is willing to offer
all necessary support to Kazakhstan to help it overcome recent difficulties.” President Xi also
appreciated Kazakhstan’s President Kassym-Jomart Tokayev's “series of measures to counter
terrorism and defend stability.”¢?  Government crackdowns on the protests resulted in internet
shutdowns, arrests of around 8000 protestors, 44 deaths®® and approximately 353 injured.¢* At the
request of the Kazakh president, Russia sent a small number of peacekeeping soldiers to help
“stabilize” the country under the auspices of the Collective Security Treaty Organization (CSTO).

This response from China and Russia revealed the role that these two countries envisage for
themselves in Central Asia. It is also telling of the SCO's purpose and its current limitations. Based on
the idea of non-interference with the internal political dynamics of a member country, the SCO
charter essentially allows Russia and China to sustain regimes amicable to their interests.

Additionally, the mainstreaming of the so-called “three evils” agenda allows for a free pass to curb
dissent and incarcerate political opposition.¢® Instances of China successfully using established SCO
channels to contain dissenting Uyghur activists based in member countries further illuminate China’s
SCO objectives.® The 2019 Chinese defense white paper therefore describes the SCO as a
“community of common human destiny”,¥ a phrase used to link the group with the Chinese
Communist Party’s (CCP) goal of building a Sinocentric global order.¢®

The expansion of the SCO to include India and Pakistan could be interpreted in this light. Both
obtained observer status in 2005, indicating the grouping's aspirations in bridging South Asia with
an otherwise Central Asian grouping. When the criteria for membership were finalized in 2010,
there were eight rules, including that a member state should not be in “armed conflict” with other
states or have any sanctions imposed by the UN Security Council. Even after 2010 there
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was little clarity amongst members about the necessity and circumstances for expansion.®® Pakistan
applied for membership in 2010 and India in 2014, and both started their membership process in
2015, after years of strife between Russia and China over who's ally would join first. Pakistan’s
inclusion was backed by China, to bring in a close partner as well as one with significant stakes in
the Belt and Road Initiative (BRI). The China Pakistan Economic Corridor (CPEC) was a major
incentive in bringing Pakistan into the fold of an otherwise Central Asian grouping. The SCO is also
an acceptable platform for China to bring up concerns over terrorism with Pakistan, an issue that is
relevant to the CPEC.7° India’s inclusion was primarily pushed by Russia, keen to dilute Chinese
influence in the SCO. There have also been claims that China orchestrated India’s and Pakistan’s
entry into the SCO to cripple the grouping so that it could proceed to act unilaterally.”” While the
expected gains from India’s membership of the SCO cannot be compared to those of Central Asian
states, certain Indian experts believe that China’s agreeableness to India’s membership was designed
to soften the perceptions of such a Sino-centric global order. Such a strategic grouping was aimed at
checking U.S. predominance in the greater Central Asian and South Asian regions.

ii. Three evils - terrorism, separatism, and extremism (short to medium-term)

Combatting the “three evils”"—terrorism, separatism, and extremism—have always been a core
objective of the SCO. A central concern of China, this objective was added to the SCOs agenda at
Chind’s insistence.”? China’s concerns around Uyghur radicalization, particularly in its western
Xinjiang region, has made counterterrorism a critical element of its engagement with the SCO.”
Additionally, countering terrorism and extremism has been gaining salience for China as the BRI's
assets and investments are prone to threats from terrorism in the region.

The past two decades have seen China’s fears of instability and terrorism grow due to developments
in Central Asia. There are concerns that popular uprisings in Uzbekistan and Kyrgyzstan in 2005
could inspire dissent and subversion in China .7# Violence involving Uyghurs and minority Han
residents in Urumqi (incidents that China classified as Uyghur terrorism”? ), and instances of Uyghurs
joining the civil war in Syria, have also substantiated these fears. Now with the U.S. withdrawal
from Afghanistan, ond the fear of o resurgence of Islamic State Khorasan
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(ISK) and other radical elements, it is crucial to safeguard China’s economic interests in Central Asia
and Pakistan.”¢

RATS is seen as an effective’”” mechanism against the “three evils” by SCO member states. However,
its functioning is opaque.”® RATS is aimed at enhancing “coordination of non-military actions
relevant to addressing the common sub-state security threats” that pose challenges to regional stabili-
ty and thereby threaten China’s core interests in Central Asia.”” The RATS database of suspected
terrorists and organizations is only available in Chinese and Russian languages, thereby exposing
its centrality to Chinese and Russian interests. Though India too has endorsed the effectives of the
RATS mechanism® , real outcomes vis-a-vis terror groups based in Pakistan have been limited. This
highlights the real objectives of the SCO’s focus on counterterrorism. China has successfully used the
forum to enhance cooperation among Central Asian states with a clear goal of stabilizing its
western periphery.

iil. Managing relations with Russia (medium to long-term)

The SCO is dominated by China, and to a lesser-degree Russia. This perception exists in China and
the West, as well as in India.?’ Russia’s centrality to the SCO is well accepted in Chinese narratives.
When India and Pakistan became members of the SCO, there were concerns about their rivalry
affecting the organization. However, a consistent Chinese narrative was that the India-Pakistan
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Council on Foreign Relations. Retrieved from https://www.ecfr.eu/page/-/ECFR-264-Chinese_Security_in_Af-
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rivalry will be unable to stifle the organization, like at SAARC, because the SCO is dominated by
“China and Russia”.#2

China is aware that Central Asian Republics (CARs) are witnessing a major rebalancing of power
with Russia’s declining influence in the world. Its own broad vision for regional connectivity is driven
by a need for energy resources from the area and supported by ample reserves to back up its vision.
Through commercial investments, loans, and the Asian Infrastructure Investment Bank (AlIB), China
finances this crucial leg of its Belt and Road Initiative (BRI) without making demands for political
reform like the West. China also knows that Russia cannot match its resources, especially in the light
of piling sanctions.®® Therefore, it views the SCO as a useful framework for avoiding any a
ntagonism with Russia, which still considers post-Soviet states as its sphere of influence.#* SCO'’s
counter-terrorism exercises have also acted as a confidence-building measure between Russia
and China.

iv. Economic integration and energy security (medium to long-term)

For China, the underlying aim of the SCO has been to garner a security guarantee for the BRI. China
has successfully®® entangled Central Asian states economically to further its BRI goals.® Back in
2014, China touted the “Agreement on the Facilitation of International Road Transport among the
SCO Member States” since it worked well with its economic agenda and BRI objectives. Chinese
scholars view China’s economic contributions to the SCO as part of its role in providing economic
public goods to the region, while noting Russia’s reluctance.” They emphasize that the
area covered by the SCO “overlap” with that of the BRI China also views its engagement
with the Central Asian region as an opportunity to diversify its energy supplies and
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reduce its dependence on the Middle East.? As Central Asian states need financial and
technological support to actualize their energy resources, China has emerged as a significant source
of investments in the energy sector, holding up to 4 trillion USD.?* SCO has served Chind'’s interests
primarily because of the strong bilateral economic ties between China and other member states.

The SCO has promised action on several items such as:

The Action Plan for the Implementation of the SCO Development Strategy until 2025 (announced on
10 November 2020, Moscow).

An Economic Development Strategy for the SCO Region until 2030, the SCO Inter-Bank Consortium
Roadmap to address economic slowdown due to Covid-19.

Concept for the SCO Economic Forum (17 September 2021, Dushanbe).
SCO Consortium of Economic Analysis Centres.
China-SCO Local Economic and Trade Cooperation Demonstration Zones.

Creation of the SCO Development Bank and the SCO Development Fund, SCO Business Council;
creation of the SCO Special Working Group on Startups and Innovations.

Agreement between the SCO Governments on International Road Transport Facilitation (12
September 2014, Dushanbe).

Concept for Cooperation between Railway Administrations of the SCO Member States (2 November
2019, Tashkent).

Develop and adopt an Economic Development Strategy for the SCO Region until 2030.

But China has been able to utilize the SCO’s mandate more than others. China’s total trade with
Central Asian countries in 2019 stood at around 50 billion USD, almost twice that of Russid’s. India’s
trade on the other hand stood at around 2.7 billion USD in 2020.°' In addition, as of November
2020, the total trade turnover of the SCO countries is 6 trillion USD, while intra-SCO trade stands at
305 billion USD, i.e., 5%. This is comparable with the dismal intra-SAARC trade at 5%, and
compares poorly with the African Union's 16%, ASEAN's 27%, and the European Union's 50%.

Hence the focus on economic cooperation and trade is yet to reflect the global ambitions of the SCO
as an alternative regional organization and a reliable grouping for member states.”> The economic
mechanisms being put in place through the SCO are yet to be equitable. China has been
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successful in embedding the BRI through the SCO and, to a certain extent, even uses the SCO to
virtue-signal®® on its economic vision for the region, thereby insulating the BRI from criticism.

V. Decentralization of international multilateralism (medium to long-term)

At the United Nations General Assembly in 1997, China and Russia presented a “Joint Declaration
on a Multipolar World and the Establishment of a New World Order,” an early indication of their
common resentment of, and intentions to reconstruct, Western dominance in the international system.
This is the foundation of Sino-Russian cooperation in the SCO. This includes their collaboration in
infernational institutions and their desire to reshape global governance—in ICT standards, over
financial systems, and over development banks—to accelerate the shift of power from the
transatlantic to the East.?

The SCO is based on the principles of "mutual trust, mutual benefit, equality, mutual consultations,
respect for cultural diversity, and a desire for common development". Its external policy is conducted
“in accordance with the principles of non-alignment, non-targeting any third country, and
openness.”? China has asserted that these values negate the argument that the SCO seeks to be “the
Asian NATO". It simply puts forth the format for an alternate regional grouping where different
political values can co-exist in the pursuit of common goals, unlike in the West. China repeatedly
emphasizes that the SCO is tolerant of "vast diversity" among its member states. It has argued that
shared values are not essential for successful international organizations and normalized deep
engagement with nations that are not liberal democracies. This “shared values” pitch is perhaps
meant to blunt the common barb against the SCO that it is "a club of authoritarians'? , and it is
possible that India's inclusion was meant to dilute that image.”

Indian experts?® believe that China wants to develop an image of a “responsible major power” and
build a regional order carrying along multiple regional countries, rather than banking upon

Virtue signalling is the practice of issuing statements to demonstrate one’s moral bona fides that is divorced from
undertaking a course of action that is likely to bring about the desired outcome.

In this case, China virtue signals to the West that the SCO acts as a forum for economic integration of Central Asia and
therefore benefits SCO member states. However, the dismal state of intra-SCO trade when compared to African Union,
ASEAN or the European Union contradicts China’s claims.
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select regular partners to undermine U.S. supremacy in the region. The SCO is also symbolic of
Beijing’s evolving foreign policy. Historically, China has preferred bilateralism over multilateralism.
Even the Shanghai Five, the predecessor of the SCO, was a bilateral arrangement between China
and Russia, with the three Central Asian countries to one side. While the Shanghai Five was meant
to promote security CBMs, the SCO has progressed into the economic arena. The Chinese foreign
policy approach now considers multilateralism and multilateral bodies as elements of an organizing
principle that is in line with the processes of globalization. Chinese and Russian approaches to
multi-polarity imply closer relations between BRICS countries (including India), than with nations
outside of BRICS.

Therefore, Chinese and Russian interests find common ground in the creation of an alternative
multilateral framework that has helped both countries in pushing out extra-regional actors from the
region.” Both countries also worry about political influence that the U.S. and NATO could exact in
the region, especially in effecting regime change.'® China used the SCO to do this in 2005 whereby
Chinese pressure led to the Uzbek government giving U.S. forces 180 days to vacate their temporary
facilities and cease operations from its territory.'®"  Similar pressure from Russia could be held
accountable'®? for the winding down of U.S. temporary bases in Kyrgyzstan in 2014.1%

vi. Strategic objectives (long-term)

On Chind’s long-term strategic objectives with the SCO, three lines of thought can be identified in
international literature:

#Oldberg, I. (2007). The Shanghai Cooperation Organization: Powerhouse or Paper Tiger2 Swedish Defense Research
Institute.
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anti-terrorist coalition" in Afghanistan to set a timeline for the withdrawal of their militaries from bases in SCO member
countries.

192Pannier, Bruce. (2021) Will Central Asia Host U.S. Military Forces Once Again?. https://www.rferl.org/a/u-s-mili-
tary-bases-in-central-asia-part-two-/31219781 . html

U.S. troops had been based at Bishkek's Manas air base from 2002 until 2014 and were there for two revolutions and
some horrifying interethnic violence in June 2010. The Kremlin became angry with Akaev's successor, Kurmanbek
Bakiev, because of his promise to Moscow in 2009 to close down the U.S. base in exchange for Russian financial
assistance. Bakiev then renegotiated the cost of leasing the base with the United States, enraging Moscow. Bakiev was
chased from office in 2010, and U.S. troops remained for four more years. But that experience in Kyrgyzstan -- and
very strong opposition from Moscow -- might be why the U.S. officials in The New York Times report did not mention
Kyrgyzstan as a possible location to “reposition forces.”
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The first believes that the SCO was meant to ensure the security of China’s economic inferests through
regime stability in Central Asia.

The second argues that engagements at the SCO were meant to establish China’s regional primacy
in Central Asia.

The third, non-dominant line of thought, argues that China has progressively moved from
an economy-driven agenda to a security-driven agenda at the SCO. This is most visible
from China’s use of the SCO’s counter-terrorism exercises as a test bed for refining the PLA's overseas
expeditionary prowess.

Of the three, most Indian strategic thinkers have argued that, in general, China seems to have taken
a more economic-centric approach with the SCO, as opposed to the more security-related focus of
Russia. The Chinese, while supporting Russian areas of focus (like targeting regional and
transnational threats), are careful not to project the SCO as a military unit or being anti-Western in
nature. China has maximized its security interests, in terms of intelligence-sharing and
counterterrorism exercises, with individual nations in Central Asia, and views the SCO as a
mechanism to promote the stabilization and reconstruction of Afghanistan. Shaping the SCO to
counter NATO or the West is not a realistic notion for China, as it would threaten its bilateral
relations with Europe, and especially with the United States.’® Indian analysts also believe that
China'’s focus on the SCO’s dynamism is in tandem with a decline in influence and credibility of the
Russian-led Commonwealth of Independent States (CIS) and the Collective Security Treaty
Organization (CSTO). This approach also enables China to display o the West that it has control
over Central Asia. Ever since the SCO’s inception, joint military and law enforcement exercises have
served to complement Beijing’s long-term efforts to bring stability within and around Xinjiang.
Further, from the Indian perspective, the SCO does not “appear to be an emergent military alliance
in the region as it has neither established active military and defense-industrial cooperation, nor
offered its members a collective security guarantee.” %5

Recently, western analysts have raised concerns around the SCO’s counter-terrorism exercises *
being an important tool for the institutionalization of Sino-Russian defense ties without establishment
of a formal dlliance”'®, “improving the proficiency of the members’ security forces,
demonstrating new skills, learning about other SCO forces and their capabilities, reassuring
the organization’s Central  Asian members about their security  requirements,
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providing opportunities to cultivate bilateral contacts with other SCO members, and signaling to
outside powers, especially the U.S.”'%7 . However, there is very little discussion in India on some of
the other concerning aspects of China’s achievements through these drills.’®®  Aspects such as the
expansion of China’s military outposts'® , establishment of new training institutions for security
forces "%, as well as building partnerships between existing training institutions, have not been
viewed as a direct threat to Indian interests in Central Asia.'"! This is partly because India’s interests
in the Central Asian Region are mostly economic and energy-related. India does not seek any
security-related role in the region and believes that the contest for security influence is primarily
between Russia and China.

Military Excersises in Central Asia 2004-2009
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Another concerning trend for India has been a perceptible shift in China’s approach to military
exercises in Central Asia. China has used the SCO to enter the Central Asia military landscape in a
manner that prevents opposition from Russia. Post 2014, exercises outside the SCO framework
between China and other Central Asian states have increased. In 2019, China also launched
‘Cooperation 2019’, a series of drills that builds interoperability of local paramilitary with China'’s
People’s Armed Police (PAP). There are growing concerns that China has begun to use the Centrall
Asia exercises to test and finesse the People’s Liberation Army’s (PLA) power projection and
expeditionary capabilities.''?

President Xi’s 2015 announcement that military diplomacy would be a critical element of China'’s
foreign policy did not go unnoticed in India.”* Under this new approach, China has not only
increased its defense exports but has also provided military equipment as gifts to countries in Central
Asia."’> While Russia remains the dominant defense exporter to Central Asia, China has increased
its arms sales to 18 percent from 1.5 percent between 2010 and 2014.""¢ This increase has been
noticed both in Russia and India, with both exchanging a non-paper that explores ways of increasing
India’s defense exports to the region.'"”

Gradually, China has been able to build on each of its bilateral efforts without alarming Russia.
Some early indications of a fork in the road for China and Russia are perhaps visible with the former
launching the China-Central Asia dialogue in 2021."'®  While Russia already has existing
mechanisms beyond the SCO, this dialogue was the first for China. As a response to this, India
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recently hosted Central Asian leaders for the India-Central Asia Dialogue in December 2021.""?
Given these developments, as far as China is concerned, it has been successful in gradually enhanc-
ing its influence using the SCO to project a non-threatening image backed up by an economic
agenda.

5. India’s Multialigned foreign policy

Since 2017, India has activated many multilateral forums, including ones previously dormant, like
the Quad and RIC, along with new ones like the India-Central Asia Dialogue (CAD). The Quad was
reactivated in 2017, the same year India officially joined the SCO. In November 2021, External
Affairs Minister S Jaishankar chaired the 18th meeting of the Foreign Ministers of the Russia-In-
dia-China (RIC) grouping. During the many meetings, the trio addressed a range of issues including
counterterrorism, multilateralism, climate change, and cooperation. The talks, which do not deal with
any bilateral issues, took place even as the Indian army and People’s Liberation Army (PLA) soldiers
continued their 19-month standoff at the Line of Actual Control (LAC).

In explaining why India engages with the RIC, along with the BRICS and SCO, scholars argue that
these groupings complement India’s bilateral relations with Russia and China. Others claim that
India’s participation in such Eurasian alignments is part of a ‘continued engagement’ approach
towards China, ensuring India remains in dialogue with China even when bilateral relations continue
to worsen. There is also the continuing imperative to weaken the Russia—China partnership through
Indian participation in the same Eurasian forum.

To a certain degree, India’s participation in the RIC serves as a symbolic gesture of its commitment to
a multi-aligned hedging approach, as opposed to an exclusive alignment. Further, India’s lack of
success in advancing its counterterrorism agenda in the BRICS and SCO is seen as a reason for
India’s decision to reactivate the RIC in 2018, as another platform to push its counterterrorism
agenda.'?

Therefore, India has looked to maximize its policy space by engaging with multiple regional and
extra-regional forums. While there may be overlap in terms of India’s objectives at these forums,
India has maintained clear lines of communication at each one of them. This is evident from India’s
continued and simultaneous engagement with the Quad and SCO.

""Mea: Statements : Bilateral /Multilateral Documents. Ministry of External Affairs, Government of India. (2021,
December 19). Retrieved February 21, 2022, from https://www.mea.gov.in/bilateral-documents. ht-
m?df|%2F34705%2FJoinLStatemenLofjhefiirdfmeetingfofitheflndioCentra|7AsioiDio|ogue
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International Affairs, 97(3), 801-822.
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5.1 India, the Quad, and the SCO

While the Quad deals with India’s maritime neighborhood, the SCO is part of a larger Central Asian
engagement policy aimed to assuage India’s continental insecurities. In addition, the Quad’s focus
on the China challenge in the Indo-Pacific is overtly political, and more security-oriented, than the
economic and socio-cultural initiatives India focuses on at the SCO.'?

Since the initial quadrilateral meeting between Japan, Australia, U.S., and India in the spring of
2007,'% India was self-admittedly a cautious member of the Quad. More than a decade later, it is
a driving force because of the growing China threat and the pull of its democratic partners,
particularly the U.S. Owing fo its relative strategic vulnerability vis-a-vis China, compared to other
members of the Quad, India is more sensitive to the risks of aggravating a security dilemma with
China without a comparable improvement in its strategic position. India aims to minimize
perceptions of the Quad as a U.S.-led containment coalition and has therefore preferred to cast the
Quad in a more open, multilateral, and inclusive light, and prioritizes appeals to ASEAN centrality,
etc. While India relies on Russian arms imports to a large degree, it seeks to acquire high-end
defense platforms and nurture better cooperation in infelligence and technology sharing with its
Quad partners, particularly the U.S.'

The Quad had provided a forum for India to position itself as an “equal partner” among “like-
minded” countries. It enables India to address Asia’s power asymmetry with China while balancing
Indian interests more prominently between U.S.-led and China-led schemes in the Indo-Pacific. That
said, India does not want to assign this grouping with a deliberate and explicit strategic intent that
could be construed as anti-China. If the U.S.-led or Quad countries’ scheme of things is valuable to
New Delhi’s strategic interest in the Indo-Pacific, cooperating with China as a partner equally serves
its domestic economic inferests.

Therefore, India has subscribed to a strategic ‘alignment minus alliance’ policy. This entails working
within a U.S.-led framework while maintaining China as an economic partner. India’s approach
towards the region is based on its choice to be strategically autonomous and maintain an exclusive
relationship with each one of these players. This is the core of New Delhi’s approach towards the
Quad. India’s notion of a regional order in the Indo-Pacific is associated with the “Beijing
Consensus”, but without distancing greatly from the “Washington Consensus.” The “Beijing
Consensus” offers an alternative developmental model — one that is aimed towards emerging
economies of the developing world. Infrastructure development and connectivity are part of this
alternative developmental model advocated by China. India’s association with China within the
framework of the Asian Infrastructure Investment Bank (AllB), the New Development Bank (NDB), and
the SCO, suggests that India is embracing the “Beijing Consensus” while still

12'Haider, S. (2021, September 17). Retrieved September 23, 2021, from https://www.you-
tube.com/watch2v=9C3b4miAbt0
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finding strategic consonance with the “Washington Consensus”, in line with its developing
multi-alignment approach.'?4

Though India has shown equal interest in the Quad and SCO, the reasons are very different.
Participation at the SCO is aimed at not being left out of a regional grouping that includes both
China and Pakistan and maintaining its relations with Russia.'?®  With the Quad, India’s slow
balancing of China is the predominant objective.

Being part of non-U.S. regional forums like the SCO and more recently the ‘Regional Security
Dialogue’ allows India to have a seat at the table, which it consistently did not have over Afghanistan
throughout the Doha negotiations. Being part of the SCO allows India to build issue-based
cooperation with China and Russia in Central Asia even as it has an ongoing standoff with China
along the LAC. India’s engagement with the BRICS and SCO on one hand, and the Quad on the
other, might appear mutually exclusive at first glance. Upon deeper consideration, one finds that the
two serve entirely different purposes in two distinct parts of the world.

Because of the multilateral and democratic decision-making structure of the SCO, India can ensure
that its interests are not hampered, while at the same time serving as Indid’s strategy to blunt Chinese
order-building if it goes against India’s interests. Therefore, while India’s membership in these
organizations may seem contradictory to the casual observer, that is not the thinking in New Delhi,
which sees merit in multi-alignment.

6. Managing legacy relations
with Russio

Outside of its relationship with the U.S., India considers its relationship with Russia to be of highest
importance despite a decline in recent years.

Russia has been the lead supplier of defense equipment to India. Since 2010, Russia has been the
source of nearly two-thirds (62%) of all Indian arms imports, and India has been the largest Russian
arms importer and has accounted for nearly one-third (32%) of all Russian arms exports, according
fo SIPRI. Between 2016 and 2020, India accounted for nearly one-quarter (23%) of Russia’s total
arms exports, and Russia accounted for roughly half (49%) of Indian imports.”'% More so, accord-
ing to The Military Balance 2021, India’s present military arsenal is heavily stocked with
Russian-made or Russian-designed equipment. The sale of advanced weapons and technology at
attractive rates to India, and the ability to have a high share of India’s defense import budget, makes
for deeper mutual influence.

124panda, J. (2018). India's continental connect on Indo-Pacific and Quad 2.0. Retrieved from https://scholarspace.ma-
noa.hawaii.edu/bitstream/10125/59173/apb%20n0.441_1.pdf

12Haider, S. (2021, September 17). Retrieved September 23, 2021, from https://www.you-
tube.com/watchev=9C3b4miAbtO

126Russian Arms Sales and Defense Industry”, (2021,October 14). Retrieved from https://crsreports.congress.gov/pro-
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India is closer to the U.S. today than ever before in its history. However, even as Indid’s ties with the
U.S. have improved over the past two decades, leading to some unease in Moscow, it has not come
at the cost of its ties with Russia. In fact, since 2018, also the period during which India’s engagement
with the Quad intensified, its defense partnership with Russia almost quadrupled from 2-3 billion
USD to 9-10 billion USD, making Russia one of India’s top defense partners. This growth has
reflected India’s anxieties vis-a-vis China. In such a scenario, India has chosen to rely on a legacy
defense partnership due to its dependence on the Russian defense-industry complex.

However, this legacy relationship does face some challenges, primarily the growing closeness
between Russia and China.'? According to a RAND report on Russia-China ties, since 2014,
China-Russia relations have witnessed increased military, political, and economic cooperation, a
trend which is expected to persist marked by aggressive U.S. posturing towards Russia, and its pivot
to Asia fo balance China.'?

The foreign policy establishment in India is aware of this trend in Russia-China relations, and its
possibly hazardous implications for India-Russia defense cooperation, against the backdrop of
military tensions with China. An example of this realization is the fact that India’s Defense Minister,
Rajnath Singh, flew to Moscow in June 2020 in the immediate wake of the Galwan clashes to
procure additional Russian fighter jets and armaments. Many analysts questioned the urgency of the
visit and argued that a part of the purpose was to ensure that Russia’s supply of defense equipment
to India would continue to flow unhindered in case of broadening Sino-Indian conflict.'?? Outside
the government, responses to the Russia-China joint statement'® on the sidelines of the Winter
Olympics 2022 are still doubtful of a Russia-China military alliance in the future.'!

As far as India’s infensified cooperation with the U.S. and its long shadow on India-Russia ties is
concerned, India’s thrust on maintaining strategic autonomy in pursuit of its national interest means
that it is not going to place all of its eggs in the U.S. basket.

While security cooperation between India and the U.S. has increased, it is mostly to counter China’s
rise. Even though the two have a convergence of views on China, there are divergences

177Kaura, V. (2019). Deepening Relationship between Russia and China: Implications for India in an Era of Strategic
Uncertainty. Indian Journal of Asian Affairs, 32(1/2), 49-66. https://www.jstor.org/stable/ 26902685
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on a wide range of issues from Central Asia, Iran, Afghanistan, and perhaps most importantly,
Russia.

In many ways, India’s ties with the U.S. and the Quad on one hand, and Russia on the other, are not
mutually exclusive where the pursuit of one is detrimental to the other. India could act as a counter-
weight to Russia’s close embrace of China, but also provide the space for Russia to hedge against
increasing Chinese dominance in Central Asia, Russia’s traditional sphere of influence.’2

Officials in New Delhi believe that the U.S. withdrawal from the region (Afghanistan), and the return
of the Taliban in Afghanistan, will bring India and Russia closer. In an unfriendly neighbor-
hood—populated by China, Pakistan, and to some extent Iran and Taliban-led Afghanistan—the
only country New Delhi can turn to is Russia. This realization is likely to drive Russia-Indian relations
in the months and years ahead.

India realizes that it doesn’t have the capacity to stand alone in Central Asia against the combined
forces of Pakistan and China. By courting Russia—its traditional partner who is also close to China
and getting closer to Pakistan—to help re-establish its presence in Central Asia, India is seeking to
work with the region’s strongest power, and potentially create a rift between China and Russia in the
region.'3® This explains the growing amount of coordination with Moscow in recent months. The two
countries recently exchanged a ‘non-paper’ on how to increase their joint engagement in Central
Asia.’* Reports indicate that the non-paper has several plans to improve cooperation, including
joint defense projects in Central Asia through existing Soviet-era defense factories in some of the
region’s republics.’3® The non-paper also reportedly discusses potential trilateral defense exercises
among India, Russia, and willing partners from among the Central Asian Republics.'3¢

India, therefore, is likely to follow a dual strategy vis-a-vis Russia and the U.S. With the U.S., it is
likely to intensify its relations in the Indo-Pacific to address the China challenge. India’s Afghanistan
and Central Asia policy, as well as its need for military equipment, are likely to shape its Russia
policy. New Delhi will also look to Moscow to cool tensions with Beijing as needed.

132Gill, D. M. (2021, May 6). Modi-Putin 2+2 meeting shows Indian foreign policy not constrained by Bloc politics.
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/. Russia-Ukraine conflict and future
of India-Russia relations

There is a growing awareness in certain sectors of the Indian government that Western sanctions on
Russia will have major implications for India, especially if the war is prolonged in Ukraine.'? India
has set up an interministerial panel to study the actual impacts of these sanctions on the Indian econo-
my and suggest policy options to mitigate the same.’3® The impact of the sanctions could be
experienced in the following three sectors:

i. Economy

Western sanctions on Russia will have a serious impact on various sectors of the Indian economy. In
2021, India’s non-military imports from Russia were around 8.6 billion USD and consisted primarily
of oil, fertilizers, coal, precious stones, and precious metals. India’s exports, which totaled 3.3 billion
USD, included mainly tea, coffee, electronics, iron and steel, auto parts, and pharmaceutical
products.’®  Supply-chain disruptions, increased oil and freight costs, and closure of ports will
impact India’s retail inflation. 40

The conflict has already impacted the value of the Indian Rupee, which has crashed to its lowest ever
— more than 77 INR to the USD, thereby making imports more expensive in general. If the war
continues, the decreasing value of the Rupee will strain India’s foreign exchange reserves. In a
worst-case scenario, India will have to start worrying about a balance of payments crisis.

There is an additional concern about incoming payments to Indian exporters. Incoming payments
amounting to around 400 million USD due to Indian exporters might be held up since many Russian
banks have been blocked from accessing the SWIFT system. Indian exporters are also realizing that
many Russian buyers do not have the ability to make payments in any foreign currency or from a
third-party or country.’! The Reserve Bank of India (RBI) is in discussions with the Indian government
to explore Rupee-Ruble trade for Indian importers and exporters. However, the RBI
governor has assured that such an effort will be sensitve to the sanctions

1%Mea: Statements : Media briefings. Ministry of External Affairs, Government of India. (2022, February 25). Retrieved
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imposed by Western countries.'? The RBI's challenge remains balancing the needs of Indian
businesses and the impact of Western sanctions.

There is also a concern that the U.S. could sanction Indian corporations or financial institutions for
doing business with Russia. India and Russia have been working towards increasing bilateral
investment to 50 billion USD and bilateral trade to 30 billion USD by 2025.'4 In December 2021,
during President Putin’s visit o India, the two sides signed a record 28 MoUs as part of their “Special
and Privileged Strategic Partnership” to widen the scope of cooperation to new areas.'* They also
decided to finalize negotiations on the Bilateral Investment Treaty to protect mutual investments.'4>
Continued sanctions on Russia will impact negotiations on the Bilateral Investment Treaty.

However, during the 2014-2019 period, bilateral trade settled in Rupee-Ruble exchanges went up
by five times. Such a mechanism has already been set up in 2019 to avoid sanctions under
Countering America’s Adversaries Through Sanctions Act (CAATSA).'# Therefore, it seems that both
sides will soon identify a potential bank to conduct these transactions, similar to what India did with
Iran earlier, to minimize the impacts of sanctions.

ii. Defense

There are some concerns as to whether the “Countering America's Adversaries Through Sanctions
Act (CAATSA)” will apply to India since it is in the middle of purchasing S-400 missile defense
systems from Russia. The U.S. had, prior to the onset of the current Russia-Ukraine conflict indicated
to New Delhi that it would consider giving India an exemption from the sanctions given the positive
state of India-U.S. relations and because India needs those systems to defend itself against China.
'“The weapons systems have already started arriving in India, but the sanction waiver has not come
through yet. On March 4, 2022, the U.S. Senate Foreign Relations Subcommittee on South Asia was
informed that the President is yet to enforce the law and is considering whether to apply or waive
sanctions on India.
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Though there is confidence that the U.S. President will not use this as leverage against India'# , the
impact of sanctions on India’s other defense purchases from Russia are beginning to show. In early
March, a senior U.S. official told the Senate Foreign Relations Committee that India has cancelled
MiG-29 orders, Russian helicopter orders and anti-tank weapon orders. However, there is no official
confirmation from the Indian side.’” Notwithstanding the purchase of new weapons systems from
Russia—given that over 60% of India’s military hardware is Russian—the continued need for spare
parts, including from sanctioned Russian entities, could emerge as a challenge in the months ahead,
especially as it comes in the middle of a military standoff with China.

The sanctions could also threaten India’s defense production and export capabilities. In late January
2022, India signed a 370 million USD deal with the Philippines to supply the BrahMos supersonic
cruise missile, produced under an India-Russia joint venture.'®® The Indian Ambassador to Manila
Shambhu Kumaran recently specified that while India is aware of the possible challenges posed by
sanctions on Russia, the deal with the Philippines is purely bilateral, and India will be able to meet its
commitments under the deal.’s' While the Indian establishment may be confident that production of
the BrahMos will not be impacted, experts believe that it will be the worst hit by sanctions.'*? India
has also been in talks with Russia to co-produce more defense equipment at Soviet-era factories in
Central Asia.'® If the war continues and sanctions are able to impact India’s defense exports, this
could jeopardize the 5 billion USD (by 2025) export target set by India’s Ministry of Defense.

jil. Geo-economics
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There is a strong feeling in New Delhi that one of the unintended consequences of Western sanctions
is the strengthening of China-Russia relations in the economic domain. New Delhi is closely
monitoring, and has mixed feelings about, de-dollarization attempts led by countries such as China
and Russia. On the one hand, de-dollarization of global trade (or at least minimizing the
dependence on the dollar) is viewed positively, as it would decrease the potential weaponization of
the global economic order, therefore giving countries in the South'>* more policy space to secure
their economic interests. On the other hand, in the long term, an alternative system that is indepen-
dent of the dollar would most likely be led by China.

A recent Council on Foreign Relations (CFR) report noted that, in the past, India has expressed
interest in jointly exploring with Russia and China an alternative to SWIFT that would allow it to trade
with countries under U.S. sanctions.'>> There have been talks about India considering linking with a
financial messaging service developed by Russia (SPFS or System for Transfer of Financial Messages
which is Russia’s equivalent of SWIFT) after the invasion of Crimea in 2014. Reports also indicate
that SPFS could eventually connect with China’s CIPS (Cross-Border Interbank Payment System, the
Chinese version of SWIFT). While India is not averse to SPFS as it would help evade sanctions on
Russia, the difficulty arises from China’s CIPS. Russia and China have also tried to garner support for
de-dollarization at the SCO. For instance, two years ago, SCO members discussed the importance
of using national currencies for trade among themselves and even deliberated on the possible
establishment of a development bank and development fund.'%¢

India will find it difficult to trade with Russia because of U.S./Western sanctions, but if it continues to
do so by using SPFS, it will end up supporting a China-led monetary system. There is a worry in India
on the potential growth in China-Russia economic relations in the wake of severe sanctions on Russia.
Even if China and Russia do get close economically, India is likely to continue its economic relations
with Russia due to its own dependencies.

8. Conclusions and findings

India’s continued engagement with the SCO can be viewed as one of its strategies to improve
connectivity with the Central Asian region. Predominantly, the Indian strategic community believes
India still stands to gain more from being in the SCO than being outside of it, especially given the
grouping’s significance in today’s context. Being out of the SCO would have meant, in one sense,
being cut out of a China-dominated region.

SCO membership was intended to provide India with better visibility in the Central
Asian region, help neutralize regional extremist elements, and build ties in trade, connectivity,
and energy. Much of this has not happened, at least not yet. While connectivity initiatives
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such as the Turkmenistan-Afghanistan-Pakistan-India (TAPI) and the International North-South
Transport Corridor (INSTC) continue to be mired in delays, India has been able to use its
interactions at the SCO to strengthen its relations with Central Asian Republics. The recently initiated
India-Central Asia Dialogue is a case in point. Similarly, India’s interest in growing its defense
partnerships with Central Asian countries, while working closely with Russia, is indicative of the kinds
of inroads that India has been able to build in Central Asia through the SCO.

In India, the SCO is today seen as a China-dominated forum. During the early years of India’s mem-
bership, there was misplaced optimism that the SCO would provide a platform for India to
constructively engage with China and Pakistan. This optimism was short-lived and has now
completely dissipated. While India has been successful in expressing its concerns regarding
Pakistan’s support and use of terror outfits, India has been unable to influence the SCO’s counter-
terrorism agenda. The Regional Anti-Terrorism Structure (RATS), and its associated exercises, have
been China and Russia- centric. Therefore, India has only participated in one military exercise under
the aegis of the SCO and will continue to avoid participation in the future.

The SCO has played no direct role in de-escalating India-China tensions. However, continued
membership is seen to increase India’s policy space and maximize its options vis-a-vis China. India
has used the forum to raise the issue of Chinese ingress and in some ways hold China accountable
through the SCO’s “Shanghai Spirit”.

India’s engagement in the SCO, and other multilateral forums, must also be viewed as resulting from
a flux in Indian foreign policy under the Modi government. India’s bid for membership in the SCO
was symptomatic of the need to soften the impact of a shift away from “strategic autonomy’. This new
‘multi-alignment’ policy was an outcome of a changed geopolitical context, and India’s regional
security and economic interests. Since 2015, India has sought to generate a convergence of policy
agendas across multiple alignments while ensuring that formal mechanisms are avoided to maximize
the maneuverability of Indian foreign policy. Multi-alignment will ensure a continuation of dialogue
among countries, even when tensions are high, so that they may find at least one security area where
dialogue may be possible. This trajectory in Indian foreign policy is likely to remain for the
near future.

India’s simultaneous engagement with the Quad and the SCO must be interpreted in this light. India’s
active engagement with both the SCO and the Quad is viewed as the coupling of its historical
non-alignment tendencies: (assuaging Russia while tilting towards the U.S.) with the need to contain
China. It is expected that India will have to continue following its “zig-zag” course, balancing its
historical friendship with Russia, American demands, and strategic necessities in the neighborhood
and beyond. Defense pacts and military drills with the U.S., Russia and others are expected to contin-
ue, to seize maximum opportunities from its relations with global powers. India’s new strategy of
engaging the Russian “Far East” is yet another indication that New Delhi will continue to engage
Moscow in the Asia Pacific despite the latter’s vocal opposition to the Indo-Pacific construct.

New Delhi hopes that the U.S. will continue to be understanding towards the Indian strategy of
engaging Russia in the Eurasian continental sphere in the wake of the U.S.
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withdrawal from Afghanistan and the aggression displayed by China. Strategic analysts in New
Delhi believe that, at the end of the day, it would help both Washington and New Delhi if India’s
engagement of Russia in the region could create potential rifts between Moscow and Beijing.'%

Russia remains central to explaining India’s membership in the SCO. Russia, a traditional partner of
India, remains its biggest supplier of defense equipment. In addition, even as Russia-Pakistan
relations improve, unlike China, Russia is unlikely to support Pakistan against India. Membership in
the SCO allows India to be part of this regional grouping where India can rely on Russia to keep
China and Pakistan in check, carry out its multi-alignment policy, and assuage Russia’s concerns
about Indid’s tilt towards the U.S. In addition, Central Asia is traditionally Russia’s sphere of influence
where it has stakes in not letting the region completely slip into China’s hands.

In the context of the Russia-Ukraine war, India has found itself in a tight spot. Having had to make
the difficult choice of either condemning Russia—and supporting the economic sanctions being put
in place by the western liberal order—or securing its own interests shaped by defense dependencies
and geostrategic needs, India has until now played its cards well. It seems that India’s current
calibrated response is a function of managing the threat from China and India’s continental
anxieties, through a close relationship with Russia. As the pressure on India increases to condemn
Russian excesses in the current conflict, India might have to find innovative options to stand its
ground. However, in the near-term, India is unlikely to completely cut ties with Russia. While the
existing process of reducing dependencies on Russian defense equipment may be hastened, this
again would not mean that India will start looking at Russia as a parich state or demote its
importance in its own strategic calculations vis-a-vis Central Asia and China.

In many ways, India’s ties with the U.S. and the Quad on one hand, and Russia on the other, are not
mutually exclusive where the pursuit of one is detrimental to the other. In the longer run, it may even
prove to be in the interest of the Quad that India continues to engage with Russia. Not only will it act
as a counterweight to Russia’s closer embrace of China, but also provide the space for Russia to
hedge against increasing Chinese dominance in Central Asia, traditionally Russia’s sphere of
influence.

The U.S. withdrawal from the region (Afghanistan) and the return of the Taliban in Afghanistan will
bring India and Russia closer. In an unfriendly neighborhood populated by China, Pakistan, and to
some extent, Iran and Taliban-led Afghanistan, the only country New Delhi can turn to is Russia. This
realization is likely to drive Russia-India relations in the months and years ahead.

Indian strategic thinkers believe that China saw India’s membership of the SCO as an opportunity to
entangle India in a regional grouping which could either incentivize India to stay away from
anti-China groupings or be used to isolate India by castigating its closeness to extra-regional
powers. For India, increased coordination with Russia at the SCO has remained key to avoiding such
entang|ement.

China had intended that the SCO emerge as an alternative regional arrangement where
it could develop an image of a “responsible major power” and build a regional order
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carrying along multiple regional countries rather than bank only upon regular partners to undermine
U.S. supremacy in the region.

By stressing the fact that the SCO is a forum where different political values can co-exist in the pursuit
of common goals, China wants to project those shared values are not essential for successful
international organizations and normalize deep engagement with nations that are not liberal
democracies. This feature of the SCO is perhaps the most significant. Post U.S. withdrawal from
Afghanistan, the role of the SCO has increased immensely. Both China and Russia, along with
Central Asian countries, can engage the Taliban and maximize their interests in the region. Similarly,
it remains to be seen how Iran’s membership of the SCO plays out against the backdrop of renewed
negotiations on the Joint Comprehensive Plan of Action (JCPOA).

Notwithstanding the fact that China has mostly maintained a highly beneficial economic-centric
approach at the SCO, the forum is heavily influenced by China’s centrality, and has helped China
exclude extra-regional states, particularly the U.S. China has been able to achieve all this while
making sure that its relations with Russia have grown.

However, China has started to focus more on security and has used the SCO’s counterterrorism focus
to further its security interests, arms trade, and to some extent expeditionary capabilities in Central
Asia. Such overtures, though enacted on a bilateral level, give China a free hand under the SCO’s
charter. This is a major outcome for China, and its benefits have only just begun to appear, especially
as the influence and credibility of the Russian-led Commonwealth of Independent States (CIS) and the
Collective Security Treaty Organization (CSTO) are waning.

The future of the SCO looks bright from China’s perspective. The initiation of the China-Central Asia
Dialogue, the India-Central Asia Dialogue, and the revival of the RIC may indicate a weakened
SCO. However, the fact that both India and China can maximize their options vis-a-vis countries in
Central Asia on a bilateral level speaks to the real value of the SCO. This grouping therefore has
helped establish a framework, supported by some core values, that has managed conflict among
smaller Central Asian countries, and ensured that the competition for influence among larger
member states remains peaceful. While this framework makes it possible for countries like India to

maximize their existing outreach to Central Asia, the real and immediate benefits have mostly been
for China.

Notwithstanding the general state of India-China relations, the SCO will continue to prosper. lts
mandate is infentionally limited to encourage cooperation at the bilateral level. This is likely to
continue. The most crucial element for the SCO’s future is the state of bilateral relations between
Russia and China. Until these two members view their interests as overlapping vis-a-vis the U.S., and
can manage their differences amicably, the SCO is likely to remain on its present trajectory.
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