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1
INTRODUCTION

Since the election of Narendra Modi as Prime Minister in May 2014, the
ever turbulent Middle East, especially the Persian Gulf region, has been
receiving considerable political, diplomatic, strategic, economic, and hence
media attention in the country. Since the days of Prime Minister Jawaharlal
Nehru, foreign policy has been the domain and prerogative of the Prime
Minister, and Narendra Modi has added his personal touch to it. Through
his active role, often accompanied by popular engagements with the
overseas Indian communities loosely termed as the Indian diaspora, he has
brought new focus to India’s approach towards the hydrocarbon-rich Persian
Gulf region. Rather than seeing the large Indian expatriate community
merely as workers earning their livelihoods abroad, the Modi government
looks at them as a socio-cultural bridge between the Indian homeland and
offshore. An effective use of this strategy should enable India to tap and
expand its economic relations with the outside world and, in the process,
secure political influence. At the same time, the Gulf region is undergoing
far reaching changes and transformation which would continue to affect
the direction and contours of Indo-Gulf relations during 2015 and 2016, the
focus of this volume. For example, the nuclear deal, which was the crowning
moment for the eight-year long Obama presidency, also rattled many Arab
capitals who felt let down despite their long and unflinching support for
Washington.

Strategic Scenario
Since 2013, the religious extremist and xenophobic Islamic State, popularly
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known as Daesh in the Arab world and Islamic State of Iraq and Syria (ISIS)
by the international community, has emerged as the major challenge to the
already fragile political order in the Middle East. 1 Far from being an
ideological fringe, it has transformed into a territorial entity, controlling vast
swathes of area across Iraq and Syria where the central authorities have
been under attack and unable to govern. Angered over the sudden
marginalisation in the wake of the post-Saddam political order in Iraq, Sunni
extremists as well as former Ba’athist sympathizers galvanized towards the
call by Abu Musab al-Zarqawi, and this took a concrete shape in October
2006 in the form of Islamic State of Iraq and eventually led to Abu Bakr alBaghdadi declaring the formation of Islamic Caliphate in June 2014.2 Before
long, this transformed into a political entity capable of shouldering some of
the basic functions of state such as administrative control, levying of taxes,
preparation of budget, education, and other welfare measures.3
In the past, state failures have resulted in the emergence of Islamist nonstate actors in the region who began shouldering social welfare activities.
The ISIS is different in two aspects. Though territorial, it does not respect
the Westphalian notion of state boundaries but is committed to the
traditional Islamic notion of ummah, a community of Muslim believers living
under one political rule. More importantly, the ISIS is far more radical and
extremist than some of the Islamist groups that have emerged since the mid20th century. With the exception of the Taliban in Afghanistan, even though
these groups also adopted an extremist position towards the West and the
non-Muslim “other” (for example, Syed Qutb termed the West as
“backward”, “rubbish heap”, “hollow and worthless”, called Jews “evil”
and Christians “deviant”)4, they did not ‘control’ a state or territories, and
hence their harmful effects were limited.
However, the limited territorial control of the ISIS in Iraq and Syria, does
not limit its wider regional and international appeal. According to Hussein
Solomon, in some form or another, the ISIS is present and active in as many
as 17 countries in the Middle East, Europe, Asia, and Africa.5 If one includes
sympathizers of the cause espoused by the group, an estimated 80,000
persons, mostly youth, can be identified as its members. Since 2014, ISIS or
its affiliates have claimed responsibility for a number of terror attacks in
Belgium, Britain, France, Germany, Turkey, Saudi Arabia, Afghanistan, etc.
Writing within the Jordanian context, one study has observed that:
...many Jordanian fighters come from middle-class backgrounds. In
2013, a Jordanian Air Force captain from a well-known family defected
to join [the] Nusra Front; he was later killed fighting for the Islamic
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State. Last fall, a Member of Parliament’s son was killed driving an IS
car bomb. Finally, ground zero for Salafist-jihadi recruitment is no
longer the impoverished southern town of Ma’an, but instead northern
cities like Irbid and Salt. These more modernized cities barely resemble
the tribal backwaters assumed to embrace extremist ideologies. Their
youths targeted by Salafist-jihadi recruiters often have private-sector
jobs and have seldom faced real destitution.

However, these youths share something else in common—a sense of
desperation permeating their lives. They have lost faith in the government’s
ability to fix the economy, provide services, and induce pride in citizenship.
Their turn to religion is a deliberate one, motivated by a desire to find
meaning and purpose. This is the resounding theme in interviews with jailed
IS affiliates and other radical Islamists in Jordanian prisons.6 This is equally
valid for other countries in the region and beyond.
The ISIS phenomenon poses a new type of challenge to India. Since 2015,
the media has been reporting that a small but growing number of Muslims,
largely youths but in some cases young families as well, are being attracted
towards the ISIS. Some have gone beyond sharing its ideology, and
volunteered to fight for the Islamic State; a few have become recruiting
agents through social media networks. In either case, the number is
extremely small: a few dozens, in a country of over 150 million Muslims.
The most disturbing aspect is the external-domestic linkage, especially the
influence of ISIS upon the expatriate Indian community in the Gulf countries.
Until recently, the non-political nature of the Indian community has often
been hailed, and described as one of the reasons behind the continuous flow
of Indians to the Gulf countries. This narrative has been dented by the arrest
and extradition of Abdul Wahid Siddibapa by the UAE authorities in May
2016,7 and the deportation of many others from UAE and other Gulf
Cooperation Council (GCC) countries.8 As will be discussed, this largely
explains the inclusion of a number of security-related understandings in
India’s engagements with key countries along the Persian Gulf, especially
the UAE and Saudi Arabia.
The common threats posed by the ISIS and its appeal among the youth
of different countries have proved to be insufficient to bring about a
collective response. On 17 December 2015, the UN Security Council
unanimously adopted Resolution 2253 that called on states to work towards
rooting out terrorism through asset freeze, travel ban, arms embargo, and
enhanced vigilance.9 This, however, did not lead to a collective international
response. Due to conflicting national interests, there are three distinct
international coalitions against the ISIS: a predominantly western coalition
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of nine countries headed by the US;10 a counter coalition of four countries
headed by Russia;11 and an Islamic coalition of 34 countries headed by Saudi
Arabia.12 Interestingly, each of these coalitions includes and excludes key
countries of the Middle East due to their different and differing national
interests.
Two, for a long time, the succession question has dominated the future
of some Gulf monarchies. The deteriorating health of Sultan Qaboos has
caused anxieties in Oman over the future direction of the sultanate. Ever
since seizing power from his father in a bloodless palace coup in 1970, the
Sultan has navigated the country with dexterity, foresight, and politicoeconomic independence. Unlike much richer neighbours, Sultan Qaboos has
religiously guarded his regional autonomy from Saudi Arabia by adopting
independent positions on various issues affecting the region, such as Camp
David Accords, Islamic Revolution, Iran-Iraq war, and the isolation of Iran
over the nuclear controversy. Not having an heir or publicly declared
successor, the fate of the Emirate continues to be a major concern, especially
in the light of his long medical treatment in Germany during 2014–15, and
his not appearing in public since November 2016.
However, the period under discussion in this volume, saw a relatively
smooth transition in Saudi Arabia. Upon the death of King Abdullah, his
half-brother and Crown Prince Salman ascended the throne in January 2015.
Prince Muqrin, who was made Second Deputy Prime Minister by King
Abdullah in March 2014 was quickly elevated as the new Crown Prince but
this arrangement did not last long. Upon the ‘resignation’ of Muqrin in April
2015, King Salman named his son Mohammed as Second Deputy Prime
Minister while making Mohammed bin-Nayef the Crown Prince. Thus, for
the first time in the history of the Kingdom, the Crown Prince and his deputy
belong to the third generation—that is, the grandsons— of the founder King
Ibn Saud. Being the son of the King and Defence Minister, Mohammed binSalman has emerged more powerful than the Crown Prince since January
2015, and has been the architect of the new pace of economic reforms.
Through his Vision 203013 unveiled in April 2016, the young prince seeks to
reorient the tax-free cradle-to-grave social welfare arrangement by gradually
levying taxes, first on the expatriate community and gradually upon the
citizens. Through a host of measures, he seeks to end the oil component of
the economy by 2020 and, in the process, limit Saudi dependence upon the
foreign workforce.14
Three, the popular protests—which began in Tunisia in December 2010—
continue to dominate the regional political landscape. However, with the
exception of Yemen, the Arab states along the Persian Gulf have largely
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weathered the Arab Spring and its adverse effects. The Gulf monarchs settled
for popular co-option through financial largesse to blunt the demands for
political reforms. Since 2011, Saudi rulers have announced several rounds
of financial benefits totalling more than US$ 100 billion. Upon becoming
King, Salman announced financial bonuses,15 and similar financial benefits
were given earlier by Abdullah in February 2011.16 However, the situation
in Bahrain, continues to deteriorate, with a growing number of arrests,
prosecution, public restrictions, and even the stripping of citizenship.
Four, regional upheavals have brought about internal tensions among
the GCC member-states. The Qatari support for the Egyptian Islamists,
especially towards the deposed President Mohammed Morsi, has angered
al-Saud, and contributed to a temporary breach of diplomatic relations in
2014 when Saudi Arabia, Bahrain, and the UAE withdrew their Ambassadors
from Doha.17 While Oman did not join hands with this Saudi-led move,
Kuwait sought to mediate. Even though the three ambassadors returned to
Doha in December 2014, tensions continued.
The Saudi-led military offensive against Yemen, Operation Decisive Storm
(March–April 2014) and Operation Restoring Hope (April 2015–present) also
highlighted the differences within the GCC. While Saudi Arabia blamed Iran
for the Yemeni crisis, Oman continued to maintain its neutrality, partly due
to its traditional policy of regional autonomy and partly due to closer ties
with Iran. Other GCC countries joined the Saudi-led military offensive that
was launched on 26 March 2015. However, due to mounting military
casualties, the UAE announced its withdrawal from the Yemeni operation
and pulled out its soldiers in June 2016.
Furthermore, the Saudi-led military campaign in Yemen in support of
the beleaguered President Abdrabbuh Mansur Hadi has proved to be costly
and destructive. From March 2015 until December 2016, an estimated 10,000
Yemenis, mostly civilians, were killed; 40,000 were wounded; and 3 million
were internally displaced.18 A number of heritage sites recognised by the
UNESCO were destroyed in the air campaign, and there were periodic
popular protests in the country against the Saudi-led war, which was also
supported by the US through technical assistance and air support.19
Five, the period under review also witnessed a continuing tension
between the two regional rivals, Iran and Saudi Arabia. The nuclear deal
concluded in Geneva in July 2015, only increased their mutual anxiety,
distrust, and animosity. It intensified the sectarian tension in the form of
increased violence in Iraq and Yemen and, to a lesser extent, in Syria.
Perceived Iranian involvement in internal Arab affairs, especially in areas
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which Riyadh considers as its domain, namely Bahrain and Yemen, led to
war of words between the two,20 and was partly responsible for the
prolonged violence in Yemen and the absence of a political solution in
Bahrain.
At one level, the Joint Comprehensive Plan of Action (JCPOA) signed
in Geneva in July 2015, between Iran and the P5+1 countries, closed a
decade-long controversy over the Iranian nuclear programme. It put an end
to periodic speculations about a possible military solution.21 Though the
agreement provides for a stringent verification mechanism, everyone was
not happy, especially Israel and Saudi Arabia. Both felt that, in a hurry to
reach a political settlement, President Barack Obama ignored their security
concerns, and reoriented American policy in the Gulf. Driven by slow
economic growth domestically and unpopularity in the region, the US was
not in a position to be confrontationist vis-à-vis Iran, and hence some
countries fear that Washington accommodated Iran at the cost of its
traditional Arab allies.22 The Saudi reservation vis-à-vis JCPOA manifested
in two ways: low-level diplomatic contacts with Israel,23 and overwhelming
support for Donald Trump who was elected President in November 2016.24
It was no accident that President Trump chose Riyadh as his maiden foreign
visit in May 2017.
Six, the oil prices—which had reached US$ 60 per barrel in December
2014—continue to fall, and dropped to US$ 50 per barrel in December 2016
primarily due to slow growth of the global economy and energy alternatives.
The emergence of the US as a net exporter of oil in November 2016 was
accompanied by a greater American reluctance to ensure the energy security
of its European allies without burden sharing, a prominent theme during
President Trump’s election campaign.25 As a result, the Geneva agreement
did not bring about a financial windfall that the Iranians were hoping for.
The removal of some international sanctions in January 2016 and the
unfreezing of some assets by the US brought some relief. The falling oil prices
were compounded by increased Iraqi production, which reached the pre2003 levels, and undermined the anticipated recovery of the Iranian
economy.
Falling oil prices also affected the oil-rich Gulf Arab countries which
faced huge budget deficits. For the first time in their history, all the GCC
countries were forced to introduce, albeit on a limited scale, a small portion
of taxes to meet budgetary deficits. Countries like Saudi Arabia have
imposed certain limits on the overseas remittances by its expatriate
workers,26 and are seeking to reduce the share of oil in their economies
through diversification and tax revenue.27 With limited oil resources, Bahrain
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resorted to reducing subsidies on key issues such as water, electricity, and
fuel.28 Countries like Saudi Arabia and Kuwait were forced to dip into their
sovereign wealth to bridge current account deficits.29 As a result, oil-poor
countries like Bahrain are becoming increasingly dependent upon the
economic largesse of their richer neighbours. These are unchartered waters
for the GCC countries whose citizens have been accustomed to subsidized
welfare arrangements, especially since the early 1970s.
Thus, regional tensions, the sectarian divide, continuing civil war in Iraq
and Yemen, Arab-Persian political rivalry and, above all, falling oil prices
marked 2015 and 2016. How did India navigate these challenges? Before
going into specifics, it is essential to look at some of the significant changes
that are taking place at the political level.

Bridging the Gulf
It took Prime Minister Modi nearly 15 months to make his maiden visit to
the Middle East when he chose the UAE as his first destination in August
2015. Coming days after Indian Independence Day, this visit signalled a new
page in Indo-Gulf relations. Given the regional tensions, rivalries, and the
sectarian divide, Abu Dhabi appeared to be the most neutral and hence least
controversial port of call. Any other destination might have evoked
unwanted criticism.
The visit also highlighted certain key features of India’s new
engagements with the region. First, the visit marked the end of prolonged
Indian indifference towards the Middle East, including the Persian Gulf
region. Periodic rhetoric of the Gulf being India’s ‘extended neighbourhood’30
was accompanied by limited high-level political engagements, and the
perpetuation of transactional relations without geostrategic contents. Indeed,
since the outbreak of the popular protests in many Arab states, visits by
Indian leaders to the wider Middle East have been minimal.
From December 2010 (when the Arab Spring broke out) until August
2015 (the visit of the Prime Minister to the UAE), India’s political
engagements were confined to the two non-Arab Islamic countries of the
Middle East: namely, Iran and Turkey. Prime Minister Manmohan Singh’s
visit to Tehran for the 16th summit meeting of the Non-Aligned Movement
in August 2012 was converted into a state visit. The other political contacts
were the visit to Turkey by President Pranab Mukherjee in October 2013,
and Vice-President Hamid Ansari’s to Iran for the inauguration of the
leadership of President Hasan Rouhani in August 2013. Indeed, the last state
visit from India to the Arab Middle East was by President Pratibha Patil to
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the UAE as well as Syria in November 2010. This was literally days before
the Jasmine Revolution broke out in Tunisia. During the same period, India
hosted President Mahmoud Abbas of Palestine (September 2012), Crown
Prince Salman bin Hamad al-Khalifa of Bahrain (May 2012), President
Mohammed Morsi of Egypt (November 2013), King Hamad bin Isa alKhalifa of Bahrain (February 2014), Crown Prince Salman of Saudi Arabia
(February 2014), and Emir Tamim bin Hamad al-Thani of Qatar (March
2015).
In other words, from November 2010 onwards, there were no visits by
Indian President, Vice-President, or Prime Minister to the entire Arab Middle
East. Political engagements were confined to visits by External Affairs
Ministers or Ministers of State in the MEA. Thus, the first state visit to any
Arab country since November 2010 had to wait until August 2015 when
Prime Minister Modi chose the UAE.
Secondly, even before his visit to the UAE, the Prime Minister set the
tone for a reinvigorated engagement with the Gulf. Indeed, his second
meeting with a foreign dignitary upon becoming Prime Minister was with
Yusuf bin Alawi, the Minister Responsible for Foreign Affairs in Oman whom
he met on 3 June 2014.31 A few months later Modi met the then Crown Prince
Salman of Saudi Arabia during the G-20 meeting in Brisbane in November,
and had another meeting with Salman in the same forum in Antalya in
Turkey in November 2015; but by then, Salman had taken over the reins of
the Kingdom following the death of his half-brother Abdullah a few months
earlier. Continuing with this trend, he met deputy Crown Prince Mohammed
bin-Salman in the Hangzhou G-20 meeting in September 2016.
Thirdly, Modi’s visit to the UAE was a stand-alone one—that is, he did
not add any other country and make it into a regional tour, as has been the
case for many visits in the past. Prime Minister Indira Gandhi, for example,
visited Kuwait and the UAE in 1981; Prime Minister Manmohan Singh
visited Qatar and Oman in November 2008; President Mukherjee visited
Jordan, Palestine, and Israel in October 2015; and Vice-President Ansari
visited Morocco and Tunisia in May–June 2016. At times, visits by External
Affairs Ministers have become region engagements. S. M. Krishna, for
example, visited Israel, Palestine, Jordan, and the UAE during his January
2012 visit to the region. Likewise, Salman Khurshid visited Morocco, Tunisia,
and Sudan in January 2014. Visits to Israel by Jaswant Singh (July 2000)
and Sushma Swaraj (January 2016) also included customary visits to
Ramallah. These arrangements were primarily due to logistical constraints
or compulsions of balancing India’s ties with Israel and Palestine. At the
same time, regional tours by senior Indian leaders tend to dilute the focus
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of the host country. Thus, since his visit to the UAE, all the visits undertaken
by Prime Minister Modi to the region have been stand-alone visits. There
are indications that this would be the case also for his much anticipated
visit to Israel in mid-2017—that is, without the customary visit to Palestine.
Fourthly, if one excludes his visit to Turkey for the G-20 meeting in
November 2014, all the Middle Eastern visits undertaken by the prime
minister were to the Persian Gulf countries. In 2016, he undertook three visits
to Gulf region: namely Saudi Arabia (April), Iran (May), and Qatar (June).
In addition, he met the Saudi rulers during G-20 summits in Brisbane
(November 2014), Anatalya (November 2015), and Hangzhou (September
2016).
Fifthly, unlike the past, security cooperation dominates India’s
engagements with the Persian Gulf states. All the official statements and
communiqués issued at the end of Prime Minister Modi’s visit to the region
have a high emphasis on security cooperation, including counter-terrorism,
cyber security, sea-lanes of communication, anti-piracy measures, terror
financing, money laundering, periodic consultations between security
establishments, intelligence sharing and combating terrorism, extremism,
and radicalism. For example, the joint statement issued at the end of his
UAE visit, identified 31 areas that both the leaders had agreed upon and, of
these, as many as 17 were security related.32 The same holds true for other
countries: nine out of 36 agreed items with Saudi Arabia,33 five out of 12
with Iran,34 and 10 out of 38 with Qatar,35 were security linked. The appointment of the then Mumbai Police Commissioner Ahmad Javed as ambassador
to Saudi Arabia in December 201536 highlights the importance given to
security cooperation with the Kingdom. India’s ongoing engagements with
the Kingdom of Bahrain also have a strong security dimension;37 and the
same holds true for the Hashemite Kingdom of Jordan.38
Six, in the past, military-security cooperation with the Middle Eastern
countries was largely confined to Israel. New Delhi took more than four
decades to normalise relations with the Jewish State; but since 1992, militarysecurity cooperation has emerged as a major component of Indo-Israeli
relations.39 Under Modi, however, the canvas of security cooperation has
expanded, and covers a number of Arab and Islamic countries, especially
along the Persian Gulf, primarily due to the emergence of ISIS and its
radicalizing impact both within and outside the region.
The roots of India’s security-related cooperation with the Gulf countries
dates back to the previous UPA government and, on a few occasions, both
Saudi Arabia and the UAE deported persons wanted by India for various
criminal offenses without much publicity.40 However, the ISIS has brought
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about a new sense of urgency. A small number of Indian expatriates working
in the Gulf, primarily in UAE, Saudi Arabia and Kuwait, were found to be
attracted towards religious extremism propagated by the Islamic Caliphate
through social media networks.41 The cooperation of the Emirati authorities
resulted in the nabbing of several persons in this connection. During 2015
and 2016, about 40 individuals in different parts of India—mostly from
Kerala which sends the maximum number of migrant workers to the Gulf—
were apprehended due to their sympathy for and connections with the ISIS.42
Seven, the attraction that some Indian expatriates feel for religious
extremism is a dangerous trend. Though the size of such sympathizers and
potential recruits is microscopic, one should not examine its lethality merely
through the numbers. Only ten determined terrorists brought down the Twin
Towers on 11 September 2001. Indeed, until recently, some Gulf countries
and their wealthy citizens were providing politico-ideological, financial,
logistical, and even military support to various radical groups and
individuals in the Middle East and beyond. Like individuals, countries are
also slow in learning from their past and, in the process, have created
uncontrollable Frankenstein monsters. The emergence of the ISIS and its
extreme xenophobia towards women, minorities, and sections of the Muslim
population has forced these countries to fight religious extremism. Thus,
for some of the countries in the Gulf, fighting terrorism has become more
an existential necessity than a politico-ideological tool as was the case in
the past. Therefore, it is reasonably accurate to argue that India’s
engagements with the Gulf countries would continue to be dominated by a
strong security component in the years to come.

Economic Relations
India’s economic engagements with the Persian Gulf countries during 2015
and 2016 were dominated by two challenges: continuing global economic
slowdown, and falling oil prices. While the latter meant lesser hydrocarbon
imports, the former meant a considerable drop in foreign trade. Indeed, since
2011–12, India’s total trade has been declining: from being close to US$ 800
billion, it dropped to US$ 758 billion in 2014–15 and reached US$ 642 billion
in 2015–16—that is, slightly more than in 2010–11 when its foreign trade
stood at just over US$ 620 billion. In other words, between 2011–12 and
2015–16, its trade dropped over US$ 150 billion, or by a quarter. Likewise,
oil prices also dropped from the peak of US$ 120 in 2012 to US$ 50 in
December 2016.
The fall in trade as well as in oil prices were reflected in India’s economic
engagement with Persian Gulf countries. The UAE, which for a short period
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remained India’s largest trading partner, has been losing its position since
2012–13 and became the third largest partner after China and the US (see
Table 1.1), followed closely by Saudi Arabia. However, the gap between
India’s trade with the UAE and China has been widening and, during 2015–
16, it was more than US$ 20 billion, with India’s imports from China heavily
titling in favour of the latter. With about US$ 49.7 billion in trade, the UAE
accounts for 7.5 per cent of India’s total foreign trade. Because of the
domination of the energy trade, Persian Gulf countries continue to be among
India’s leading trade partners and, in 2015–16, five countries were among
India’s top 25 trade partners (see Table 1.2); Saudi Arabia was in the fourth
slot; Iraq in the 17th; Qatar in the 19th, and Iran in the 21st. During the same
period, Kuwait was pushed down to the 30th slot while lesser energy
resource countries occupied far lower positions: Oman 40th; Bahrain 65th
and Yemen 93rd.
Table 1.1: India’s Five Largest Trading Partners in 2015–16 (US$ Million)
Country
Exports
Imports
Total Trade
Trade Balance
China
9,010.35
61,706.83
70,717.18
-52,696.48
United States
40,335.82
21,781.39
62,117.21
18,554.44
UAE
30,290.01
19,445.68
49,735.69
10,844.33
Saudi Arabia
6,394.23
20,321.33
26,715.56
-13,927.11
Switzerland
977.17
19,299.49
20,276.66
-18,322.32
Source: Director General of Foreign Trade, New Delhi, at http://commerce.nic.in/eidb/
iecnttopn.asp

Figure 1.1: Exports and Imports with the Five Largest Trading Partners
(2015–16)

Source: Director General of Foreign Trade, New Delhi, http://commerce.nic.in/eidb/
iecnttopn.asp
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Table 1.2: Place of PG Countries among the top 25 Trading Partners of
India during 2015–16
Country

Ranking

Imports
Exports
Total trade
Share
from
to
(in per cent)
UAE
Three
19,445.68
30,290.01
49,735.69
7.73
Saudi Arabia Four
20,321.33
6,394.23
26,715.56
4.15
Iraq
Seventeen
10,837.58
1,004.39
11,841.98
1.84
Qatar
Nineteen
9,022.16
902.04
9,924.20
1.54
Iran
Twenty One
6,278.75
2,781.51
9,060.26
1.41
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 1.2: Exports, Imports, and Ranking of Persian Gulf Countries in
India’s Total Trade (2015–16)

Source: Adapted from Director-General of Foreign Trade, New Delhi, www.dgft.gov.in

In terms of regional partners, the Persian Gulf countries continue to be
India’s largest trading partners; but, at the same time, the decline in foreign
trade and falling oil prices have led to a slight drop in the share of the region
in India’s overall trade. Lower oil prices have contributed to a considerable
fall in India’s imports from the Persian Gulf. From the peak of 29.18 per
cent during 2013–14, they dropped to 24.14 per cent in 2014–15, and to 19.13
per cent in 2015–16 (see Table 1.3). Indeed, this was the first time since the
late 1990s that the share of the Persian Gulf countries in India’s imports
dropped to less than one-fifth. In other words, in 2011–12, India imported
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US$ 133.8 billion worth of goods from the Persian Gulf countries, but this
nearly halved to US$ 72.9 billion during 2015–16.
Table 1.3: Persian Gulf Share in India’s Total Imports (in US$ million)
Year

Total
Imports from
Share
Imports
Persian Gulf
per cent
1996-97
39,132.41
5,225.60
13.35
1997-98
41,484.49
5,182.19
12.49
1998-99
42,388.71
6,252.67
14.75
1999-2000
49,738.06
7,708.73
15.50
2000-01
50,536.45
1,914.12
3.79
2001-02
51,413.28
2,018.62
3.93
2002-03
61,412.14
2,189.82
3.57
2003-04
78,149.11
3,549.26
4.54
2004-05
111,517.43
7,505.67
6.73
2005-06
149,165.73
8,519.55
5.71
2006-07
185,735.24
46,131.24
24.84
2007-08
251,654.01
64,328.98
25.56
2008-09
303,696.31
80,292.24
26.44
2009-10
288,372.88
73,640.76
25.54
2010-11
369,769.13
96,595.68
26.12
2011-12
489,319.49
133,825.28
27.35
2012-13
490,736.65
139,892.75
28.51
2013-14
450,199.78
131,409.63
29.18
2014-15
448,033.40
108,176.01
24.14
2015-16
381,006.62
72,913.69
19.13
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 1.3: Persian Gulf’s Share in India’s Total Imports

Source: Adapted from Director-General of Foreign Trade, New Delhi, www.dgft.gov.in

One notices a corresponding shift in India’s exports to the Persian Gulf
countries, although the margin of change is relatively small. During 2012–
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13, it exported goods worth US$ 57.1 billion to the region; but these declined
to US$ 55.2 in 2014–15 and to US$ 45.8 billion in 2015–16 (see Table 1.4). In
other words, its exports dropped by over US$ 10 billion since 2012–13. At
the same time, in terms of its share, the exports largely remained stable.
During 2012–13, 19.03 per cent of its exports went to the Persian Gulf and
this dropped to 17.48 per cent three years later. Despite these, both in terms
of imports and exports, the Persian Gulf remains India’s largest sub-regional
trading partner.
Table 1.4: Persian Gulf Share in India’s Total Exports (in US$ million)
Year

Total
Exports to
Share in
Exports
Persian Gulf
per cent
1996-97
33,469.95
2,720.03
8.13
1997-98
34,784.98
2,952.81
8.49
1998-99
33,218.72
3,280.56
9.88
1999-2000
36,822.49
3,539.78
9.61
2000-01
44,560.29
4,376.42
9.82
2001-02
43,826.72
4,405.61
10.05
2002-03
52,719.43
5,946.79
11.28
2003-04
63,842.55
8,277.87
12.97
2004-05
83,535.94
11,423.92
13.68
2005-06
103,090.53
13,398.41
13.00
2006-07
126,414.05
19,209.10
15.20
2007-08
163,132.18
25,997.08
15.94
2008-09
185,295.36
35,104.98
18.95
2009-10
178,751.43
33,537.55
18.76
2010-11
251,136.19
50,076.90
19.94
2011-12
305,963.92
48,882.30
15.98
2012-13
300,400.68
57,160.12
19.03
2013-14
314,405.29
55,417.58
17.62
2014-15
310,338.48
55,292.31
17.81
2015-16
262,290.13
45,864.41
17.48
Source: Adapted from Director-General of Foreign Trade, New Delhi, www.dgft.gov.in

Figure 1.4: Persian Gulf’s Share in India’s Total Exports

Source: Adapted from Director-General of Foreign Trade, New Delhi, www.dgft.gov.in

Introduction

15

Today, bilateral trade continues to favour the Persian Gulf countries.
During 2014–15 India imported US$ 108.1 billion worth of goods from the
region, and its exports stood at US$ 55.2 billion. The corresponding figures
for 2015–16 were US$ 72.9 billion and US$ 45.8 billion respectively. The drop
in oil prices, and hence a corresponding decline in imports have had a positive
impact on India’s overall trade deficit. From the high of US$ 190.3 billion in
2012–13, it declined to US$ 137.6 billion in 2014–15 and further to US$ 118.7
billion in 2015–16 (see Table 1.5). Thus, for the first time since 2010–11, the
share of energy imports to trade deficit dropped to less than 90 per cent.
Table 1.5: Trade Deficit-oil Import Linkages
Year

Total
Exports

Total
Imports

Trade
Deficit

Energy
Imports

Per cent of
Oil Imports to
Trade Deficit
1996-97
33,469.95
39,132.41
5,662.46
11,464.60
202.47
1997-98
34,784.98
41,484.49
6,669.51
10,067.75
150.95
1998-99
33,218.72
42,388.71
9,169.99
8,043.19
87.71
1999-2000
36,822.49
49,738.06
12,915.57
14,350.19
111.11
2000-01
44,560.29
50,536.45
5,976.16
17,545.14
293.59
2001-02
43,826.72
51,413.28
7,586.56
15,771.75
207.89
2002-03
52,719.43
61,412.14
8,692.71
19,680.60
226.40
2003-04
63,842.55
78,149.11
14,306.56
22,700.20
158.67
2004-05
83,535.94
111,517.43
27,981.49
34,818.66
124.43
2005-06
103,090.53
149,165.73
46,075.20
50,310.06
109.19
2006-07
126,414.05
185,735.24
59,323.19
61,778.90
104.14
2007-08
163,132.18
251,654.01
88,521.83
86,384.07
97.59
2008-09
185,295.36
303,696.31
118,397.95
103,933.81
87.78
2009-10
178,751.43
288,372.88
109,621.45
96,321.16
87.87
2010-11
251,136.19
369,769.13
118,633.24
115,929.02
97.72
2011-12
305,963.92
489,319.49
183,355.57
172,753.97
94.22
2012-13
300,400.68
490,736.65
190,335.97
181,344.67
95.28
2013-14
314,405.29
450,199.78
135,794.49
181,382.59
133.57
2014-15
310,338.48
448,033.40
137,694.92
156,400.01
113.58
2015-16
262,290.13
381,006.62
118,716.49
96,953.06
81.67
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 1.5: India’s Trade Deficit-Oil Import Linkages

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in
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During 2014–15 and 2015–16, India’s trade deficit with the Persian Gulf
stood at US$ 52.88 billion and US$ 27.05 billion respectively. During 2014–
15 its imports were US$ 108.1 billion while exports stood at US$ 55.2 billion;
the corresponding figure for 2015–16 were US$ 72.9 billion and US$ 45.9
billion, respectively. This gross asymmetry was primarily due to the large
quantity of hydrocarbon imports from the region. India has been importing
more oil and gas than in the past, and it imported 2.32 million metric tons
of oil and gas during 2015–16 as against 2 million metric tons during 2012–
13. This indicates that the imports have been partly aimed at shoring up
strategic reserves that are currently being created by India. It plans to build
a storage capacity for 10 days of supply, which would mean 36.87 million
barrels of energy reserves.
Due to strategic considerations, India has been diversifying its energy
imports. The share of the Persian Gulf countries in its overall energy imports
has come down from about 63 per cent in 2007–08 to about 54.5 per cent in
2014–15 and to 52.59 per cent in 2015–16 (see Table 1.6). Depleting oil
reserves have considerably reduced the share of Bahrain and Oman in India’s
energy imports while Saudi Arabia has been the largest supplier, followed
by Iraq and Kuwait. Despite the nuclear deal and the return of Iran to the
international oil market, payment difficulties continue to hamper IndoIranian oil trade, and hence there is a slight drop in its share.
Figure 1.6: India’s Energy Imports from the Persian Gulf Region

Source: Adapted from Director-General of Foreign Trade, New Delhi, www.dgft.gov.in

1,897.18

Qatar

1,445.39

62.93

54,365.01
86,384.04

2008-09

59.93

62,282.89
103,933.77

745.07

18,386.52
10,317.90

2,890.14

9,193.78
624.70

7,660.78

1,215.37
11,248.63

58.04

55,904.14
96,321.16

1,563.15

15,390.04
6,443.36

4,101.68

7,909.80
2,904.41

6,981.32

248.34
10,362.04

2009-10

57.53

66,688.4
115,929.06

1,722.95

17,932.31
9,398.23

6,060.95

9,729.09
3,293.14

8,954.66

219.19
9,377.88

2010-11

60.81

105,056.26
172,753.97

955.26

28,302.37
15,102.54

11,697.83

15,718.33
2,083.84

18,826.19

605.89
11,764.01

2011-12

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Per cent Persian Gulf
Imports to total Imports

Total Persian Gulf
Total imports

Yemen

17,755.00
7,806.25

7,289.51
688.68

Saudi Arabia
UAE

6,834.57

Kuwait
Oman

599.46
10,048,97

Bahrain
Iran

Iraq

2007-08

Country

58.37

105,859.19
181,344.67

942.00

29,896.53
14,984.68

14,578.34

15,737.46
507.88

19,166.06

329.85
9,716.39

2012-13

58.66

106,400.75
181,382.56

762.62

32,781.57
13,263.35

14,590.81

16,121.78
1,514.11

18,450.33

359.23
8,556.95

2013-14

54.54

85,300.30
156,399.98

516.68

23,212.88
13,509.04

13,415.31

12,228.71
732.51

14,177.22

215.82
7,292.13

2014-15

Table 1.6: India’s Energy Imports from the Persian Gulf Region (in US$ million)

52.59

50,992.26
96,953.02

0.01

15,177.91
7,912.80

7,942.43

4,059.61
584.67

10,759.19

94.07
4,461.57

2015-16
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The drop in the overall share in India’s energy imports does not reflect
the role the Persian Gulf countries occupy in India’s overall energy needs.
Since the late 1990s when detailed data became widely available, the Persian
Gulf countries have been among the top five energy suppliers of India (see
Table 1.7). Notwithstanding the continuing internal violence, since 2011–12
Iraq has emerged as its second largest supplier after Saudi Arabia. Nigeria,
indeed, is the only non-Gulf country among India’s top five energy suppliers.
Table 1.7: Top Five Energy Suppliers
Year

First

Second

Third

Fourth

Fifth

1996-97

Nigeria

Saudi Arabia

UAE

Kuwait

Australia

1997-98
1998-99

Saudi Arabia
Saudi Arabia

Nigeria
Kuwait

Australia
Nigeria

Kuwait
UAE

UAE
Australia

1999-00

Nigeria

Saudi Arabia

UAE

Kuwait

Iran

2006-07
2007-08

Saudi Arabia
Saudi Arabia

Nigeria
Iran

Iran
UAE

Kuwait
Nigeria

Iraq
Kuwait

2008-09

Saudi Arabia

Iran

UAE

Kuwait

Nigeria

2009-10
2010-11

Saudi Arabia
Saudi Arabia

Iran
Nigeria

Kuwait
Kuwait

Nigeria
UAE

Iraq
Iran

2011-12

Saudi Arabia

Iraq

Kuwait

UAE

Nigeria

2012-13
2013-14

Saudi Arabia
Saudi Arabia

Iraq
Iraq

Kuwait
Kuwait

UAE
Qatar

Qatar
Nigeria

2014-15

Saudi Arabia

Iraq

Nigeria

UAE

Qatar

2015-16
Saudi Arabia
Iraq
Nigeria
Qatar
Source: Director-General of Foreign Trade, New Delhi, www.dgft.gov.in
Note: Non-Gulf suppliers are identified in italics.

UAE

A significant portion of India’s energy imports are also export-oriented.
In 2000–01, India exported US$ 1.9 billion worth of energy products and,
since then, this has been gradually increasing. In 2007–08 this reached US$
29 billion, and to US$ 64.6 billion in 2013–14. Due to the global economic
slowdown, it dropped to US$ 57.6 billion in 2014–15 and to US$ 31.2 billion
in 2015–16. Thus, its share dropped from 20.67 per cent in 2012–13 to 11.9
per cent during 2015–16 (see Table 1.8).
The overall decline in energy in India’s imports as well as exports is
reflected in the drop in the share of energy in India’s overall foreign trade
(see Table 1.9). During 2012–13, over 30 per cent of its trade was linked to
energy, and this declined to 28.22 per cent in 2014–15 and to 19.96 per cent
in 2015–16. Nevertheless, energy still makes up nearly a fifth of India’s total
imports and exports.
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Table 1.8: Share of Oil-products in India’s Exports (in US$ million)
Year

Total exports

Energy exports

Share
in per cent

1996-97

33,469.95

516.43

1.54

1997-98
1998-99

34,784.98
33,218.72

394.52
141.08

1.13
0.42

1999-2000

36,822.49

90.87

0.25

2000-01
2001-02

44,560.29
43,826.72

1,930.99
2,182.94

4.33
4.98

2002-03

52,719.43

2,707.24

5.13

2003-04
2004-05

63,842.55
83,535.94

3,734.32
7,140.39

5.85
8.55

2005-06

103,090.53

11,866.60

11.51

2006-07
2007-08

126,414.05
163,132.18

18,859.48
29,085.48

14.92
17.83

2008-09

185,295.36

28,437.14

15.35

2009-10
2010-11

178,751.43
251,136.19

29,036.29
42,610.74

16.24
16.97

2011-12

305,963.92

57,391.93

18.76

2012-13
2013-14

300,400.68
314,405.30

62,105.50
64,685.27

20.67
20.57

2014-15
2015-16

310,338.48
262,290.13

57,619.99
31,231.49

18.56
11.9

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 1.7: Share of Oil Products in India’s Exports

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in
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Table 1.9: Share of Energy in India’s Total Foreign Trade (in US$ million)
Year

Total
Energy
Energy
Total oil
Percentage of
trade
exports
imports
oil trade
1996-97
72,602.36
516.43
11,464.60
11,981.03
6.06
1997-98
76,269.47
394.52
10,067.75
10,462.27
13.74
1998-99
75,607.43
141.08
8,043.19
8,184.27
10.85
1999-2000
86,560.55
90.87
14,350.19
14,441.06
16.70
2000-01
95,096.74
1,930.99
17,545.14
19,476.13
20.50
2001-02
95,240.00
2,182.94
15,771.75
17,954.69
18.87
2002-03
114,131.57
2,707.24
19,680.60
22,387.84
19.63
2003-04
141,991.66
3,734.32
22,700.20
26,434.52
18.63
2004-05
195,053.37
7,140.39
34,818.66
41,959.05
22.00
2005-06
252,256.26
11,866.60
50,310.06
62,176.66
26.71
2006-07
312,149.29
18,859.48
61,778.90
80,638.38
25.83
2007-08
414,786.19
29,085.48
86,384.07
115,469.55
27.84
2008-09
488,991.67
28,437.14
103,933.81
132,370.95
27.07
2009-10
467,124.31
29,036.29
96,321.16
125,357.45
26.84
2010-11
620,905.32
42,610.74
115,929.02
158,419.95
25.51
2011-12
795,283.41
57,391.93
172,753.97
230,145.90
28.94
2012-13
791,137.33
62,105.50
181,344.67
243,450.17
30.77
2013-14
764,594.22
64,685.27
181,382.56
246,067.83
32.18
2014-15
758,301.08
57,619.99
156,399.98
214,019.97
28.22
2015-16
642,094.55
31,231.49
96,953.02
128,184.51
19.96
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 1.8: Share of Energy in India’s Total Foreign Trade

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in
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The Persian Gulf countries account for a substantial portion of known
oil (see Table 1.10) and natural gas (see Table 1.11) reserves in the world.
Because of the low cost of production and logistical considerations, the
region will continue to be of vital importance to India. Even if strategic
considerations compel India to diversity its energy suppliers, India’s growth
story will remain intrinsically linked to the Persian Gulf region.
Table 1.10: Oil Reserves
Country

Thousand million barrels
(at the end of 2015)

Share of global
total %

R/P ratio

Iran

157.8

9.3

110.3

Iraq
Kuwait

143.1
101.5

8.4
6.0

97.2
89.8

Oman

5.3

0.3

15.3

25.7
266.6

1.5
15.7

37.1
60.8

97.8

5.8

68.7

Yemen
3.0
0.2
Source: BP Statistical Review of World Energy, June 2016.

176.5

Qatar
Saudi Arabia
UAE

Figure 1.9: Persian Gulf Share of Oil

Source: BP Statistical Review of World Energy, June 2016.
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Table 1.11: Natural Gas Reserves
Country

Trillion
Trillion
Share of global
R/P ratio
cubic metres
cubic feet
total %
(at the end
(at the end
of 2015)
of 2015)
Bahrain
0.2
6.1
0.1
11.1
Iran
34.0
1,201.4
18.2
176.8
Iraq
3.7
130.5
2.0
More than 500 years
Kuwait
1.8
63.0
1.0
119.1
Oman
0.7
24.3
0.4
19.7
Qatar
24.5
866.2
13.1
135.2
Saudi Arabia
8.3
294.0
4.5
78.2
UAE
6.1
215.1
3.3
109.2
Yemen
0.3
9.4
0.1
100.0
Source: BP Statistical Review of World Energy, June 2016.

Energy supplies from the Persian Gulf are closely linked to the large
Indian expatriate labour force working in the oil-rich Arab countries. The
Middle Eastern region dominates Indian regulations concerning labour
migration. As per the existing norm, the ECR is mandatory “only to those
possessing educational qualification below Class-X”, and this category of
workers could be employed as unskilled or semi-skilled workers. Until 2006,
ECR was required for labour migrants to 153 countries, but this was
gradually pruned. Since August 2008, the ECR requirement applies only to
17 countries; of them, 13 are located in the Middle East, and include all the
eight Arab countries of the Gulf. Only Iran is missing from the ECR category
as it is not an attractive destination for Gulf migration from India (see Table
1.12).
Table 1.12: List of Countries Requiring ECR for Indian Migrant Labour
Global
Afghanistan
Indonesia
Malaysia
Thailand

Middle East Countries
Jordan
Lebanon
Libya
Sudan
Syria

Persian Gulf Countries
Bahrain
Iraq
Kuwait
Oman
Qatar
Saudi Arabia
UAE
Yemen
Source: Ministry of Overseas Indian Affairs, Annual Report 2014–15

As highlighted in Table 1.13, Saudi Arabia continues to be the most
favoured destination for Indian workers; this is followed by the UAE,
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Kuwait, and Qatar. The ECR data is available only until 2014 before the
Indian government issued a travel advisory to Yemen. There are still a
number of Indians currently working in that country, despite the civil war
and after 4,741 persons were brought home in 2015 under Operation Rahat.43
Table 1.13: ECR Issued
Country
Bahrain
Iraq
Kuwait
Oman
Qatar
Saudi Arabia
UAE
Yemen
Total Gulf
Gulf Share (%)
Total ECR

2008

2009

2010

2011

2012

2013

2014

31,924
35,562
89,659
82,937
228,406
349,827
492
786,883
92.79
847,994

17,541
42,091
74,963
46,292
281,110
130,302
421
592,720
97.13
610,270

15,101
390
37,667
105,807
45,752
275,172
130,910
208
611,007
95.27
641,355

14,323
1,177
45,149
73,819
41,710
289,297
138,861
29
604,365
96.46
626,565

20,150
917
55,868
84,384
63,096
357,503
141,138
0
725,068
97.06
747,041

17,269
6,577
70,072
63,398
78,367
354,169
202,016
3
791,871
96.97
816,655

14,220
3,054
80,419
51,318
75,935
329,937
224,033
4
778,920
96.77
804,878

Source: Ministry of Overseas Indian Affairs, Annual Report 2014–15, p.50.

Figure 1.10: ECR Issued

Source: Ministry of Overseas Indian Affairs, Annual Report 2014–15, p.50.

There are no accurate figures on the actual number of Indian workers
in the Gulf Arab countries. Current estimates suggest that there are around
8.5 million Indians in the GCC countries, with over 3 million in Saudi
Arabia—the largest Indian expatriate population in the world.44 This is
followed by the UAE, with about 2.8 million Indian workers.45 There are

Persian Gulf 2016-17

24

about 923,000 in Kuwait, 316,000 in Bahrain, 600,000 in Qatar, and 796,000
in Oman.46 Even war-torn Yemen has an estimated 10,000 Indians;47 this is
so despite the evacuation carried out by the government which brought
home over 4,500 in March–April 2015.48 According to a population study,
Indian workers comprised the largest share of residency visas in
Kuwait in 2011, while Indian expatriates currently constitute almost
50 percent of all foreign workers in the private sector in Oman. In
2014, Indian migrants had the largest share of migrants in the UAE,
totalling nearly 3.1 million (excluding undocumented cases).49

Falling oil prices, domestic restiveness due to youth unemployment, the
growing demand for women empowerment, and for jobs in the Gulf
countries would have a long-term impact upon the size and composition of
the Indian expatriate worker. For example, the Nitaqat policy introduced
by Saudi Arabia in June 2011 resulted in the return of 141,301 Indian workers
during 2012–13.50 Similarly, there were 36,000 returnees from Kuwait in 2013.
Due to the global economic slowdown, remittances to India also dropped.
According to the World Bank, during 2015 and 2016, India received US$
68.91 billion and US$ 62.75 billion respectively in the form of remittances
from its overseas population, and the bulk of this came from the Gulf Arab
countries.51

Challenges
Notwithstanding the growing importance given to the region since Narendra
Modi became Prime Minister, it is possible to identity three broad issues
which would undermine India’s relations with the Persian Gulf countries.
These are largely economic. One, during his visit to the UAE in August 2015,
Prime Minister Modi and Emirati Crown Prince Muhammad bin Zayed alNahyan agreed, among other things, to work towards a US$ 75 billion IndiaUAE Infrastructure Investment Fund.52 More than a year later, no progress
seems to have been made; and when India hosted the Crown Prince in
January 2017 as the Chief Guest of the Republic Day celebrations, there were
no announcements regarding Emirati investments in India. This is primarily
because Indian corporations, public or private, are not in position to absorb
such a large investment. Their size and scale are still small, and are not
commensurate to large investments.
Secondly, sovereign investors from the Gulf are not confident of, or are
afraid of, the long gestation period needed in India. In recent years, some
of Gulf investments have been overturned by the judiciary. For example,
Etisalat invested US$ 750 million in the telecom industry, but was forced to
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pull out of India following the 2G scam and the overturning of the licenses
by the Supreme Court in 2012.53 Some of the large-scale highway projects
are also in crisis after the judiciary cancelled agreements regarding toll-roads.
Thus, infrastructure projects which can absorb heavy investments do not
evoke the necessary confidence among Gulf Arab investors. The government
has to evolve a credible, hurdle and hassle free roadmap if it is to attract a
fraction of the US$ 75 billion visualized during Prime Minister Modi’s
meeting with the Emirati leadership.
Three, besides trade, energy, and expatriate components, the Gulf
countries have become a major transportation hub for Indian travellers.
Currently, there are about 300 weekly flights between India and Gulf Arab
destinations. National carriers like Qatar Air and Emirates have expanded
their presence in India, and Etihad has partnered with Jet Airways with 24
per cent equity.54 Qatar Air is planning a domestic low-cost airliner for the
Indian market.55 In recent years, Saudia has overtaken Air India, and caters
to a large portion of hajj-related travel. Due to severe competition from Gulf
carriers, Royal Jordanian which in the past catered to Indians travelling to
Europe and the US has ceased its operations in India since 2014. Global
network, wide-ranging connectivity, and competitive costs have resulted in
Arab carriers becoming attractive options for Indian travellers. No doubt
this would further undermine the financial viability and hence long-term
survival of Air India.

Looking Ahead
Until recently, the Persian Gulf region did not receive adequate attention
within India. If Indian officials have given lip service to its importance, the
academic and strategic community have avoided a sustained understanding
of the region and its complexities. No doubt periodic cycles of violence and
the plight of Indians in crisis situations drew media attention; however,
otherwise this focus has largely been a passing cloud. South Asia continues
to be a major preoccupation of the Indian intelligentsia that is not prepared
to look at the challenges and opportunities available in the Persian Gulf
region.
There is, however, some fresh air since Modi was elected; he is also not
averse to using the internationally recognised and regionally accepted
expression ‘Middle East’ to refer to this region. Even diplomats, who once
served in the region, are no longer enamoured by the archaic expression
‘West Asia’ which evokes disapproval in the region.
With the purpose of generating a serious, nuanced, scholarly, and nonpartisan understanding of the region and its complexities, the Middle East
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Institute (MEI@ND) was founded in October 2010 as a private academic
initiative. Since then, it has undertaken a number of academic and outreach
activities, including Contemporary Review of the Middle East published by Sage
(India).
The Persian Gulf Series, inaugurated in 2012, is another such endeavour.
The primary Indian interest in the Middle East lies in the Gulf region and,
given its political, strategic, economic, energy, cultural, and social
importance, the MEI@ND has initiated this Series to closely follow, detail,
and assess bilateral relations annually. The inaugural issue was published
through Kindle;56 Sage (India) published the subsequent Persian Gulf 201357
and Persian Gulf 2014.58 The Persian Gulf 2015 was published by Smashword.59
The current volume “Persian Gulf 2016–17” deals with bilateral
developments during 2015 and 2016. At the suggestion of our valued friend
and well-wisher Commodore Uday Bhaskar, we have included exclusive
chapters on the relations between China, Pakistan, Russia, and the US and
the Persian Gulf region.
Regarding the nomenclatures, the MEI@ND prefers ‘Persian Gulf’ to
other expressions merely because of its historic nature. If there can be a body
of water called the Arabian Sea, none should object to the Persian Gulf;
moreover, the term ‘Persian Gulf’ does not denote Iranian ownership of the
said waters.
Three notes of caution. Trade figures put out by the Director General of
Foreign Trade in India for a current year are often revised in the following
year, and hence there could be a slight discrepancy. For example, the trade
figures for 2012–13 would be different in Persian Gulf 2014 and Persian Gulf
2015. Two, references to internet websites (URLs) were accurate at the time
of writing; the authors or publisher are not responsible for URLs that may
have expired or changed since the manuscript was finalized. And three, the
key information at the beginning of country chapters are taken from data
provided by following agencies: CIA, The World Factbook, at https://
www.cia.gov/library/publications/the-world-factbook/; UN Human
Development Report, Statistics, at http://hdr.undp.org/en/statistics/;
United States Commission on Religious Freedom, US Department of State;
Annual Report 2015; Briefs on Foreign Relations, Ministry of External Affairs,
Government of India; and the BP Statistical Review of World Energy June
2016.
Like the previous volumes, Persian Gulf 2016-17 is the result of a team
of young researchers who are associated with or well-wishers of the
MEI@ND. As the editor of this Series, the co-editor of this volume, and as
the Honorary Director of the MEI@ND, I record my sincere gratitude to
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them. Special thanks are reserved for Md. Muddassir Quamar and Manjari
Singh for their delicate skills in improving earlier drafts, and for Divya
Malhotra who prepared the figures and diagrams. I am thankful to Preeti
Singh for her meticulous editing.
All work for this volume would not be possible without the help and
support of the IDSA, especially its Director General, Jayant Prasad, for his
commitment to encouraging young scholars and for joining hands with the
MEI in bringing out this volume.
With great personal gratitude, I am dedicating the fifth volume in the
Series to the doyen of the strategic studies in the country, the late
K. Subramanyam. All omissions and commissions are mine. And mine alone.
P. R. Kumaraswamy

New Delhi
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BAHRAIN
Manjari Singh

Key Information
Ruling family: al-Khalifa; Ruler: King Hamad bin Isa al-Khalifa (since 6
March 1999); Crown Prince: Prince Salman bin Hamad bin Isa al-Khalifa
(since 9 March 1999); National Day: 16 December; Parliament: 40-member
Nominated Consultative Council and 40-member Elected Chamber of
Deputies; Last Parliamentary Election: 22 November 2014; Major group
in Parliament: Independents (Shia Opposition boycotted); National Carrier:
Gulf Air.

Socio-Economic Indicators
Area: 760 sq km; Population: 1.37 million; Native: 46 per cent; Expats: 54
per cent; Religious Groups: Citizens (Muslims: 98–99 per cent (Shia 60–65
per cent and Sunni 30–35 per cent)); Resident (Muslim 70 per cent; Christian
14.5 per cent; Hindu 10 per cent; Buddhist 2.5 per cent; Jewish 0.5 per cent;
and Others 2 per cent); Youth: 15.76 per cent; Population growth rate: 2.33
per cent; Life expectancy at birth: 78.9 years; Major population groups:
Bahraini 46 per cent; Asian 45.5 per cent; other Arabs 4.7 per cent; African
1.6 per cent; European 1 per cent; Others 1.2 per cent (2010 est.); Literacy
rate: 95.7 per cent; National Currency: Bahraini Dinar (BHD); GDP: US$
31.82 billion (2015); Foreign Trade: US$ 20.06 billion; Defence budget: 4.2
per cent of GDP (2014); Sovereign Wealth Fund: US$ 10.6 billion; External
Debt: US$ 21.16 billion; Per capita income: US$ 50,300; Oil reserves: 100
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million bbl; Gas reserves: 92.03 billion m³; HDI rank: 45; Infant Mortality
Rate: 9.2/1,000 live births; UN Education Index: 0.714; Gender Inequality
Index: 0.265; Labour Force: 809,700; Unemployment rate: 4.1 per cent; Total
Urban Population: 88.8 per cent; Rate of Urbanization: 1.71 per cent; Last
National Census: 2010.

India Related
Indian Cultural Centre: None; Number of Indians: 350,000 (approximately);
Number of places of worship for Indians: 1 Temple, 5 Churches and 6
Gurudwaras; Indian Schools: Seven; Indian Banks: State Bank of India (2),
Bank of Baroda (1), Canara Bank (1), ICICI Bank (1) and HDFC Bank (1);
Currency exchange rate: 1 BHD = INR 176.80 (Feb 2017); Last visit to India
by the ruler: March 2014; Last Indian Prime Minister to visit: None since
1947.
***
The domestic situation in Bahrain continues to be tense due to the unrest
among the Shia majority1 starting 2011, and the subsequent government
crackdown. Accusations of human rights violations and the prohibition of
political opposition have led to the Freedom House retaining its
characterisation of the country as “not free”, with freedom rating of 6.5 on
a scale of 10.2 The demographic component of the country primarily involves
two regional powers: namely, Iran and Saudi Arabia. With only limited oil
reserves to its credit, the Kingdom is heavily dependent upon Saudi Arabia
for political as well as economic support. In the light of the re-entry of Iran
into the international oil market following the lifting of the nuclear
controversy-related sanctions as well as falling oil prices, Bahrain faces an
economic crisis. This, in turn, has pushed the country towards a desperate
diversification drive in 2015 and 2016, when it decided to nurture the tourism
sector as the major source of economy.3
Under these challenging circumstances, a study of India’s relations with
Bahrain during the period under review is important. Since 2014, under the
NDA government, New Delhi has increased its politico-economic
engagements with Manama.4 What has been the reason behind this sudden
change in New Delhi’s attitude? Is trade with Bahrain not a feasible option
for India? With a sizeable expatriate population in the Kingdom, what has
been India’s strategy during crises situations in Bahrain? Should the need
arise, is India ready for the evacuation of a huge number of its citizens?
This chapter tries to delve into these questions, and attempts to highlight
the challenges and opportunities for India in Bahrain.

Bahrain
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Domestic Developments
A constitutional monarchy, Bahrain is ruled by the Sunni al-Khalifa family.
The al-Khalifa came to Bahrain in 1783, and were able to capture a Persiancontrolled garrison in the island and have ruled the country since then. In
1830, Bahrain signed a treaty that made it a British Protectorate, and it gained
full independence on 15 August 1971.5 When it comes to domestic policies
and issues, the ruling family is divided into two blocs. The reformist bloc
comprises of King Hamad himself, Crown Prince Salman, the Deputy Prime
Minister Muhammad, and Foreign Minister Khalid. The anti-reformist bloc
comprises of Bahrain’s Prime Minister and the King’s uncle Khalifa bin
Salman al-Khalifa, the Minister of the Royal Court Khalid bin Ahmad bin
Salman, and his brother and Bahrain Defence Force (BDF) Commander
Khalifa bin Ahmad bin al-Khalifa.6 Together, the latter brothers are known
as “Khawalids”, and are opposed to any compromise with the Shia
population. Moreover, they have allies, and exercise control over security,
intelligence, and the judiciary—the major sectors of Bahrain. This internal
division within the ruling family has become a major stumbling block in
the way of reforms and that is why most of the reforms suggested by the
King and Crown Prince since 20117 never took off. The Prime Minister is an
octogenarian, but is still very active politically, and has a strong hold on
Bahrain’s internal dimensions. Thus, scholars are of the opinion that
substantial reforms with respect to the Shias in the country can happen only
after him.8
The Arab Spring protests sweeping the Middle East did not spare
Bahrain, with protests and demonstrations against the ruling family and
the government being held since February–March 2011. The regime
responded with a massive crackdown with the help of Saudi Arabia and,
since then, the situation has not improved. Periodically, the opposition takes
to the streets, with commoners protesting and demanding equal rights, and
in response, the regime resorts to crackdowns, detentions, persecutions, and
occasional executions. The imprisonment of opposition leaders, clerics, and
human rights activists has become routine. The failure in implementing most
of the recommendations suggested in the Bahrain Independent Commission
of Inquiry (BICI) of November 20119 has aggravated the tension between
the regime and the majority population.10 The parliamentary election, held
in November 2014, was boycotted by major opposition blocs—such as the
Al-Wefaq—owing to mistreatment, corruption charges, and the
gerrymandering of constituencies to favour Sunni candidates. Thus, there
are only six Shia law-makers in a parliament of 80 members.11 Detention,
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the revocation of citizenship, and the mistreatment of detainees have
intensified.12
A Human Rights Watch report noted that, in 2015, many cases of torture
of political detainees came to light, with methods such as “electric shocks,
prolonged suspension in painful positions, severe beatings, threats to rape
and kill, forced standing, exposure to extreme cold, and abuse of sexual
nature” were commonly practiced.13 On 20 January 2015, a Bahraini court
sentenced Nabeel Rajab, a human rights activist, to six months imprisonment
for his social media comments made against the regime in 2014. He was
imprisoned in April that year. On 16 June, the Al Wefaq leader Sheikh Ali
Salman was given a four-year prison term. A few days later, after serving
imprisonment for four years, activist and former leader of the secular
opposition society Wa’ad, was released only to be rearrested on 12 July.14
Apart from the imprisonment of renowned voices from the opposition,
activists and individuals associated with non-governmental bodies, a
number of cases of the revocation of nationality also came to light. As per
the amendments made in the citizenship law No. 21 made in July 2014, the
interior ministry, along with cabinet approval, can revoke the citizenship of
any person who, “helps or engages in the service of an enemy country” or
who “causes damage to the interest of the Kingdom or has committed a
disloyal action against the Kingdom.”15 Based on this law, on 31 January
2015, the authorities revoked the citizenship of 72 people, which included
individuals such as former parliamentarians, doctors, politicians, human
rights activists, and several individuals for allegedly joining the Islamic State
of Iraq and Syria (ISIS).16
Owing to domestic unrest and a sharp decline in oil prices, the economy
of Bahrain has been severely affected, and a visible fall has been evident
since mid-2014. However, with the diversification of its economy, the country
has been able to pay most of its bills to an extent. In 2016, Bahrain’s economy
grew by 3 per cent due to the “encouraging performance” by the non-oil
sector. 17 Hydrocarbon exports still account for about 80 per cent of
government revenues. Most of it consists of oil exports from the Abu Safa
Field which the country shares with Saudi Arabia; the field has a production
capacity of 300,000 barrels per day.18 Bahrain’s oil and gas reserves are the
lowest among the Gulf Cooperation Council (GCC) states, and are estimated
at 210 million barrels and 5.3 trillion cubic feet, respectively. Indeed, the fall
in oil prices since 2014 has caused Bahrain to cut subsidies provided to its
citizenry as part of a rentier state welfare system.19 To address its fiscal
deficits, subsidies have been cut for some fuels such as kerosene (regarded
as poor person’s fuel) and some food items primarily meat (which is
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comparatively cheaper in Arab countries compared to cereals and proteins,
and hence consumed widely by the poorer sections of society). This move
has primarily affected the Shias as well as the expatriate population in the
country; it affects the relatively richer Sunnis less.
The financial crisis has further contributed to a lack of implementation
of the government’s initiative to provide low-income housing. In January
2016, because of a further drop in oil prices, the government cut subsidies
on gasoline, thereby raising the price by 60 per cent.20 The other items which
saw the slashing of subsidies in 2016 are kerosene and diesel; natural gas
for industrial users; food items; and water and electricity.21 In 2014, the Food
and Agricultural Organization (FAO) declared Bahrain the world’s most
“water poorest” country, and subsidy cuts on such a wide range of
commodities directly affected the poorest of poor in a big way.22
Partly to overcome the situation, Bahrain is investing in the banking
and financial sectors that together comprise 25.5 per cent of the GDP.23 Based
on the economic freedom index of the American think tank, the Heritage
Foundation, the country is ranked at 44th in the world, its economic freedom
score is 68.5, whereas world average stands at 60.9 and regional average is
at 61.9. Bahrain is categorised as “moderately free” in its economy.24
According to the Heritage Foundation, despite regional and domestic
challenges, Bahrain continues to be a business and financial hub in the
Middle East, and high levels of international trade and investment in the
country are sustained by a competitive and efficient regulatory environment.
In the regulatory efficiency section, Bahrain’s Business, Labour, and
Monetary freedom stands at 69.4, 78.7 and 80.7 per cent respectively, wherein
business and labour freedom have declined over a period of time; in the
Open market section, trade, investment, and financial freedom stands at
82.8, 75 and 80 per cent respectively, and all the categories are increasing
over the period.25
In July 2015, Bahrain passed its budget for 2015 and 2016; it was
described by the Bahrain’s Minister of Finance, Sheikh Ahmed bin
Mohammed al-Khalifa, as the “most difficult budget” in the past 12 years.
He was quoted as saying that the more the country borrows, the more its
currency gets lower; and thus, it should learn to live in whatever it has,
and it should spend according to the country’s capability. This may be a
subtle hint suggesting more subsidy cuts in the future. It is also a reminder
that since Bahrain does not have huge financial reserves, it has less room to
manoeuvre.26 The budget spending was calculated at US$ 9.47 billion for
2015 and US$ 9.86 billion for 2016; while the deficit was forecast at US$
3.89 billion and US$ 4.13 billion for 2015 and 2016, respectively.27
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However, contrary to this, according to data issued by Bahrain’s major
financial body, the Economic Development Board (EDB), in July 2016 the
country’s economy expanded by 4.5 per cent year-on-year, which is regarded
as the best rate of increase since 2014. While the oil sectors contributed about
12.4 per cent of this growth, the non-oil sectors, mainly services and
construction, drove the growth by 2.7 per cent. The social sectors—which
include education and health—expanded by 8.4 per cent, and construction
and financial services by 5.4 and 31 per cent, respectively. According to the
Chief Executive of EDB, Khalid al-Rumaihi, these results underline that
Bahrain would soon recover from its losses in these times of a challenging
global economy, and that this is good news for the country. He pointed out
that this would reflect the strength of the fundamental factors responsible
for such growth, and would have a positive impact of infrastructure
investment.28
The International Monetary Fund’s (IMF) study has a different view. It
reveals that the country’s economy is expected to slow further from 2016
onwards, and is weighed down by weak investors and fiscal adjustments.
According to the study, Bahrain’s fiscal deficit would rise to 19.5 per cent of
its GDP in 2016 despite the country’s measures to ensure fiscal sustainability.
The country’s revenues were hit by falling oil prices, and its GDP dropped
to 3.2 to 3.3 per cent in 2015–16.29
On religious freedom, Bahrain is more accommodative towards many
faiths such as Christians, Hindus, Jews, and Baha’is. However, its sectarian
treatment is not the same. When it comes to its Shia population, both the
years 2015 and 2016 recorded targeted persecution. For example, in October
2015, experts and officials of the United States Commission on International
Religious Freedom Report found that there was a “pattern” of cultural,
educational, economic, and social discrimination against Shia Muslims.30 It
was apparent that there was excessive use of force and abuse targeting Shia
clerics, and discrimination existed in the educational system, media, public
sector employment, housing, and even in welfare programmes. For instance,
as stated earlier, the provision of low-income housing projects was stopped
in its infancy, and this has largely affected the Shias. They continue to be
interrogated, detained, arrested, convicted, and sentenced to prison on a
number of occasions.
Three such examples are the detention of Al Wefaq party leader Shaikh
Salman, the human rights activist Nabeel Rajab, and the Shia Cleric and
interfaith activist Maytham al-Salman.31 Around 30 Shia mosques were
destroyed in 2011 by the government to quell protests. However, after
pressure from international players and agencies, the government promised
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to rebuild the destroyed mosques. While the government did not meet the
deadline in October 2015, it later announced that 27 mosques have been
rebuilt. Nevertheless, as of February 2016, some sources revealed that only
20 structures were built by the government, of which only 15 are fully
functional, whereas it was the Shia community which had built the
remaining seven mosques but have yet not been reimbursed.32 Controversy
does not end here: of these rebuilt mosques, one of the Shia mosques—the
Mohamad Al Barbaghi mosque—is rebuilt 200 metres away from its original
location. While the government cited security reasons for the shift in location,
the Shia community insists on the sanctity of the original location, and felt
that the mosque cannot, and should not, be shifted.33
Following these developments, in December 2015, the country’s Shura
council approved amendments to the law that governs political societies,
and banned clerics from delivering sermons and practicing religious duties
while also being politically active. Thus, in 2016, there were several
detentions and the imprisonment of Shia clerics. Since June 2016, Bahraini
authorities interrogated, charged, and/or sentenced about 80 Shia clerics,
and imposed travel bans against many.34 In October 2016, it was reported
that the local authorities removed Ashura banners in some locations where
commemorations were taking place and which had resulted in clashes.35
Since public gatherings are not allowed, there have been instances when
protesters have taken to the streets and gathered to discuss political
developments even during funerals. One such example was Hassan Al
Hayki’s funeral procession during which the mourners confronted the
authorities, and shouted anti-government slogans.36
Thus, the domestic situation in Bahrain is uncertain. It has been criticized
time and again by the international community—and many a times even
by the US—for human rights violation and the mistreatment of the majority
Shia population.

Bilateral Relations
In spite of domestic unrests and protests in Bahrain, the slowing of its
economy, and subsidy cuts, India’s relation with the country has been
described as “excellent” by the Indian Ministry of External Affairs (MEA)
in its annual report for 2015–16.37 It highlights a number of bilateral visits,
and the various agendas that have been fruitful in terms of economic
collaborations and trade. Added to these, cultural relations have also
prospered.

38

Persian Gulf 2016-17

Political Relations
A number of Indian official visits to Bahrain took place in 2015 and 2016.
Beginning April 2015, there have been four Indian official visits to Bahrain,
and as many as three from Bahrain to India. On 15–16 April 2015, a
delegation from the Ministry of Overseas Indian Affairs (MOIA) visited
Bahrain for the second Joint Committee meeting on Labour and Manpower
development. As a goodwill gesture, two Indian naval ships—INS Deepak
and INS Talwar—visited Bahrain from 9 to 12 September. On 1 November,
a delegation led by Deputy National Security Advisor, Arvind Gupta, visited
Bahrain to participate in the first institutionalised bilateral security dialogue.
The delegation was also part of the Manama Dialogue taking place at the
same time. On the sidelines of first India-Arab League Ministerial meeting
in Bahrain (23–24 January 2016), an agreement between the two countries
was signed regarding the transfer of ‘sentenced persons.’
From Bahraini side, its Minister of Foreign Affairs, Sheikh Khalid Bin
Ahmed Bin Mohamed al-Khalifa, visited India on 22 February 2015, and
met External Affairs Minister Sushma Swaraj to discuss all the aspects of
the bilateral relationship such as the expansion of cooperation in the fields
of “education, trade, investment and commerce, security and defence
cooperation, exchanges in media sectors and communication” as well as
issues related to Indian expatriates.38 The first Bahrain-India Joint Business
Council meeting was held in New Delhi (28–30 September 2015) wherein
the Bahraini delegation was headed by Khaled al-Amin who hails from the
Bahrain Chamber of Commerce and Industry, and the Indian delegation by
Nitin Joshi from the Federation of Indian Chamber of Commerce and
Industry (FICCI).39 The Bahraini Minister of Interior, Rashid bin Abdulla alKhalifa, made an official visit to New Delhi (1–4 December 2015). During
this meeting, several agreements on “cooperation in combating international
terrorism, transnational organised crimes, and trafficking in illicit, drugs,
narcotic and psychotropic substances and precursor chemicals” were
discussed.40

Economic Relations
India-Bahrain bilateral trade was affected due to the domestic situation in
Bahrain during 2015–16, though it did see a rise in India’s exports to that
country which was slightly more than the 2012–13 levels (See Table 2.1)
Imports from Bahrain were the lowest in the four-year time period from
2011–12 being estimated at just US$ 356.90 million. The total bilateral trade
was slightly higher. However, Bahrain’s share in India’s total trade is
miniscule, and has remained static at 0.16 per cent levels since 2011-12 (See
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Table 2.1). The major non-oil imports from Bahrain comprise materials made
of “aluminium in chips, bars and raw form, materials and medical
equipment made of plastic”; major non-oil exports from India to Bahrain
are parts of machineries, centrifuges, pumps, storage units, and vehicles,
machines, timber and textiles.41
Since much of India’s oil needs are fulfilled by other countries in the
Persian Gulf, Bahrain does not emerge as an important partner in that field
and, owing to the slowing of its economy and the sharp decline in oil prices,
trade in non-oil sectors would be more fruitful for that country.
Table 2.1: India-Bahrain Bilateral Trade (in US$ million)
India’s Exports
India’s Imports
Total bilateral Trade
Share in India’s Total Trade

2011-12
439.99

2012-13
603.47

2013-14
639.36

2014-15
472.98

2015-16
654.14

905.98

664.66

563.24

446.25

356.90

1,345.97
0.17

1,268.93
0.16

1,202.60
0.16

919.23
0.12

1,011.04
0.16

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 2.1: India–Bahrain Bilateral Trade (in US$ million)

Source: Adapted from Director-General of Foreign Trade, New Delhi, www.dgft.gov.in

Energy Relations
In this context, the decline in oil prices have forced India and Bahrain to
lower their oil related trade, and thus 2015-16 saw the lowest oil imports
from Bahrain to India at US$ 94 million, which is nearly seven times lower
than the 2011–12 levels. Nevertheless, India’s total oil imports themselves
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have reduced from US$ 156,400 million in 2014–15 to US$ 96,953 million in
2015–16. This decrease is also reflected in the Bahraini share, and has affected
the proportion of oil related imports from this country which stands at 26.36
per cent in 2015–16, almost half of the last level. Another interesting fact
about the bilateral trade in 2015–16 is that the imports have decreased
drastically from the 2011–12 levels when they were US$ 905 million, to US$
356 million in 2015–16. The reason might be the internal crisis faced by
Bahrain which has impacted its economy and, thus, like other countries in
the world, India does not want to indulge much (see Table 2.2). Of India’s
total energy imports from the Persian Gulf, it is evident that Bahrain’s share
is one of the lowest; Saudi Arabia is the highest, followed by Iraq. In 2015–
16, of its total imports from the Gulf Region, India imported only 0.18 per
cent of its total energy requirements from Bahrain (see Table 2.3).
Table 2.2: Share of Oil in India’s Imports from Bahrain (in US$ million)
Year

Oil Imports
from Bahrain

Total Oil
Imports

Share in Total
Bahraini Oil
Imports

Imports from
Bahrain

Per cent of
Oil in Imports
from Bahrain

2011-12

605.89

172,753.97

0.35

905.98

67.53

2012-13
2013-14

329.85
359.23

181,344.67
181,382.59

0.18
0.20

664.66
563.24

49.63
63.78

2014-15

215.82

156,400.01

0.14

446.25

48.36

2015-16
94.07
96,953.06
0.10
356.90
26.36
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 2.2: Share of Oil in India’s Imports from Bahrain (in US$ million)

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in.
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Table 2.3: India’s Energy Imports from Bahrain (in US$ million)
2011-12

2012-13

2013-14

2014-15

605.89

329.85

359.23

215.82

94.07

172,753.97 181,344.67

181,382.59

156,400.01

96,953.06

Energy Imports from Persian Gulf 105,056.26 105,859.15

106,400.75

85,300.30

50,992.26

Energy Imports from Bahrain
Total Energy Imports

2015-16

Share of Bahrain in Total Energy
Imports

0.35

0.18

0.20

0.14

0.10

Share of Bahrain in Energy Imports
from Persian Gulf

0.58

0.31

0.34

0.25

0.18

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 2.3: Share of Bahrain in Energy Imports from the Persian Gulf

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Cultural Relations
With a 350,000 strong community in a country of about 1.2 million people,
Indians constitute a substantial percentage of the resident population of
Bahrain, and are thus seen as an important component of the country. This
is so not just because they are apolitical but also because they are hardworking, and provide a support system to the rich Bahrainis. Probably this
is reason why, on 19 December 2015, the “Little India in Bahrain” project
was inaugurated to “celebrate and document” the contribution of Indians
to the history and progress of Bahrain over the years. This project is also
seen as a way to boost cultural tourism in the country. Situated in Manama,
and initiated and supported by the Bahrain Authority for Culture and
Antiquities (BACA), the project has beautified historical areas like the
Manama Souq. The launch event was attended by the BACA President,
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Shaikha Mai bint Mohammed al-Khalifa, the Bahraini Minister of Foreign
Affairs Shaikh Khalid bin Ahmed bin Mohammed al-Khalifa, and Indian
External Affairs Minister Sushma Swaraj, along with several Indian religious
figures and Indian expatriates.42
The project incorporates three streets: the Bab Al Bahrain Avenue
(gateway), the Al Tijjar Avenue (which implies traders), and the Al Hadrami
Avenue (the temple road) in the city’s old bazaar with an area of 5,000 square
metres. Its aim is to preserve Bahraini houses, about 14 in number,
constructed with Indian timber. It will also renovate a 200-year old Krishna
temple in the city. The temple is known as the ‘Shrinathji Temple’, and is
owned by the Hindu Bhatia community under the Thattai Hindu Mercantile
Community Association. The inauguration date was deliberately chosen to
coincide with Bahrain’s National Day celebrations, and is also a part of
Bahrain’s declaration of 2015 as the year of heritage.43 According to an
official, it is a rare gesture on the part of the Minister of Foreign Affairs, a
staunch Muslim, to have accompanied his Indian counterpart Sushma
Swaraj to a temple. This shows that the relations between the two countries
are congenial, and the “Little India in Bahrain” project reflects the Bahraini
fondness for Indians.44
However, on this front, everything is not all hunky dory, and reports of
human rights abuse and massive crackdown on its own population do not
bode well for expatriate population and could pose a serious challenge in
case violence spreads and force India to evacuate a large number of its
citizens. Nevertheless, there has been no recorded violence against Indian
expatriates in the country.

Opportunities and Challenges
In the given situation, Bahrain offers less opportunities and more challenges
to India. The issues of counter-terrorism, increase in trade, and the problems
of Indian expatriates only suggest a formal type of engagement from the
Indian side. The lowering of oil prices has led to the decline in the oil trade
between the two countries. Thus, there is need to explore non-conventional
sectors in the relationship between the two countries. While defence ties
and security collaboration are important, India can expand cooperation in
the education and health sectors as also invest in R&D. Banking and
commercial sectors are other areas in which the two countries could do well.
With India’s ‘Make in India’ project under Prime Minister Narendra Modi,
Bahrain can harness a good deal. However, it would first have to address
its domestic problems in order to have India collaborate in such projects
which require considerable investment. Currently, given the declining
economy of Bahrain, this seems to be a far-fetched idea.
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Conclusion
2015 and 2016 have been marked as the year of tension, chaos, violence,
detention, abuse, and the revocation of citizenship for Bahrain. Clearly,
under such circumstances, development has become skewed, and this is
well reflected in the falling economy of the country. Furthermore, Bahrain
has been pressurised by various international players, including its ally the
US and other international agencies, to implement all the 26
recommendations suggested by BICI. Given the domestic situation, falling
oil prices, and regional tensions, India’s engagement with Bahrain is rather
pessimistic, with little political and economic interactions. While political
and economic relations have not flourished at expected levels, cultural ties
in the form of the “Little India in Bahrain” managed to light a little spark in
the two country’s bilateral ties.
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IRAN
Alvite Singh Ningthoujam

Key Information
Ruling Party: Combatant Clergy Association (JÈme’e-ye RowhÈniyyat-e
MobÈrez); Supreme Leader (Wilayat-e-Faqih): Ali Khamenei (since 4 June
1989); President: Hassan Rouhani (since 15 June 2013); National Day:
1 April; Parliament: 290-member Majlis; Last Parliamentary Election: 26
February 2016; Major Group in Parliament: Reformists (coalition led by
Mohammed Khatami; National Carrier: Iran Air.

Socio-Economic Indicators
Area: 1,648,195 sq km; Population: 82.8 million; Native: 100 per cent; Expats:
NA; Religious Groups: Muslim 99.4 per cent (Shia 90–95 per cent; Sunni
5–10 per cent); Zoroastrian, Jewish and Christian 0.3 per cent (2011 est.);
Youth: 16.57 per cent; Population growth rate: 1.18 per cent; Life expectancy
at birth: 71.4 years; Major population groups: Persian 61 per cent; Azeri 16
per cent; Kurd 10 per cent; Lur 6 per cent; Baloch 2 per cent; Arab 2 Per
cent; Turkmen and Turkic tribes 2 per cent; other 1 per cent; Literacy rate:
86.8 per cent; National Currency: Iranian Riyal (IRR); GDP: US$ 412.3
billion; Foreign Trade: US$ 159.64 billion; Defence budget: 4.1 per cent of
GDP; Sovereign Wealth Fund: US$ 62 billion; External Debt: US$ 7.116
billion; Per capita income: US$ 18,100; Oil reserves: 157.8 billion bbl; Gas
reserves: 34.02 trillion m³; HDI rank: 69; Infant Mortality Rate: 37.1 deaths/
1,000 live births; UN Education Index: 0.683; Gender Inequality Index:
0.515; Labour Force: 29.75 million; Unemployment rate: 10.7 per cent; Urban
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Population: 73.4 per cent; Rate of Urbanization: 2.07 per cent; Last National
Census: 2011.

India Related
Indian Cultural Centre: Tehran (inaugurated in 2013); Number of Indians:
700 (approximately); Number of places of worship for Indians: two
Temples; and three Gurudwaras; Indian Schools: one; Indian Banks: State
Bank of India; Currency exchange rate: IRR 1 = 0.0021 INR (Feb 2017); Last
visit to India by ruler: President Mahmoud Ahmadinejad, 29 April 2008;
Last Indian Prime Minister to visit Iran: Prime Minister Narendra Modi,
May 2016.
***
After the signing of the Joint Comprehensive Plan of Action (JCPOA)
between Iran and the P5+1 [the UK, China, France, Russia and the United
States and Germany] in July 2015 and the lifting of some of the nuclearrelated sanctions, it was expected that Indo-Iranian relations would regain
lost momentum and develop faster. However, progress has been slow due
to a variety of factors, including uncertainties about the economic situation
amidst a global drop in international trade. More importantly, the glut in
the international oil market has also ruined the chances of resurgence in
the Iranian economy. This has been a major factor in the lack of serious
economic engagement between India and Iran during 2015 and 2016. The
signing of the trilateral Chabahar Port agreement during Prime Minister
Narendra Modi’s May 2016 visit was the highlight of the bilateral relations
during 2015–16.

Domestic Developments
In 2015 and 2016, under the leadership of President Hassan Rouhani, the
Iranian government made efforts to bring about domestic reforms in the
country. However, major attention was paid to finalising a nuclear
breakthrough with the P5+1. Due to this, many Iranians felt that the
President had neglected basic and fundamental issues related to socioeconomic and political reforms.1 As a result, after the JCPOA was signed in
July 2015, discussions began whether Rouhani would be able to deliver on
the promises he had made, particularly to improve the Iranian economy.
An analyst was of the view that while the Rouhani-led government showed
a visible desire to “liberalize and privatize”, the country’s “moribund
economy and the “possible loosen[ing of] the Islamic Revolutionary Guard
Corps’ (IRGC) chokehold on business”, he became reticent with matters
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related to social and political reforms.2 Although the popularity of the
President increased after the breakthrough, other challenges were
anticipated. One of them was the likely clash between the three centres of
power in the Iranian political system—the Supreme Leader, the President,
and the IRGC3—over domestic reforms and foreign policy approach.
Commenting on the reforms in February 2016, another Iranian analyst
observed that the promises made by Iranian leaders remain largely
unfulfilled.4 After the sanctions were lifted in January 2016, President
Rouhani urged the citizens to reduce their dependence on oil exports and,
instead, focus on reforming the economy; but this in itself looked difficult,
given the problems facing the economy and the reliance on oil.5 This was
primarily because in 2015, due to low oil prices and sanctions, Iran’s revenue
collected from oil exports fell to US$ 18 billion, and the country produced
approximately 2.8 million barrels per day (bpd) in this year.6 The hardliners
still play an important role in the domestic, political and economic policies
and, in late January, the Majlis passed a law promising guaranteed public
trials for “political offences”. This was considered a pragmatic step towards
reform.7
A major highlight of 2016 was the parliamentary election held on 26
February. More than 12,000 candidates, including over 1,200 women,
registered for 290 seats.8 The reformists and moderates won over the
hardliners by winning 42 per cent of the total seats, while the Independents
won roughly 30 per cent.9 A record number of 17 seats were won by women.
Although this victory was not expected to bring a drastic change in overall
policies, they were likely to push for further socio-economic reforms.
Matters relating to women’s rights in Iran continued to dominate
domestic developments. Although President Rouhani urged equal
opportunities for male and female citizens, discrepancies still exist. In March
2015, a United Nations (UN) inspector blamed the Rouhani government for
worsening the conditions of women, particularly limiting their economic
and political opportunities.10 The rate of executions has, reportedly, not
decreased in recent times. On the contrary, Abdolhamid Ahmadi, Iran’s
Deputy Minister for Sports, talked about the approval given by the National
Security Council to a government proposal that women should be allowed
to watch outdoor games.11 In the previous year, a woman was detained for
trying to attend men’s volleyball match. Hence, this was a breakthrough
for a country known for subjugating women’s rights despite their significant
contribution in the 1979 revolution.
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Economy
Since 2006, when the US-led sanctions were imposed over the nuclear
controversy, the Iranian economy was crippled severely and thus, in 2015,
there were high expectations as the country was heading towards a
settlement of the longstanding negotiations over its nuclear programme. An
immediate result which the Iranians anticipated was the unfreezing of an
estimated US$ 100 billion in assets, and the economy reopening for the
foreign investments.12 The International Monetary Fund predicted that the
economy would grow by 2 per cent in 2015.13 The Iranians also expected to
see an improvement in the quality of their lives. However, no economic
benefits were visible. Some of the problems that remained during this year
include stagnation in domestic production, low oil prices, and most
importantly, a high rate of unemployment. For example, the unemployment
rate for the age groups of 15–29 was estimated at 23 per cent, and was seen
as a “worsening crisis”.14
In October 2015, Iran announced a six-month package to revive the
economy with the help of bigger investments and consumer spending.15
Beyond this, the government, with the help of the banking sectors, agreed
to provide credit cards at concessionary rates to enable the easy purchase
of domestically-manufactured items; it also offered financial loans
amounting up to 80 per cent of the value of cars, which could be repaid
within seven years.16 Inflation was down to 15 per cent in mid-2015 while
it had been about 42 per cent in mid-2013. In 2015, the value of exports was
US$ 77,974 million; the value of petroleum exports was US$ 27,308 million,
crude oil exports were 1,1781 barrel per calendar day (bpcd); natural gas
export was 8,541 million cubic meters, and the export of petroleum products
was 514.3 barrels per day (bpd).17
The economy looked better in 2016, with sanctions lifted by Western
powers. The IMF has forecast that Iran’s Gross Domestic Product (GDP) is
likely grow from 4 to 5.5 per cent for the fiscal year beginning from March.18
The obstacles to the growth of the economy are the low oil prices. That said,
by the end of 2016, Iran’s oil revenue touched US$ 24.7 billion, and expected
to reach US$ 41 billion in March 2017.19 President Rouhani wound up the
year by presenting the budget for the next financial year (beginning 21 March
2017), declared that the economy, “will exceed 10 quadrillion rials (US$ 328
billion at an exchange rate of 33,000 rials to the dollar) for the first time in
Iran’s history”.20

Foreign Policy
The year 2015 was regarded as one of the most successful years for Iran,
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particularly for its foreign policy, as its leaders were making unrelenting
efforts to engage with the international community by resolving the nuclear
standoff.21 Along with this, the fight against terrorism and extremism,
especially with the rise of Islamic State of Iraq and Syria (ISIS), became an
important agenda in forging closer ties with the outside world.22
During this year, another direct channel of communication was opened
between the decades-old rivals. In February 2015, as a response to the
diplomatic moves made by the US administration, Iran’s Supreme Leader
Ayatollah Ali Khamenei sent a letter to President Barack Obama. This was
in reply to President Obama’s letter to the Iranian leader in October 2014 in
which the US President suggested a potential cooperation between the two
countries in fighting the ISIS if a nuclear deal was reached.23 A similar
diplomatic effort was made by President Rouhani in late March 2015 by
sending another letter to President Obama and other world leaders who,
with the Iranian counterparts, were negotiating the deal.24 This move by
the Iranian president could be construed as his serious commitment to come
to a mutually acceptable solution to the longstanding nuclear imbroglio. In
September 2015, for the first time, President Obama mentioned that he
would be willing to cooperate with Iran and Russia in bringing an end to
the Syrian crisis. Simultaneously, Mohammad Nahavandian, the Chief of
Staff of the President of Iran, put a pre-condition that this arrangement
would be possible depending on how the US would fulfil its commitments
to lift the sanctions. This gradual bonhomie led to the “historic handshake”
between Obama and Iranian Foreign Minister Javad Zarif on 28 September
at the UN.25
Following the signing of the nuclear deal in July 2015, Iran aspired to
strengthen its relations with other countries in the region, and wanted to
play its role in both regional and global crises, including in Syria, Iraq, Yemen
and Afghanistan. President Rouhani gave importance to improving ties with
the European Union (EU) countries, and visited Italy in January 2016 to
improve economic cooperation and to combat terrorism and extremism. This
was followed by a visit to France in the same month.26 In December 2016,
Iran and Airbus (of France) signed a landmark deal for the purchase of 100
French-made aircraft.27 Further, weeks after the nuclear deal, the British
Embassy in Tehran opened in August 2015, after a gap of four years.
Prior to these developments, Russian President Vladimir Putin went to
Iran in November 2015 and vowed to cement bilateral ties, and to engage
jointly in resolving the ongoing Syrian crisis. Besides enhancing politicaleconomic ties, the two countries also decided to further their military
cooperation, including arms trade.28 Similar was the case with Sino-Iranian
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ties and both countries agreed to augment not only commercial and energy
transactions but also defence ties. In November 2016, an agreement was
signed between Iranian Defence Minister Hossein Dehgan and his Chinese
counterpart, Chang Wanquan, regarding intensive military cooperation,
particularly in training and counterterrorism.29
The 2016 US election was monitored closely by the Iranians. A major
attention was given to the campaign rhetoric of Donald Trump who severely
criticised and considered the 2015 nuclear deal as “suspicious.”30 Trump’s
victory reinforced the stand of the Iranian hardliners who remained opposed
to the idea of bettering their country’s ties with the West, particularly the
US.31 This even led to the debate whether the deal would collapse. Rouhani,
with strong conviction, said that he would not let the deal to be torn apart
by the new US president.32 It is yet to be seen how the Iran-US relations will
develop under the Trump presidency.
On the business front, in December 2016, Boeing signed a deal worth
US$ 16.6 billion for the sale of 80 airplanes to Iran.33 From the above
developments, it seems clear that forging robust economic, military and
political relations has become the top-most priority for Iran following the
nuclear deal.

Military
Iran made progress in its military modernisation and missile development
programmes during 2015–16. This was a trend similar to that which was
prevalent during the years when sanctions were in place. In the budget
ratified by the Majlis in April 2016, there was an increase in the military
budget which stood at US$ 17.1 billion.34
On the missile front, in March 2015, Iran unveiled a domestically
manufactured long-range and cruise missile called Soumar, with a range of
2,000 kilometres (km). Defence Minister Hussein Dehghan considered it a
significant step towards enhancing Iran’s defence and deterrence
capabilities. Much to the dismay of the US, another medium-range ballistic
missile (1,700 kms), Emad, was test-fired in October, and the system is very
similar other missiles such as Qader, Shahab, and Sejjil.35 Such tests were
also conducted in 2016.36 Finally, arms trade with its partners, namely China
and Russia, are likely to grow as Russia delivered its S-300 missile systems
to Iran in October even as this triggered a major concern within other Persian
Gulf countries.
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Bilateral Relations
Political Relations
Political relations between India and Iran during 2015 and 2016 witnessed
noticeable improvement. This happened after the landslide victory of the
Bharatiya Janata Party (BJP) in the May 2014 Lok Sabha elections. During
these two years, there were several high-level official and ministerial visits.
Chabahar port development, joint-efforts to bring stability in Afghanistan,
counterterrorism cooperation, and the enhancement of energy and
commercial relations were some of the important issues that dominated the
political exchanges.
In 2015, one of the earliest visits was undertaken by the Minister for
Shipping and Road Transport and Highways, Nitin Gadkari, on 5–7 May.
This was considered an important visit as India was scaling up its relations
with Iran, particularly to develop the Chabahar port to develop closer ties
with Central Asian countries, especially after it sensed that a nuclear deal
was on the horizon.37 Despite strong caution by the US, Gadkari signed a
Memorandum of Understanding (MoU) worth US$ 195 million to participate
in the Chabahar port development project on 6 May. According to the official
statement,
With the signing of this MoU, Indian and Iranian commercial entities
would now be in a position to commence negotiations towards
finalization of a commercial contract under which Indian firms will
lease two existing berths at the Port and operationalise them as
container and multi-purpose cargo terminals.38

The port would give Afghanistan an alternate access to sea and also enhance
its connectivity with regional and global markets.
Foreign Secretary S. Jaishankar visited Iran on 13-14 June 2015 as part
of regular consultations. As bilateral relations remained hampered due to
prolonged US-imposed sanctions, the visit focused heavily on cementing
ties between the two countries as well as on issues such as port connectivity
and the North-South Transportation Corridor.39 The need to strengthen
political ties with Iran was widely endorsed by many, including former
diplomats and academicians.40
Some of the other high-level political engagements happened on the
sidelines of important international events. On 9 July, marking the first ever
highest political interaction, Prime Minister Narendra Modi met Rouhani
in Ufa as both were attending the Brazil, Russia, India, China, and South
Africa (BRICS) and Shanghai Cooperation Organisation (SCO) summits.
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Amongst the host of issues (including trade, investment and connectivity)
discussed, the rising threat of terrorism found focus as both have similar
concerns about threats evolving from terror organisations such as ISIS. The
deterioration of security order in Iraq and Afghanistan and in the wider
region in the presence of “Takfiri terrorist groups” has been viewed as a
major security challenge by Rouhani.41 In June 2015, Ayatollah Ali Akbar
Nategh Nouri, advisor to the Supreme Leader of Iran and also former
Speaker of Iranian Parliament, was hosted by Chief Minister of Jammu and
Kashmir, Mufti Mohammad Sayeed and discussed means of increasing
cooperation in art and culture, sports, information and technology and
technical education.42
From the Iranian side, its Foreign Minister Javad Zarif visited India
during 2013–14 August. The focus of his conversation with Indian leaders
was strengthening connectivity and increasing oil trade.43 Possibilities to
cooperate in railway projects, the development of the Farzad B gas field,
and multilateral issues such as terrorism, ISIS, as well as the situation in
Yemen, Syria, and Afghanistan were discussed. Notwithstanding this
bonhomie, the Iranian ambassador cautioned that “India should take
advantage of the time before the western countries start making their
investments after the lifting of sanctions in the next 3–5 months.”44 However,
in what could be considered as one impact of the growing political ties, the
Indian government removed Iran from the list of countries which were put
under the restricted visa category.45 On 2 December, an approval for signing
a “visa facilitation for Diplomatic, Official/Service and Ordinary passport
holders” agreement approved given by the Indian cabinet.46 These steps
would not only ease the movement of high-ranking officials but would also
facilitate enhanced people-to-people contacts.
The 18th India-Iran Joint Commission Meeting (JCM) was held in New
Delhi in December 2015, and was co-chaired by External Affairs Minister
Sushma Swawaj and Iran’s Minister of Economic Affairs and Finance Ali
Tayebnia. The Iranian side strongly suggested India’s participation (in both
public and private sectors) in the development of Chabahar Port, the
Chabahar Free Trade Zone (FTZ), and in setting up industrial units in the
FTZ.47
On a similar note, 2016 also witnessed a few landmark political
developments between the two countries. As early as February, India’s
Foreign Secretary and Iranian Deputy Foreign Minister had foreign office
consultations in New Delhi and cogitated on expanding the relations,
particularly economic ties.48 Following the July 2015 nuclear agreement, it
was evident that both countries were keen on uplifting their energy and
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commercial cooperation. This was manifested in the several discussions and
agreements that were signed pertaining to these areas. Amidst this, a major
impetus to the political ties was given by the visit of Swaraj to Iran during
16–17 April. Apart from port connectivity and energy issues, she emphasized
the importance of the trilateral agreement involving India, Iran, and
Afghanistan on the Trade and Transit Corridor through the Chabahar port.
During this visit, Iran also supported India’s desire to join the Ashgabat
Agreement. 49 This is a transport agreement started by Oman, Iran,
Turkmenistan, and Uzbekistan as founding members, and its main objective
is to facilitate the transportation of commodities and goods between Central
Asian countries and the Persian Gulf. Other areas which were highlighted
include the Double Taxation Avoidance Agreement, Bilateral Investment
Protection and Promotion Agreement, and the launch of negotiations on
the Preferential Trade Agreement.50 Both sides also decided to resolve the
longstanding payment imbroglio, and to intensify engagement between the
National Security Council structures.
The biggest breakthrough happened when Modi visited Iran during 22–
23 May 2016. Twelve MoUs or agreements pertaining to socio-cultural ties,
foreign policy, science and technology, port development, maritime
cooperation, transportation, cooperation between archives, and exports were
signed.51 The stand-alone nature of Modi’s visit indicated the importance
being given to this energy-rich country with which India had difficulties in
exploiting maximum potential due to external pressures. Another major
highlight was the signing of the Trilateral Transport and Transit Corridor
agreement involving India, Iran, and Afghanistan which, according to Modi,
“can alter the course of history of this region”, and become a “foundation
of convergence between our three nations.”52 In a bilateral pact with Iran,
India agreed to invest US$ 500 million for port development and other
infrastructure connected with it.53 Although most of the discussions centred
on matters related to commercial trade, connectivity, and infrastructural
development, leaders acknowledged the security challenges deriving from
non-state actors, and agreed to share intelligence and to combat terrorism
robustly. To hasten the process of the trilateral agreements, ministers from
the three countries met in New Delhi in late September 2016.

Economic Relations
Notwithstanding the US-led sanctions, economic relations have remained
a salient feature of Indo-Iranian relations. Besides energy-related
cooperation, both paid significant attention to non-oil trade. The volume of
this trade has been fluctuating as is visible in Table 3.1. In 2012–13, the value
of exports to Iran stood US$ 3.35 billion; it dropped to US$ 2.71 billion in
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2015–16. A similar decline can be seen in India’s imports which stood at
US$ 11.59 billion in 2012–13 but came down to US$ 6.27 billion in 2015–16.
As a result of this, the total volume of the bilateral trade also fell drastically
in 2015–16 to US$ 9.0 billion.
Table 3.1: India-Iran Bilateral Trade (in US$ million)
2011–12

2012–13

2013–14

2014–15

2015–16

India’s Exports to Iran
India’s Imports from Iran

2,411.33
13,790.16

3,351.07
11,594.46

4,971.35
10,307.16

4,175.06
8,955.02

2,718.51
6,278.75

Total bilateral Trade

16,201.48

14,945.53

15,278.51

13,130.08

9,060.26

Share of Iran in India’s total trade
2.04
1.89
2.00
1.73
1.41
Source: Adapted from Director-General of Foreign Trade, New Delhi, and www.dgft.gov.in

Figure 3.1: India-Iran Bilateral Trade (in US$ million)

Source: Adapted from Director-General of Foreign Trade, New Delhi, and www.dgft.gov.in.

The major Indian exports include rice, tea, iron and steel, organic
chemicals, metals, electrical machinery and drugs/pharmaceuticals.54 Import
items (excluding petroleum) include inorganic/organic chemicals, fertilizers,
plastic and articles, edible fruit and nuts, glass and glassware, natural or
cultured pearls, precious and semiprecious stones.
During 2015 and 2016, a heavy traffic of visits of Indians and Iranian
officials from commercial establishments was witnessed between both
countries. India engaged closely with attempting to increase export of
commodities, such as rice, oilseeds, wheat, and medicines, and efforts were
made to set up urea and uranium plants in this Persian Gulf country. In
early 2015, reports of a possible resumption of Indian basmati rice exports
to Iran began to surface from April onwards. Iran is one of the largest
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importers of this rice in recent years and it decided to relax the ban after its
supply in the domestic market eased substantially. Moreover, with the easing
of its economic sanctions, trade in this item looked promising, and in July
2015, both countries even agreed to establish referral labs in India to test
rice consignments which are rejected by Tehran on the grounds of having
high pesticide residue.55 The Iranian government finally lifted the ban in
November. In 2014–15, rice exports to Iran dropped 35 per cent to 935,567
tonnes; but in 2015–16, of the total export of Indian basmati of 4.05 million
tonnes, one million tonnes went to Iran.56
Similarly, tea and medicines are other important trading items. In early
April 2015, India’s Commerce Secretary, Rajeev Kher, visited Tehran to
augment trade in these two commodities. While there is an existing trade
in this area, the value remains modest. Iran acknowledged the potential of
Indian generic drugs, and wanted to increase imports.57 In early December,
an Iranian delegation from the Institute of Standards and Industrial Research
of Iran (ISIRI) and the Health Ministry visited India, and toured a tea estate,
a factory, and the Tocklai Tea Research Station in Jorhat—all in Assam.58
Between January and September 2015, approximately 12.77 million
kilogramme (kg) of tea was exported to Iran as compared to 13 million kg
in 2014.59 In February 2016, a 25-member Indian delegation led by Santosh
Sarang, Chairman Tea Board of India, visited Iran to discuss similar issues
as mentioned earlier.
Other important visits to Iran during 2015 include that of India’s Finance
Secretary Rajiv Mehrishi in July 2015; a nine-member delegation from the
Tata Group in May-June 2015; ASSOCHAM-led 97 Indian companies to
attend Iranian textile exhibition—Irantex—in Tehran in September 2016; and
Federation of Indian Export Organisations (FIEO)-led delegation of 45 Indian
companies to participate in the Tehran Internal Industry Exhibition in
October 2015.60
With regard to fertiliser or urea, which remains an important trade item,
in January 2015, the Indian government proposed fast tracking the setting
up of a fertiliser plant in Iran. State-owned industries—Rashtriya Chemicals
and Fertilisers (RCF), Gujarat Narmada Valley Fertiliser Corporation
(GNFC), and Gujarat State Fertiliser Corporation (GSFC)—will be involved
in setting up this plant.61 This consortium appointed the SBI (State Bank of
India) Capital to identify an Iranian local partner for the joint-venture (JV).
Such a plant would help in meeting India’s growing demand for urea which
is estimated between 30 and 31 million tonnes, while the production capacity
is around 22 million tonnes. Talks for this JV began in 2013, but unresolved
issue for gas pricing have delayed the process. As a result, in late September,
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India was offered natural gas at US$ 2.95 (about Rs. 195) per million British
thermal units (mBtu) for the proposed plant at the Chabahar port.62
In May 2016, Iran’s Bank Pasargad was selected as the local investor,
and the plant is expected to produce 1.3 million tonne of urea annually.63
During this month, delegations from the State Trading Corporation of India
Ltd (STC) and the Federation of India Exporters Organisation (FIEO) visited
Iran to explore economic cooperation in different areas. Indicating progress,
in September 2016, the RCF formed a JV with GNFC and Iran’s Faradast
Energy Falat Company (FALAT) to construct the urea plant.64 The rail sector
is another potential area of cooperation between Iran and India and, in April
2016, the Managing Director of the Islamic Republic of Iran Railways (IRIR),
Mohsen Pour-Seyyed Aqaei, talked about 250,000 tonnes of rails being
purchased from India. As per an agreement, the IRIR would meet five per
cent of the rail cost while the remaining 95 per cent would be provided by
the Indian government.65 This indicated India intensifying its export of steel
to Iran as the latter is working towards connecting different corners—
industrial centres, ports, and cities—through railway networks.

Energy Relations
Energy ties have remained one of the most important pillars of Indo-Iranian
relations. For a prolonged period, the robustness of their cooperation was
mostly identified by the volume of trade in oil and gas. However, for the
last few years, there have been noticeable fluctuations, primarily due to USled sanctions and the difficulties regarding payment mechanisms. India’s
oil imports from Iran dropped to US$ 4.46 billion in 2015–16 from US$ 7.29
billion in 2014–15 (see Tables 3.2 and 3.3). Throughout 2015 and 2016, several
efforts were made to revive cooperation; but there is one sticking point that
is likely to disrupt the purchase of oil and energy —the payment issue. This
is still not completely resolved yet.
Table 3.2: Share of Oil in India’s Imports from Iran (in US$ million)
Year

Oil Imports
from Iran

Total Oil
Imports

Iranian Share
in Total Oil
Imports

Imports
from
Iran

Per cent of Oil
in Imports
from Iran

2011-12

11,764.01

172,753.97

6.81

13,790.16

85.31

2012-13

9,716.39

181,344.67

5.36

11,594.46

83.80

2013-14

8,556.95

181,382.59

4.72

10,307.16

83.02

2014-15

7,292.13

156,400.01

4.66

8,955.02

81.43

2015-16

4,461.57

96,953.06

4.60

6,278.75

71.06

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in
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Figure 3.2: Share of Oil in India’s Imports from Iran

Source: Adapted from Director-General of Foreign Trade, New Delhi, www.dgft.gov.in

Table 3.3: India’s Energy Imports from Iran (in US$ million)
Energy Imports from Iran
Total Energy Imports
Total Energy Imports from
Persian Gulf
Share in Total Energy
Imports (in per cent)

2011–12

2012–13

2013–14

2014–15

11,764.01

9,716.39

8,556.95

7,292.13

4,461.57

172,753.97 181,344.67

181,382.59 156,400.01

96,953.06

105,056.26 105,859.15

106,400.75

85,300.30

50,992.26

4.72

4.66

4.60

6.81

5.36

2015–16

Share in Energy Imports
from Persian Gulf (in per cent)
11.09
9.18
8.04
8.55
8.75
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 3.3: Share of Iran in Energy Imports from the Persian Gulf

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in
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The year 2015 did not begin on a positive note, and in February, India’s
major importers, such as Mangalore Refinery and Petrochemicals Ltd
(MRPL), opted for Iraqi Basra oil replacing Iran’s. This was done mainly to
avoid pressure from external sources.66 To avoid facing sanctions, IOC even
rescheduled its shipment of oil to March and, the import of Iranian crude
oil plummeted to 102,200 bpd, or a decline of 63 per cent from January.67
The cut in imports was due to India wanting to maintain its import at
210,000–220,000 bpd, or about 11 million tonnes, so that it remains in
consonance with one of the conditions of the nuclear deal which urged
Iranian oil clients to retain import equivalent to the levels in 2013.68 Other
Asian buyers, including China, South Korea, and Japan, also cut their share
of imports from Iran. Thus, Iranian crude exports to Asia fell by 23 per cent
during January and February 2015.69
Until early 2015, India owed approximately US$ 8.8 billion for its oil
imports from Iran. Refineries settled 45 per cent of the payments through
deposits in Tehran’s commercial bank account with UCO Bank, while
withholding the remaining 55 per cent. In order to bridge the gap in trade,
India allowed its exporters to opt for non-sanctioned or non-oil items. This
arrangement has been in place since the last few years. Amidst this, the
ONGC showed interest in involving itself in the construction of Farzad B
gas field. This coincided with the efforts of the international powers to
negotiate with Iran over the nuclear controversy. Iran, on the other hand,
was not initially receptive to India’s proposal as it wanted to auction the
field, and doubted the latter’s commitment to make investments.70 As there
was no breakthrough in this regard, negotiations continued in 2016 despite
the April visit of India’s Petroleum Minister Dharmendra Pradhan.71 Iran
appears to be unconvinced with India’s “offer”.72
During mid-2015, signs of progress in the energy trade could be seen as
India’s import of oil rose to its highest level in May when it shipped 367,900
bpd of crude—39 per cent more than that in April. The IOC received about
a million barrels and 207,400 bpd by MRPL.73 Moreover, with the nuclear
deal, India wanted to push for, or revive, the Iran-Pakistan-India gas
pipeline. However, the Associated Chambers of Commerce and Industry
of India (ASSOCHAM) wanted India to bypass Pakistan, and even suggested
signing a Preferential Trade Agreement (PTA) with Iran to increase
merchandise trade.74
In July, the Reserve Bank of India (RBI) agreed to help the refiners clear
the payment dues estimated at US$ 6.5 billion. In the following month, Iran
asked India to pay these dues in three instalments within two months—
partly in rupees and the remaining in either dollars or Euros.75 As a follow
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up, the Indian Finance Secretary asked the refiners to pay US$ 1.4 billion in
dues. Iran needed this to rebuild its economy which was crippled by the
sanctions. The timing of the payment was unclear as India was waiting for
an approval from the Office of Foreign Assets Control (OFAC) of the US
Department of Treasury, and reports surfaced about the payment of US$
700 million between September and October.76 Despite these developments,
fluctuation in Iranian oil imports remained towards the end of 2015; and
by November, India’s imports dropped to 138,100 bpd—a drop of 24 per
cent from the previous month. Thus, from January to November 2015, the
import went down to 206,000 bpd.77 This was primarily due to the payment
issue as both could not find a feasible solution even after the nuclear deal.
Meanwhile, the possibilities of sealing an undersea gas pipeline with India—
a project worth US$ 4.5 billion—was explored by Iran as part of the South
Asian Gas Enterprise (SAGE) pipeline project.78 This 1,400 km pipeline
would enable India to receive gas from Iran through the Oman Sea and the
Arabian Sea, with this infrastructure being utilised by major state-owned
companies, including the Gas Authority of India Ltd (GAIL) and IOC.
During early 2016, officials of both countries gave considerable attention
to streamlining the payment row. In January, they agreed to keep aside the
dollar and, opted for rupee payment instead while settling all outstanding
oil dues. This was seen as a move that would be applicable for future
transactions. The option of the rupee did not last very long as Iran wanted
Indian refineries to clear oil dues in Euros after sanctions were lifted. For
this purpose, Iran was opening or re-activating its Euro accounts with some
Indian banks; IDBI and SBI were approached, and settlements were to be
carried out through the Asian Currency Union (ACU) with the consent of
the RBI.79 Unsettled payment mechanisms received adequate attention,
particularly before Modi’s visit in May and, as a “goodwill gesture”, even
agreed to the Iranian demand for 1.5 per cent interest rate on the US$ 6.5
billion oil dues, a situation arising due to differences in fluctuating foreign
exchange rates.80 This meant that “refiners will clear the past dues as per
the exchange rate prevailing at the time of billing. This means refiners will
pay the amount billed at the time of buying crude oil from Iran plus 1.5 per
cent interest.”81 From June onwards, Indian refineries chose SBI and
Germany’s Europaeisch-Iranische Handelsbank AG (EIH) Bank to facilitate
payment dues. Moreover, Indian refineries were informed that they were
to arrange their own freight as Iran, after the easing of sanctions, ended the
free shipping of crude oil.
Notwithstanding all these hardships, some headway in energy relations
was made. This began with the plan of the National Iranian Gas Exports
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Company (NIGEC) delivering gas to India by constructing the
aforementioned undersea gas pipeline, or the “longest sea pipeline [which]
would link Chabahar port and the state of Gujarat”.82 The estimated cost of
this pipeline is US$ 4.5 billion. India plans to purchase six million barrels
(four million barrels by Bharat Petroleum; two million barrels by MRPL) of
crude from Iran for its “strategic oil reserves.”83 Overall, in 2016, India bought
473,000 bpd of Iranian oil as compared to 208,300 bpd in the previous year.
Thus, Iran became the fourth largest supplier after Saudi Arabia, Iraq, and
Venezuela.84

Military-Security Relations
The Indo-Iranian military-security cooperation is undergoing a gradual
process of renewal but is likely to remain limited. In other words, the nature
of the engagement is going to be concentrated more on naval exercises, the
exchange of information and intelligence gathering, military training, antipiracy, and counter-terrorism cooperation. For the first time after lifting the
sanctions, both the navies conducted exercises in early June 2016 in the Strait
of Hormuz.85 In August 2015 also, an Indian naval delegation paid a fiveday visit to Bandar Abbas port, and interacted with their Iranian
counterparts.86 In the previous month, the Deputy Secretary of the National
Security Council of Iran, Ameer Saeed Iravan, visited India to discuss issues
of bilateral and mutual interest, and met the Foreign Secretary, National
Security Advisor Ajit Doval, and the Deputy National Security Advisor
Arvind Gupta.87
For playing a constructive role in war-ravaged Afghanistan, enhancing
security cooperation has become imperative. Likewise, the Chabahar port
development programme requires considerable cooperation in security
spheres so as to ensure a successful completion of the projects, and for the
smooth conduct of trade and commercial transactions with the Central
Asian Republics (CARs). Counterterrorism is another area where security
cooperation is getting significant attention from both Iran and India. This
is largely due to the ongoing politico-security crisis, particularly in the
Middle East, Afghanistan, and South Asia, where terror groups such as ISIS
have penetrated in different forms—physical and ideological. In almost all
the high-level interactions between Iranian and Indian leadership,
discussions on how to fight this global phenomenon remained on the top
of the agendas.
Thus, counterterrorism is emerging as a salient feature of the ties
between the two countries. During his May visit, Prime Minister Modi
observed:
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We also have shared concerns at the spread of forces of instability,
radicalism and terror in our region. We have agreed to consult closely
and regularly on combating threats of terrorism, radicalism, drug
trafficking and cyber crime. We have also agreed to enhance interaction
between our defence and security institutions on regional and maritime
security.88

Similarly, in August 2015, the Iranian Foreign Minister referred to threats in
Afghanistan coming from ISIS, and sought India’s cooperation in tackling
the menace of extremism and terrorism in the wider region. The visit of the
leader of Iranian Supreme National Security Council (SNSC), Ali Shamkhani
(August 2016), could also be considered as a move to bolster security-related
cooperation.89

Socio-Cultural Relations
India and Iran have immense pride in talking about their civilizational and
historical linkages. This is one aspect of the ties which has remained
unaffected for the last several decades. Significance placed on this was
evident when a MoU between the Indian Council for Cultural Relations and
the Islamic Culture and Relations Organisation of Iran was signed during
Modi’s visit and in his words:
Our historical ties may have seen their share of ups and downs. But,
throughout our partnership has remained a source of boundless
strength for both of us. Time has come for us to regain the past glory of
traditional ties and links.90

In April 2016, Indian Foreign Minister Sushma Swaraj began her Iran journey
by first visiting a Gurudwara in Tehran where she assured the Indian
community that their “problems and grievances” would be discussed with
the Iranian authorities.91 The important role played by the Indians and their
contributions to Iran were acknowledged by her.
Music, art, and culture have also contributed significantly in cementing
the ties between these two countries. In January 2015, renowned Indian
musical maestro A. R. Rahman collaborated on a film by an Iranian director,
Majid Majidi.92 Despite a Fatwa issued by a Mumbai-based Sunni Muslim
Organisation, Raza Academy, describing the film titled Muhammad: the
Messenger of God as “blasphemous” and urging the government to impose
a ban on it, the controversy died out quietly.93
For the last many years, cinema continues to remain a pivotal instrument
that strengthens cultural and people-to-people cooperation. In 2016, Iranian
films were screened in different film festivals held in India, and Daughter,
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directed by Reza Mirkarimi, won the Golden Peacock award at the 47th
International Film Festival of India (IFFI) held in November.94 In the previous
month, Indian audiences watched several Iranian movies as both countries
were commemorating the 60th year of signing their cultural agreements.
The talent of Iranian filmmakers were also exposed during the Dharamshala
International Film Festival (November 2016), and Third Eye Film Festival
(December 2016) in Mumbai.

Conclusion
The nature of bilateral ties during 2015–16 was comprehensive. As was
noticeable, leaders from both countries engaged intensively to strengthen
cooperation in all the fields—economic, political, security, and socio-culture.
Most of the dealings during these two years were largely concentrated on
the development of the Chabahar port. The outcome of this project remains
less than significant since there has been only limited progress on the ground.
Executing all the agreements effectively and without further delays remains
a major challenge for both countries. Despite some of the sanctions being
lifted against Iran, payment issues still remain, leading to irregularities in
the oil and energy trade; this leaves negative impact on the bilateral trade
as well. Both countries need to streamline these issues at the earliest in the
interest of strengthening the bilateral ties. Merely heralding civilisational
links in public forums will be insufficient to improve relations in any
meaningful way.
India cannot afford to have a lackadaisical attitude in its Iran policy as
this would only give further leeway to other countries, including China, to
secure its position in this Persian Gulf nation. India also needs to be mindful
of the fact that the US is likely to emerge as a factor vis-à-vis Iran. Therefore,
India needs to get its bilateral relations with Iran on the right track at the
earliest—that is, much before overburdening itself with commitments and
involvement in other multinational initiatives.
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IRAQ
Premanand Mishra

Key Information
Ruling Party: Dawa Party; President: Fuad Masum (since 24 July 2014);
Prime Minister: Haider al-Abadi (since 8 September 2014); National Day:
14 July; Parliament: 325-member Council of Representatives; Last
Parliamentary Election: 30 April 2014; Major group in Parliament: State
of Law Coalition; National Carrier: Iraqi Airways.

Socio-Economic Indicators
Area: 438,317 sq km; Population: 38.14 million; Native: NA; Expats: NA;
Religious Groups: Muslim 99 per cent (Shia 60–65 per cent; Sunni 32–37
per cent); Christian 0.8 per cent; other 0.2 per cent; Youth: 19.07 per cent;
Population growth rate: 2.87 per cent; Life expectancy at birth: 74.9 years;
Major population groups: Arabs 75–80 per cent; Kurdish 15-20 per cent;
Turkoman, Assyrian, or Other 5 per cent; Literacy rate: 79.7 per cent;
National Currency: Iraqi Dinar (IQD); GDP: US$ 156.3 billion; Foreign
Trade: US$ 87.94 billion; Defence budget: 8.7 per cent of GDP (2014);
Sovereign Wealth Fund: US$ 44.15 billion; External Debt: US$ 68.01 billion;
Per capita income: US$ 16,500; Oil reserves: 143 billion bbl; Gas reserves:
3.158 trillion m³; HDI rank: 121; Infant Mortality Rate: 37.5 deaths/1,000
live birth; UN Education Index: 0.467; Gender Inequality Index: 0.539;
Labour Force: 8.9 million (2010 est.); Unemployment rate: 16 per cent (2012
est.); Urban Population: 69.5 per cent; Rate of Urbanization: 3.01 per cent;
Last National Census: 1997.
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India Related
Indian Cultural Centre: NA; Number of Indians: 17,000 (approximately);
Number of places of worship for Indians: NA; Indian Schools: NA; Indian
Banks: NA; Currency exchange rate: 1 IQD = INR 0.057 (Feb 2017); Last
visit to India by the ruler: Prime Minister Nouri al-Maliki, August 2013;
Last Indian Prime Minister to visit: Indira Gandhi, January 1975.
***
Historically, India and Iraq have shared friendly relations and maintained
strategic cooperation in several areas, most importantly in defence and
security, since the 1980s. Even when Iraq faced serious external criticism
for its invasion of Kuwait and human rights violations, Indian kept a neutral
stance. The relationship underwent a transition after the US-invasion of that
country in March 2003 that led to spiralling sectarian violence. After this,
India has taken time to revive relations. Gradually, the situation has started
to improve, but the rise of ISIS has again disrupted the ties. In the past two
years, India has focussed on the revival of bilateral relations, and is keen
on exploring possibilities for economic partnership as well as in the energy
sector. The visit by the Indian Minister of State for External Affairs, M.J.
Akbar, in August 2016 was an important development, signalling India’s
willingness to enhance bilateral relations.

Domestic Developments
Since the 2003 US-led invasion, the Republic of Iraq has been grappling with
unprecedented crises, internally as well as externally. With the rise of the
Islamic State, the impact of the Syrian civil war and the ensuing
humanitarian crisis, the unresolved Kurdish question, the malice of sectarian
identities and the uncertainty in foreign relations, Iraq is at a crossroads.
The hope for a better Iraq after the 2005 elections—the first since 2003—
withered after the withdrawal of US troops in 2011. Iraq’s overdependence
on oil revenue amidst falling prices brought major challenges. However,
the biggest challenge for Iraq remains how to come back to normalcy amidst
deepening uncertainties, especially the rise of the Islamic State (ISIS).1
Iraq has witnessed major political changes, primarily driven by existing
sectarian divisions (Sunni versus Shia) that became wide open after the deBa’thification programme introduced during the American occupation.2
Even before the rule of Saddam Hussein, Iraqi society was divided. The
change in power dynamics after 2005 only accentuated sectarian and ethnical
fault lines.3 However, the current crisis due to the rise of the ISIS has
impacted Iraq on an unimaginable scale. The ISIS was an outcome of
continuous war and the persistent political instability in Iraq.
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Patrick Cockburn has described the members of the monstrous
organization ISIS as the ‘children of war.’4 Gyorgy Bustin from the UNHM
(United Nations Head of Mission) explains how the ISIS benefitted due to
the current political crisis in Iraq driven by existing political divisions and
chaos.5 The depleting oil prices and the cost of war against IS forces have
brought forth major challenges regarding the maintenance of stability,
especially in a state that is divided between three major groups: the Shias,
the Sunnis, and the Kurds.6
According to the Iraqi Constitution adopted in October 2005 through a
popular vote, the Kurdistan Regional Government (KRG) controls the federal
Kurdistan region of Iraq. The KRG is significant for economic and security
reasons, both for Iraq as well as for the stability of the region amidst the
emergence of ISIS. Kurdistan lies in the oil-rich northern part of the country,
and its security forces have played a key role against ISIS advances.7 The
KRG holds power in only three provinces of the state, but receives a
disproportionate percentage of the national budget. The northern oil fields
are another cause of tensions between the central Iraqi government and
KRG.8

Economy
The current political crisis and the rise of extremism have augmented the
bad situation of the economy. Declining oil prices in both 2015 and 2016,
and the rise of the ISIS insurgency have contributed to a sharp deterioration
of economic activity, and rapidly increased the fiscal and current account
deficits. Considering Iraq’s macroeconomic situation in the medium term,
the economy also largely remained volatile due to price fluctuation in the
oil market. Such challenges for the economy on multiple fronts have had a
negative impact on economic growth, and have led to a further rise in
poverty, vulnerability, and severe unemployment. Private consumption and
investment remain subdued due to an unstable security and political
situation, and a poor business environment.9
According to a World Bank report, in 2015 Iraqi economy saw a positive
growth of 2.9 per cent, and a major contribution came from increase in oil
production. This is significant as the major oil fields have remained out of
the reach of the ISIS.10 The non-oil sector witnessed a steep decline of 14
per cent in 2016, but was expected to recover due to an 11 per cent expected
growth in the oil production. The uncertainty in the price in 2015 and 2016
undermined fiscal and external balances. The fiscal situation largely
remained contested despite huge impetus in government expenditure and
the negative growth of oil revenue. The security question, coupled with
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fluctuation in the economy caused a budget deficit at 13.5 per cent of GDP
in 2015.11 However, the year 2016 saw deterioration in the fiscal deficit, which
reached 12 per cent of the GDP, largely contributed by low oil exports.
To check the volatility in the economy, in early 2016, Iraq received a
sum of US$ 5.34 billion from international financial institutions. The World
Bank gave support by introducing three instalments of financial assistance.
In the first (December 2015) Iraq received US$ 1.2 billion; in the second
(December 2016) it received US$ 1.44 billion; and the last is expected to be
disbursed by December 2017. In the same year, the US also provided US$
2.1 billion for 2016–18 in order to meet the challenges of the humanitarian
crisis.12
In 2016, overall economic growth in Iraq is estimated to have reached
10 per cent due to strong oil production. The security and oil shocks forced
the government to rapidly reduce expenditure which negatively affected
private sector consumption and investment. The non-oil sectors contracted
by 10 per cent in 2015 and 2016. Inflation averaged 0.4 per cent in 2016.13
In terms of oil reserves, Iraq has the third largest in the Middle East—
after Saudi Arabia and Iran—and the fifth largest in the world. It is estimated
to have 143 billion barrels.14 Oil contributes close to 54 per cent of its
economy as well as 99 per cent of its exports, thereby indicating both its
excessive dependence on this commodity as well as a lack of diversity in
the country’s economy. Similarly, 93 per cent the Iraqi fiscal revenue comes
from oil.15 Between 2015 and 2016, the over dependence on oil amidst the
rise of ISIS dented the production of oil. This had a huge impact on the
economy. The limited diversification of the economy had devastating effects.
The tension between Bagdad and KRG over the oil sharing agreement has
damaged exports from northern oil fields. Oil exports in 2015 averaged 3
million barrels per day. Iraq’s oil export needs further boost by oil processing,
pipelines, and more export infrastructure to enable it to reach its economic
potential.16
Oil production in Iraq in 2015—including in the oil fields under the
KRG—was higher than in 2014. It reached almost 0.7 million barrel per day
more oil in 2015, averaging almost 4 million bpd crude oil. In the same year,
Iraq also became the second largest oil producer among Organisation of
the Petroleum Exporting Countries (OPEC). Since the demand decreased
domestically in Iraq, the level of export was augmented for the international
market. The infrastructural changes in the oil production—especially
pipelines, storage facilities, and the overall improvement in the quality of
crude oil—contributed to the increase in production.
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In June 2015, Iraq switched to producing heavy grade crude oil (known
as Basra Heavy Grade) for marketing instead of the light crude oil which
was the traditional source of crude oil production. Before this shift, Iraq had
limited its production in those oil fields producing heavy oils in order to
maintain the minimum standard for the light grade Basra crude oil.17
The Iraqi dilemma over paying dues to international oil companies
(OICs) despite the huge level of production and growth in exports was
largely due to its failure to keep up its share of payments. This eventually
led to reduction in the investment in southern oil fields in 2016. In 2015, the
export revenue of Iraq excluding the KRG dropped by US$ 35 billion as
compared to the previous year. This resulted in economic apprehension
since, according to the International Monetary Fund, crude oil export
revenue in 2014 was over 90 per cent. EIA expects Iraq’s production growth
to remain slow in 2016 because of constraints arising from reduced export
revenue.18
Due to the better export situation from KRG, Iraq received a windfall
gain in 2015. The rapid advance of the self-proclaimed ISIS militants was
the indirect catalyst for an upswing in volumes as the KRG took control of
several fields around Kirkuk. An export deal was struck with the federal
government under its new Prime Minister, Haider al-Abadi.19 In the late
2016, Iraq exported nearly 4.1 million b/d of crude oil.
Besides oil, agriculture is an important component of the Iraqi economy
as a potential driver for growth. Restoring agriculture should be a central
component of reconstruction efforts. While the oil industry dominates Iraq’s
economy, agriculture may have recently employed up to one third of the
population, and has the potential to drive future growth. Agriculture-driven
growth also has the potential to improve food security, increase selfsufficiency in both rural and urban areas.20

Military and Security
Amidst the Syrian conflict and the brutalities perpetrated by the ISIS militia,
Iraq has seen an unprecedented humanitarian crisis. The problems of human
security in the wake of millions of displaced persons, civilian casualties,
and crime against minorities and women are humongous. According to a
report by the United Nations Assistance Mission in Iraq (UNAMI), in the
twenty months period between January 2014 and October 2015, over 50,000
civilian causalities were recorded.21 A Human Rights Watch report covering
the events of 2016 stated that the war zone that erupted due to conflict with
the rise of Islamic State further intensified when the clashes erupted over
Ramadi and Fallujah, and later Mosul as well.22 This whole operation
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throughout the year made for the displacement of almost 45,000 Iraqi people.
According to the UNAMI, in 2016, almost 10,000 people lost their lives due
to airstrikes, heavy explosions, open gunfire, and even suicide bombing. A
2016 International Federation of Journalists report deemed Iraq the deadliest
country in the world for journalists, and a UNICEF report deemed it one of
the deadliest for children.23
President Barack Obama was successful in ending the Operation Iraqi
Freedom24 that started during George Bush’s presidency; but in the wake of
threat from ISIS, the US was forced to send 3,000 American troops for
assisting and training the Iraqi forces. After the commitment from the US,
the international coalition also sent 15,000 additional troops. The air strikes
against the ISIS militias were a significant response from the US. In early
2015, in an interview with Al-Arabiya, Stuart Jones (then the US Ambassador
to Iraq) observed that more than 6,000 ISIS fighters had been killed in Syria
and Iraq.25 More Iraqi civilians were killed in 2015 than in 2010, 2011 and
2012 combined.26 The affected areas were mainly Nineveh, Anbar, and
Baghdad, followed by Salah al-Din and Diyala. These five provinces alone
accounted for 90 per cent of civilians killed in Iraq in 2015 and 2016.27

Bilateral Relations
Traditionally India and Iraq have shared a long history of trade and
commerce, largely comprising spices, textiles, food, and pearls which have
contributed to the richness of the ancient market of Basra. Certain
agricultural practices are common to both. The water buffalo—or what is
better known as the breed of the Southern Iraqi Jamus—was imported to
Iraq from India by the Abbasid emperor Harun al-Rashid. Similarly, under
the British Rule, Indian soldiers and the railway workers have contributed
to upholding security in the region. Apart from this, spiritual movements
in India have been influenced by several spiritual leaders and Sufi saints
from Iraq. Among the prominent leaders are Sheikh Behlul and Hasan alBasri, both of whom had a tremendous impact in India. Similarly, thousands
of Indians annually visit Karbala to pay homage to the shrines of Imam
Hussein and Imam Abbas.28

Political Relations
India has been supportive of Iraq’s post-war reconstruction programme
under UN assistance. In 2003, the Indian Ministry of External Affairs
committed US$ 20 million assistance to Iraq, and a further US$ 10 million
for development programmes in Iraq under the International Reconstruction
Fund Facility for Iraq (IRFFI). India has been supporting Iraq under the
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Indian Technical and Economic Cooperation (ITEC) programme that is
mainly planned to provide training to Iraqi officials.
After a long gap, in August 2016, the Minister of State for External
Affairs, M. J. Akbar, visited Iraq. He met prominent political figures,
including President Fuad Masum, Foreign Minister Ibrahim al-Eshaiqer alJaafari, the President of the Council of Representatives Salim al-Jabouri, and
the National Security Advisor Faleh al-Fayyadh. Both countries share
concerns on terrorism, and the meeting laid the platform for counter
terrorism cooperation. 29 Akbar reiterated India’s commitment and
willingness to safeguard the territorial integrity and stability in Iraq, along
with assuring India’s support for the restructuring of the country. Akbar
also visited Karbala and, apart from meeting the religious leader Nassif
Jaseim Mohammed al-Khattabi, he interacted with several members of the
Indian community.
In May 2016, the Indian Ambassador to Iraq, George Raju, visited
Kurdistan with the proposal to open an Indian Consulate in Erbil. This
received full support and appreciation from the KRG department of Foreign
Relations. The Ambassador expressed India’s desire to partner with both
the people and the leadership in Kurdistan. The announcement was accepted
by Minister Falah Mustafa. Both agreed that this would help in deeper
bilateral co-operation.30

Economic Relations
Bilateral economic relations between India and Iraq were severely hampered
in the aftermath of the 2003 US-led invasion of Iraq. The three largest
suppliers of oil to India have been Saudi Arabia, Iraq, and Iran. Among the
Indian companies, the single largest purchaser of Iraqi crude was the Indian
Oil Corporation (IOC), followed by Hindustan Petroleum Corporation
Limited (HPCL) and Bharat Petroleum Companies Ltd (BPCL). Beside crude
oil, India also purchased raw wool and sulphur from Iraq. Bilateral trade
between the two countries during 2015–16 was US$ 11.84 billion, of which
Indian exports accounted for US$ 1.04 billion and imports for US$ 10.83
billion (see Table 4.1). Indian exports included cereals, iron and steel, meat
products, pharma products, agro chemicals, cosmetics, gems, and jewellery.
Dubai has emerged as the transit point for Indo-Iraqi trade. In 2015, the
Diamond Power Infrastructure of India received a project from Iraq to supply
3,600 kilometres of aerial bunched cables. The deal—worth US$ 14.5
million—would help boost economic ties between the two countries.31 In
2016, Iraq became India’s most important crude oil supplier, toppling Saudi
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Arabia; in 2014–15 and 2015–16, Saudi Arabia was largest exporter of crude
oil to India; Iraq was second, followed by Nigeria.
Table 4.1: India-Iraq Bilateral Trade (in US$ million)
2012–13
1,278.13

2013–14
918.03

2014–15
892.32

2015–16
1,004.39

18,918.47 19,247.31

18,520.86

14,247.66

10,837.58

Total bilateral trade
19,682.44 20,525.44
Share of Iraq in India’s total trade
2.47
2.59

19,438.89
2.54

15,076.98
1.99

11,841.98
1.84

India’s Exports to Iraq
India’s Imports from Iraq

2011–12
763.97

Source: Adapted from, Government of India, Ministry of Commerce and Industry, Directorate
General of Foreign Trade, at www.dgft.gov.in

Figure 4.1: India-Iraq Bilateral Trade (in US$ million)

Source: Director General of Foreign Trade, at www.dgft.gov.in

Energy Cooperation
The decrease in crude oil prices, due to lesser demand amidst slowdown in
Europe and other markets, has helped India’s crude oil import bills. These
reduced to nearly half at US$ 64 billion in 2015–16. The period saw India
importing 202 million tonnes of crude oil compared to 189.4 million tonnes
in 2014–15.32 In March 2015, the Indian Ministry of Petroleum—foreseeing
the difficult path ahead in managing oil trade—advised two Indian refiners,
Indian Oil Corp and Hindustan Petroleum Corp to buy 8 million barrels of
Basra crude oil from Iraq for India’s Strategic Petroleum Reserves (SPRs).33
In order to store the crude oil, the Indian Strategic Petroleum Reserves
Limited built a rock cavern near Vishakhapatnam. Several talks have been
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held between the Indian refiners and Iraq’s State Oil Marketing Organization
to provide both light and heavy grades of Basra crude oil.34 Similar deals
have been made between Indian refiners and PERTAMINA, a state-owned
energy company in Singapore. The tie up between this Energy Company
and Indian refiners would enable the processing of one million barrels of
crude oil from Iraq every month.35
Table 4.2: Share of Oil in India’s Imports from Iraq (US$ Million)
Year

Oil imports
from Iraq

Total oil
imports

Iraqi share in
oil total imports

Imports
from Iraq

Per cent of oil
in imports
from Iraq

2011–12

18,826.19

172,753.92

10.90

18,918.47

99.51

2012–13
2013–14

19,166.06
18,450.33

181,344.67
181,382.59

10.57
10.17

19,247.31
18,520.86

99.58
99.62

2014–15

14,177.22

156,400.01

9.06

14,247.66

99.51

2015–16
10,759.19
96,953.06
11.10
10,837.58
99.28
Source: Adapted from Government of India, Ministry of Commerce and Industry, Directorate
General of Foreign Trade New Delhi, at www.dgft.gov.in

Figure 4.2: Share of Oil in India’s Imports from Iraq (US$ Million)

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in
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Table 4.3: India’s Energy Imports from Iraq (in US$ million)
2012–13

2013–14

2014–15

2015–16

India’s Energy Imports from Iraq 18,826.19 19,166.06

2011–12

18,450.33

14,177.22

10,759.19

172,753.92 181,344.67

181,382.59 156,400.01

96,953.06

105,056.26 105,859.15

106,400.75

85,300.30

50,992.26

10.17

9.06

11.10

India’s Total Energy Imports
India’s Total Energy Imports
from Persian Gulf
Share of Iraq in Total Energy
Imports (in per cent)

10.90

10.57

Share of Iraq in Imports from
Persian Gulf (in per cent)
17.92
18.11
17.34
16.62
21.10
Source: Adapted from Government of India, Ministry of Commerce and Industry, Directorate
General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 4.3: Share of Iraq in Energy Imports from Persian Gulf

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Security Cooperation
The volatile situation, especially on the security front, has been an issue for
the small number of Indian expatriates and companies operating in Iraq.
They have faced huge challenges filled with uncertainties. The turmoil
caused by the ISIS has compelled the India’s BGR Energy System to cancel
a contract made in 2013 in Nasiriya. The contract was about building a 500
mg watt turbine plant valued US$ 246 million. In spite of receiving a letter
of credit, the company refused to continue with it, stating that it was not
possible for the company to progress since the ISIS has captured and taken
control over various parts of Iraq.36
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A severe blow came with the abduction of 39 Indians in Iraq in 2014.
Belonging to the state of Punjab, this triggered a panic situation domestically.
The concern for their lives compelled External Affairs Minister, Sushma
Swaraj, to meet the families in May 2015. The Indian government pursued
diplomatic efforts through the Foreign Ministers of the GCC countries as
well as other countries for securing the release of the expatriates from the
ISIS. Sushma Swaraj met with the families several times, and briefed them
about the efforts of the government.37 In 2016, the Indian media reported
that the workers abducted in 2014 are safe; however there has been no
conclusive evidence and the issue continued to be unresolved even in mid2017.38
In October 2016, The Indian Express reported that one Indian citizen,
Subahani Haja Moideen, a resident of Tamil Nadu, was arrested by the
National Investigating Agency (NIA) on his alleged association with the ISIS.
Moideen, who left his home in 2015, was among the many that were
influenced to join ISIS. This posed a major security challenge for Indian
security agencies.39

Socio-Cultural Ties
India’s success story was acknowledged worldwide when the UN celebrated
International day of Yoga. In June 2016, Iraq also joined the UN programme.
The prevailing political conditions in Iraq have evoked concerns for the
Indian government regarding the welfare of Indians working in the region.
The State Level Bankers Committee in Kerala has committed to the State
Government to provide assistance to around 500 nurses who have returned
from Libya and Iraq in 2014.40

Conclusion
The historical linkages between India and Iraq, based on mutual trust and
respect, have travelled different trajectories in areas such as political,
economic, the issue of sovereignty, the respecting of international laws, etc.
For India, energy is a major component of its ties with the Persian Gulf in
general, and Iraq in particular. Despite many constraints, Iraq has always
been supportive of the Indian position. Similarly, India’s refusal to accept
US pressure to fight against Iraq, as well as its official position on the US
invasion have cemented the ties between the two countries. However, in
recent years, this situation has given rise to many issues. The rise of the
ISIS and its global impact—mainly sectarianism and radicalization—is a
cause of worry. Similarly, India’s dependence on oil, and the safety of
expatriates are common challenges.
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The Indian official policy of non-intervention in the internal matters of
other countries has maintained the trust factor in Iraq. The growing menace
of the ISIS is not just restricted to Iraq but has ripple effects that can affect
India’s energy security as well as the safety of its expatriate workers. The
two countries will benefit from close cooperation on these issues. Moreover,
for Iraq, India’s growing economy can be a huge help. The expertise of
Indian companies in terms of infrastructure, and the engagement of Indian
workers in the growth of the Iraqi economy can be important factors in
facing the challenges of reconstruction and development. Indeed, both
countries can benefit from future collaborations.
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KUWAIT
Hirak Jyoti Das

Key Information
Ruling family: al-Sabah; Ruler: Emir Sabah al-Ahmad al-Jaber al-Sabah
(since 29 January 2006); Crown Prince: Prince Nawaf al-Ahmad al-Jaber alSabah (since 7 February 2006); National Day: 25 February; Parliament: 65member (50 elected, 15 ex-officio cabinet) National Assembly; Last
Parliamentary Election: 26 November 2016; Major group in parliament:
Islamists (Salafi and Muslim Brotherhood); National Carrier: Kuwait
Airways.

Socio-Economic Indicators
Area: 17,818 sq km; Population: 2.83 million; Native: 31 per cent; Expats:
69 per cent; Religious Groups: Citizen (Muslim 100 per cent); Resident
population (Muslim 76.7 per cent; Christian 17.3 per cent; Other 5.9 per cent);
Youth: 15.16 per cent; Population growth rate: 1.53 per cent; Life expectancy
at birth: 78 years; Major population groups: Kuwaiti 31 per cent; Other
Arab 28 per cent; Asian 37.8 per cent; African 1.9 per cent; Other 1.1 per
cent; Literacy rate: 96.3 per cent; National Currency: Kuwaiti Dinar (KD);
GDP: US$ 110.5 billion; Foreign Trade: US$ 72.16 billion; Defence budget:
NA; Sovereign Wealth Fund: US$ 592 billion; External Debt: US$ 47.89
billion; Per capita income: US$ 71,300; Oil reserves: 104 billion bbl; Gas
reserves: 1.784 trillion m³; HDI rank: 48; Infant Mortality Rate: 7.1 deaths/
1,000 live birth; UN Education Index: 0.646; Gender Inequality Index: 0.387;
Labour Force: 2.546 million; Unemployment rate: 3 per cent; Urban
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Population: 98.3 per cent; Rate of Urbanization: 3.63 per cent; Last National
Census: 2005.

India Related
Indian Cultural Centre: India Study Centre (Faculty of Social Sciences,
Kuwait University); Number of Indians: 900,000 (approx.); Number of
places of worship for Indians: seven recognised Churches and a few nonrecognised Christian worship facilities; Indian Schools: 20; Indian Banks:
State Bank of India, Indian Overseas Bank, and HDFC Bank; Currency
exchange rate: 1 KD = INR 218.14 (Feb 2017); Last visit to India by the
ruler: Emir Sabah al-Ahmad al-Jaber al-Sabah, June 2006; Last Indian Prime
Minister to visit: Indira Gandhi, May 1981.
***
Indo-Kuwait relations have covered a significant distance since 1991. Both
countries have emerged as reliable partners with shared interests, extensive
commercial relations, Indian expatriate presence, and cultural engagements.
Bilateral relations remained stable during 2015 and 2016, although trade
witnessed a drop. The growing focus on the Gulf region under Prime
Minister Modi has created momentum, and the UAE along with Saudi
Arabia have attained greater importance due to their economic advantages.
This has led to lesser focus on Kuwait. Nevertheless, bilateral relations are
smooth, with strong trade and commerce, growing cultural contacts, and
increased mutual appreciation of threats emanating from terrorism.

Domestic Developments
Neighbouring Iraq and Saudi Arabia, Kuwait is ruled by the al-Sabah family,
and has the oldest Constitution in the Persian Gulf region. It was adopted
and ratified it on 11 November 1962 and, according to Article 4 of the
Constitution, it is a hereditary emirate, with the Emir as the head of state.1
It has a deep-rooted tradition of consensus through consultation, and
cooperation among merchant families, tribal groups, and the ruling family,
which has evolved into the present system.2 It is a constitutional emirate in
which the Emir is involved in the political process, and enjoys a wide array
of powers. He shares executive powers with the Cabinet, presided over by
the Prime Minister (Article 52), and is responsible for the appointment of
the Prime Minister as the head of the government (Article 56). Judicial power
rests with the courts which are exercised in the Emir’s name, and he is
responsible for the appointment of all judges. He serves as the Commanderin-Chief of the Kuwaiti armed forces.

Kuwait

87

In the Kuwaiti semi-parliamentary form of government, the Emir shares
legislative authority with the Majlis al-Umma or the National Assembly
(Article 51). The Assembly is unicameral, with members serving a four-year
term.3 The total composition of the assembly is 65, of which 50 are elected
directly through multi-member constituencies, and 15 members are
appointed by the Prime Minister. The voting age is 21 and, in the absence
of political parties, blocs with distinct ideological and demographic
characteristics compete for the assembly.4 The assembly enjoys unique power
in the region by being able to announce a vote of no-confidence against the
cabinet ministers, excluding the Prime Minister (Articles 101 and 102).
However, the Emir retains his preponderance over the legislative body
through constitutional rights that allow him to propose, sanction and
promulgate laws (Article 65). However, a two-third majority is required in
the assembly to implement them.
In the wake of the Arab Spring protests and domestic political
developments in the country, curbs on the political freedom of citizens have
intensified, and the state has moved towards political and social deliberalisation. The problem areas in the domestic context include restrictions
on freedom of speech, assembly, and internet; political detentions; repressive
legislations; curbs on the freedom of movement (especially of the Bedoon
community and expatriate workers); and the lack of legal enforcement of
laws to protect the rights of the expatriate workers resulting in arbitrary
arrests and extrajudicial deportations.5
According to Reporters without Borders, Kuwait has been ranked 103 out
of 180 countries on press freedom index in 2016.6 Several media outlets have
been shut down, and many journalists have faced harassment and jail terms.
In January 2015, the government suspended the Al-Watan newspaper owned
by former oil minister, Sheikh Khalifa al-Sabah, for publishing the transcript
of a recording of an alleged plot to oust the present rulers, and the business
and publishing licenses of the publishing house were revoked.7 In June 2016,
under the pretext of incurring financial loss, the licenses of television stations
affiliated to the Al-Watan daily—Al-Watan, Al-Watan Plus and Al-Watan
Ghanawi—and the business license of its publishing company, Dar Al-Watan,
were withdrawn. The Court of Cassation upheld the government’s decision
to close down the news outlet. Under Kuwaiti Law, the licenses of companies
that incur a loss of more than 75 per cent of their capital are withdrawn.8
Earlier, in January 2016, the former Information Minister Saad bin Tefla who
was in-charge of the website Alaan News, was detained and imprisoned for
a week for writing an article in 2012 criticising Finance Minister Anas alSaleh, and government spending.9
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Legislative methods such as the new Telecommunications Law were
approved by the National Assembly in 2014. It allows the government to
censor, monitor, and block online material through a new body called the
Commission for Mass Communications and Information Technology. In
2015, a few amendments were introduced to regulate the members’ ties with
the private sector, and grant the body more powers to pursue its objective.10
The freedom of assembly and association is highly restricted in Kuwait
although it is guaranteed by the Constitution. In 2012, a public gathering of
more than 20 people was declared illegal. For his participation in protests
in support of the rights of the Bedoon community, activist Abdullah al-Enezi
was arrested in February 2014, and sentenced to five years imprisonment
the following year. Enezi was also charged with criticizing the Emir which
is considered a state security offence, with up to five years in prison. On 29
January 2015, six stateless activists were sentenced to pay a fine of US$ 700,
or serve one year in prison for their ‘illegal’ activities.11
While overseeing a peaceful demonstration called by opposition groups
demanding reforms in freedom of speech, release of political prisoners,
withdrawal of citizenship for political reasons, Nawaf al-Hendal—the
founder of the Kuwait Watch Organisation for Human Rights—was arrested
in March 2015.12 Earlier, in January 2015, Hendal had been arrested, along
with Mohammed al-Ajmi and Musaid al-Musallam, on charges of slandering
Saudi rulers on social media.13
Social media has been a prime target of political control, and the
government has choked the freedom of dissent of opposition activists,
bloggers, and citizen journalists for posting information that is critical of
the government. In order to regulate the flow of online activities, the
Cybercrime Law was passed in the National Assembly on 16 June 2015; it
came to effect on 12 January 2016 and can further suppress online activism.14
Opposition activist Saqr al-Hashash was arrested, and sentenced to 20
months in jail by the Court of Cassation for insulting the Emir on Twitter in
January 2015. In April, he received a further sentence of 10 years for posting
a diagram on how to make a petrol bomb on Twitter.15 Saleh Othman alSaid, Abdulhamid Dashti, and Hamad al-Naqi were arrested for posting
critical views on Saudi Arabia and Bahrain on internet and television in the
same year.16
Politically motivated attacks on opposition politicians that are seen a
threat to the government have continued during this period. Former
parliamentarian, Musallam al-Barak, has been repeatedly arrested since 2012.
Furthermore, on 22 June 2016, the National Assembly adopted an
amendment to the election law that bars citizens from contesting or voting
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if convicted of hurting religious sentiments or criticising the Emir. This
legislation is intended to prevent opposition members of the assembly to
contest or influence future elections.17
The government has taken recourse to repressive legislations and actions
towards stifling democracy, and sabotaged personal freedom. After the 26
June 2015 attack on a Shia Imam Sadiq Mosque in Kuwait city by the Islamic
State in which 27 people died,18 the Kuwaiti National Assembly passed the
DNA testing law in order to create an integrated security database which is
mandatory for both nationals and expatriates for the intended purpose of
fighting crime and terrorism.19 The gradual de-liberalizing trend in Kuwait
has hampered state-citizen relations on the one hand, and legislativeexecutive relations on the other. In May 2015, the Kuwaiti Ministry of Social
Affairs and Labour issued a decree to dissolve the international board of
Transparency International Society, and replaced it with government
appointed members on the pretext of monitoring NGOs supporting radical
groups in the region. The government’s actions are seen as vindictive, and
are in response to the group’s alleged political bias in showing the regime
in a negative light, and exaggerating the level of corruption in the country.20
According to the 2015 Corruption Perceptions Index, Kuwait is ranked 55
out of 168 states. There is lack of transparency in government spending,
and political corruption has seeped into government functioning. Corruption
had caused political unrest in 2012. In March 2015, the government
introduced regulations for the Public Anti-Corruption Authority (PACA),
which was forwarded to the National Assembly by the cabinet. The Minister
responsible for Electricity, Water, and Public Works, Ahmad al-Jassar, and
14 other state officials were sentenced to prison for two years in September
2015 for the secret acquisition of faulty electricity generators in 2007.21
In terms of expatriate domestic workers serving in Kuwaiti households
and offices, there have been reports about numerous abuses, such as long
working hours without holidays, late or non-payment of salary, physical
and sexual assault, absence of grievance mechanisms, etc. A positive
development in this regard was the passage of a new labour law by the
National Assembly on 24 June 2015, which provides domestic workers
enforceable labour rights, including a guaranteed day off every week, annual
paid leave of up to 30 days, 12 hour working days with rest, and end of
service benefits for one month at the end of the contract.22 The minimum
wage of domestic workers was fixed at US$ 200 (KD 60). The new law,
however, falls short compared to the general labour law. The workforce in
the private sector enjoys a 48 hour work week (that is, eight hours per day),
an hour’s break after five hours of work, and provisions of sick leave, etc.
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Domestic workers are vulnerable due to the absence of enforcement
mechanisms and the practise of Kafala (the visa sponsorship system) that
restricts migrant domestic workers from finding another employer until the
end of the original contract, or only with the owner’s consent.23
The citizenship issue of the Bedoon community has remained in the
limelight in the past two years. According to Human Rights Watch, in 2015
there were around 105,702 stateless Bedoons in Kuwait.24 In the past few
years, the emirate has been keen to send these Bedoons to Comoros, and
offer money for accepting its citizenship. In May 2016, Comoros agreed to
grant the Bedoons economic citizenship, thus regularising them as foreign
citizens, and thereby making them liable for legal deportation from Kuwait.25
In national politics, on 16 November 2016, the Emir dissolved the
Fourteenth National Assembly citing delicate regional circumstances,
‘security challenges’, and the ‘lack of cooperation.’ 26 The regional
circumstances and security challenges refer to threats posed by the Islamic
State of Iraq and Syria (ISIS) and the internal conflicts in Syria and Yemen
which adversely affected the regional security situation. The issue of ‘lack
of cooperation’ between the legislature and the executive has been a constant
feature in Kuwaiti political history. The current context for the ‘lack of
cooperation’ occurred due to differences among assembly members as well
as against the cabinet over its decision to carry out austerity measures,
including an 80 per cent hike in petrol prices.27 The government intended
to reduce dependence on the oil sector, and diversify the economy into nonoil sectors. In fact, due to the glut in international oil market and sharp slide
in oil prices, oil revenue has dropped from 95 per cent to 60 per cent in two
years.28 In the 2015–16 financial year, Kuwait experienced a budget deficit
of US$ 15 billion which has increased to a US$ 17 billion deficit in December
2016.29
A number of lawmakers have objected to the government’s austerity
measures expressing anxiety on their impact on social welfare such as free
healthcare, education, subsidized basic products, free housing, interest-free
loans, etc.30 They have also demanded a cut in petrol prices, and have instead
proposed a tax hike on the affluent class in order to accommodate the needs
of low income groups. The election to the Fifth National Assembly was held
on 26 November 2016 through multi-seat constituencies with a simple
majority vote, and the result was announced the next day.31 The number of
registered voters was 439,911, and 70 per cent participated in the election.
The opposition and its allies won 24 seats, and the pro-government members
managed a fragile majority. In this election, only one woman, Safa alHashem, was elected to the National Assembly.32
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In the regional sphere, Kuwait joined the Saudi-led efforts against the
Houthis in Yemen. This began on 25 March 2015, and Kuwait participated
in the war by supplying 15 fighter jets that were operated by the armed
forces of Saudi Arabia, the UAE, and Jordan. On 28 March, the Emir
reaffirmed his commitment against the regional threat posed by the
Houthis.33 Moreover, in order to solidify its unity with other Gulf States,
Kuwait signed a GCC pact on 12 March 2015 that allows any Gulf
government to extradite individuals engaged in political activities against—
or threaten the security of—any other member state.34 This decision has
received widespread criticism domestically, and critics have accused the
government of compromising the state’s sovereignty which poses a threat
to its democratic institutions.35

Bilateral Relations
This section examines the nature and depth of bilateral relations Kuwait
enjoys with India in the areas of diplomacy, economy, energy, and cultural
exchange. It also focuses on the dynamics of the Indian expatriate
community living in Kuwait.

Political Relations
Political relations between India and Kuwait during 2015 and 2016 were
limited, and there were no major political visits or contacts during the period
under review. This is, however, compensated by the expansive trade, energy,
and cultural ties that bind both countries. The scale of diplomacy was
focussed on security and defence cooperation. From 13 to 16 September 2015,
two Indian Naval Ships (INS), INS Deepak, a modern fleet tanker utilised as
a fleet support ship36 and INS Tabar, a frontline combatant in the western
fleet, visited Kuwait’s Al-Shuwaikh Port, and carried out interactions on
sharing naval information pertaining to disaster management, combating
maritime threats such as piracy and terrorism, greater sharing and
understanding of each other’s naval strength, joint sea exercises and sports
events with the host navy.37

Economic Relations
India and Kuwait share robust economic relations, though the overall trade
has witnessed a drop due to falling oil prices (see Table 5.1). The share of
Kuwait in India’s total trade has progressively shrunk from 2.22 per cent in
2011–12 to 1.92 per cent 2014–15 and 0.97 per cent in 2015–16 due to
reduction in the bilateral trade from US$ 17.62 billion in 2011–12 to US$
6.21 billion in 2015–16. While India’s exports to Kuwait have remained more
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or less stable at US$ 1.18 billion in 2011–12 and US$ 1.24 billion in 2015–16,
India’s imports from Kuwait have drastically reduced (see Table 5.1). In
2011–12, India imported items worth US$ 16.43 billion from Kuwait which
witnessed a minor decline in 2014–15 at US$ 13.38 billion. However, in 2015–
16, India’s imports from Kuwait fell to US$ 4.96 billion.
Table 5.1: India-Kuwait Bilateral Trade (in US$ million)
2011–12

2012–13

2013–14

2014–15

2015–16

India’s Exports to Kuwait
India’s Imports from Kuwait

1,181.41 1,061.08
16,439.64 16,588.13

1,061.14
17,153.55

1,198.89
13,381.97

1,247.51
4,969.69

Total bilateral trade

17,621.05 17,649.21

18,214.69

14,580.85

6,217.20

Share of Kuwait in India’s total trade 2.22
2.23
2.38
1.92
Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in

0.97

Figure 5.1: India-Kuwait Bilateral Trade

Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in

In the trade dimension over the last two years, conferences and
workshops have been organised frequently to harness and innovate new
areas of trade between both countries. Abdulmohsen Medeij al-Medeij,
Kuwaiti Minister of Commerce and Industry, led a business delegation for
a Partnership Summit held in Jaipur on 15–17 January 2015. 38 The
Partnership summit organised jointly by the Confederation of Indian
Industry (CII), the Department of Industrial Policy and Promotion (DIPP),
the Ministry of Commerce and Industry, and the Government of Rajasthan
was aimed at providing a global platform for dialogue and engagement in
order to enhance understanding on forces that are shaping the world; to

Kuwait

93

assess partnerships for global economic growth; to forge strong multicountry linkages and networks as well as address the challenges that require
immediate attention.39 In the plenary session themed “Defining Shared New
Realities”, Medeij stated that “the horizon of cooperation for shared growth
and development is big and varied, and the opportunities of cooperation
are many.”40 He stressed on orienting efforts to embolden the economic
partnership on the principles of mutual interests and strong friendship.
In November 2015, the Indian Engineering, Procurement and
Construction (EPC) companies secured contracts worth US$ 5 billion for
development projects in Kuwait.41 The EPC companies from India have
acquired a niche status in providing cost-effective and efficient methods,
and have been noticed by Kuwait. The companies have landed several
projects in housing, hospitals, oil and gas sector, universities, power
transmissions, etc. On 26 January 2015, Shapoorji Pallonji and Co. Ltd. signed
US$ 150 million contract with Kuwait University (KU) for the construction,
operation, and maintenance of buildings of the colleges of Law, Social
Science, and Sharia and Islamic Studies in the Sabah Al-Salem University
City.42 Other Indian companies are involved in a number of development
projects to modernise Kuwait’s industrial infrastructure. In order to replace
an old power substation at Al-Ahmadi refinery, Kuwait National Petroleum
Corporation (KNPC) awarded a contract worth US$ 77 million to Larsen
and Toubro in May 2015.43 The Indian Embassy has been involved in
promoting both Indian firms as well as initiatives such as Make in India.
Increased business interaction has expanded tourism and trade during
this period, including in the civil aviation sector. Kuwait Airways has
decided to connect with more Indian cities. With this objective, it has started
direct flights to Ahmadabad and Bangalore three days a week from
September 2015.44 In order to bolster the inflow of Kuwaiti businessmen and
tourists, India has regularly encouraged frequent visitors from Kuwait to
apply through one and five year multi-entry Business Visas which are
granted within 72 hours since August 2016.45
In the Big 5 Kuwait, an International Construction Technology & Building
Materials Trade Exhibition held in September 2015 to tap Kuwait’s booming
construction market, 50 Indian companies participated to develop a platform
for Indian bidders in the market and convene meetings with prospective
customers. The “India Pavilion” was jointly organised by CII and Ministry
of Commerce and Industry.46 Moreover, 11 Indian companies participated
in the Kuwait International Trade Fair in February 2016, displayed a variety
of products, and provided further opportunity for business networking and
involvement in development projects.47
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Energy Relations
The share of Kuwaiti oil in India’s total oil imports has reduced from 9.1
per cent in 2011–12 to 4.19 per cent in 2015–16 (see Table 5.2). Therefore, oil
imports from Kuwait are at their lowest in five years, at US$ 4.05 billion in
2015–16.
Table 5.2: Share of Oil in India’s Imports from Kuwait
Year

Imports

Total Oil
Imports

Kuwaiti
Share

Imports from
Kuwait

Share of Oil
in Imports
from Kuwait

2011-12

15,718.33

172,753.92

9.10

16,439.64

95.61

2012-13
2013-14

15,737.46
16,121.78

181,344.67
181,382.59

8.68
8.89

16,588.13
17,153.55

94.87
93.99

2014-15

12,228.71

156,400.01

7.82

13,381.97

91.38

2015-16
4,059.61
96,953.06
4.19
4,969.69
Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in

81.69

Figure 5.2: Share of Oil in India’s Imports from Kuwait (in US$ million)

Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in

Table 5.3: India’s Energy Imports from Kuwait (in US$ million)
2011–12
Energy Imports from Kuwait

2012–13

2013–14

2014–15

15,718.33 15,737.46

16,121.78

12,228.71

4,056.61

181,382.59 156,400.01
106,400.75 85,300.30

96.953.06
50,992.26

Total Energy Imports
172,753.92 181,344.67
Total Imports from Persian Gulf 105,056.26 105,859.15
Share in Total Energy Imports

9.10

8.68

8.89

2015–16

7.82

4.19

Share in Energy Imports from
Persian Gulf
14.96
14.87
15.15
14.34
Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in
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Figure 5.3: Share of Kuwait in Energy Imports from Persian Gulf

Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in

The engagement in the field of energy has been low key and marked
by fewer engagements. In October 2015, Essar Projects Limited, along with
Italian company Saipem, won a contract with Kuwait National Petroleum
Company (KNPC) worth US$ 1.57 billion to set up Al-Zour Refinery Project
(ZOR). It is the largest development project in Kuwait, with crude processing
capacity of 615,000 barrels per day. Essar is responsible for building tanks,
roads and bridges, civil works, etc.48 Moreover, the Oil and Natural Gas
Corporation (ONGC) participated in the Kuwait Oil and Gas Show (KOGS)
2015.

Cultural Relations
India through information and broadcasting has made serious efforts to
deepen its cultural engagements with the Gulf States. On the occasion of
Republic Day 2015, Doordarshan, India’s state television broadcaster,
launched a free-to-air mode television service in Kuwait and other Gulf
states, and carried out live telecast of Republic Day parade and Beating
Retreat.49 The Indian embassy participated in the 15th Hala February Festival
(HFF) through the “Incredible India” tourism campaign inaugurated on 15th
January 2015; it lasted until 12 February to promote tourism. The
programmes in the festival included art, sports, live carnival shows,
entertainment events, and the showcasing of vintage cars and motorcycles.50
In March 2016, the Indian embassy organised Indian Food, Herbal and
Handicrafts Exhibition to provide Kuwaitis different Indian flavours and
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other items such as ready-to-eat food, Indian snacks, spices, Indian tea,
cosmetics as well as clothes, handicrafts and herbal products.51 Moreover,
Indian Handicrafts and Handloom Exhibitions have become a regular
feature to promote the Indian textile industry.

Expatriates
Indians are the largest expatriate community in Kuwait, numbering around
900,000 and growing at 5–6 per cent per year, of which a significant majority
(about 700,000) are men and approximately 200,000 are women.52 A large
section comprises domestic workers; there are also a substantial number of
nurses, engineers, and other professionals. The Indian government has
repeatedly raised concerns with the local government over issues of abuse
and the inhumane treatment of its nationals in Kuwait who are at times
forced to work against their. After an Indian national died working as a
shepherd in a remote desert area due to dehydration (28 May 2015), the
embassy has encouraged its citizens to report complaints in such instances.53
In the 26 June ISIS attack on the Shia mosque in Kuwait city, two Indians,
Rizwan Husain and Ibne Abbas, lost their lives. In accordance with the
wishes of the family members, the Indian embassy undertook the
responsibility of burying the deceased in Najaf, Iraq. It also advised the
Indian community to take precautions from terrorist attacks.
In order to coordinate, engage, interact, and review labour and manpower
cooperation related issues between both countries, the fifth session of IndiaKuwait Joint Working Group on Labour, Employment, and Manpower
Development was held in New Delhi on 14 December 2016. The Indian
delegation was led by Manish Gupta, Joint Secretary (OIA-I Division),
Ministry of External Affairs, Government of India, and the Kuwaiti delegation
was led by Mobarak Al-Aazmi, Deputy Director General, Public Authority
for Manpower, Sector of Planning and Professional Skill Levels Verification.54
To utilise the entrepreneurial skills of the Indian community living in
Kuwait, a 19 member team of Indian businessmen residing in Kuwait,
headed by S.K. Wadhawan participated in the 13th Pravasi Bharatiya Divas
held in Gandhinagar on 7–9 January 2015. The summit aided in reasserting
the need to strengthen ties with the diaspora, and provide a platform for
networking and for recognising the contribution of the diaspora.55

Conclusion
While Indo-Kuwaiti relations have remained stable, political and energy ties
have been minimal. However, the economic and cultural sphere has been
dynamic and multi-faceted. Due to India’s rapidly growing economy and
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enormous energy market, Kuwait has emerged as a stable energy partner.
Kuwait is an important country, but is vulnerable to regional geopolitical
and sectarian fault lines. Since India has vital interests in Kuwait, a proactive
foreign policy towards Kuwait is required—with more political engagement
and heightened security cooperation to address issues of common concern
such as terrorism, maritime security, and energy security. At the same time,
there is need to reduce the share of oil in the total trade and reorient it
towards the non-oil sector. India can utilise its skilled population to further
engage in Kuwait’s development process. Moreover, on the issue of its
nationals, India requires an effective framework and mechanism for
accountability in order to reduce incidents of abuse in the country.
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Key Information
Ruling family: al-Said; Ruler: Sultan Qaboos bin Said al-Said (since 23 July
1970); Crown Prince: Not Nominated; National Day: 18 November;
Parliament: 71-member nominated Majlis al-Dawla, 84-member elected
Majlis al-Shoura; Last Parliamentary Election: 25 October 2015; Major group
in parliament: NA; National Carrier: Oman Air.

Socio-Economic Indicators
Area: 309,500 sq km; Population: 3.35 million; Native: 60 per cent; Expats:
40 per cent; Religious Groups: Muslim 85.9 per cent (75 per cent Ibadhi
Muslim; 25 per cent Shia and Sunni); Christian 6.5 per cent; Hindu 5.5 per
cent; Buddhist 0.8 per cent; Other 1.3 per cent; Youth: 19.11 per cent;
Population growth rate: 2.05 per cent; Life expectancy at birth: 75.5 years;
Major population groups: Arab, Baluchi, South Asian, and African
(distribution not available); Literacy rate: 91.1 per cent; National Currency:
Omani Riyal (OMR); GDP: US$ 59.68 billion; Foreign Trade: US$ 56.17
billion; Defence budget: 12.75 per cent of GDP; Sovereign Wealth Fund:
US$ 14.54 billion; External Debt: US$ 20.85 billion; Per capita income: US$
43,700; Oil reserves: 5.3 billion bbl; Gas reserves: 688.1 billion m³; HDI rank:
52; Infant Mortality Rate: 13.2 deaths/1,000 live birth; UN Education Index:
0.603; Gender Inequality Index: 0.275; Labour Force: 968,800;
Unemployment rate: 15 per cent (2004 est.); Urban Population: 77.6 per
cent; Rate of Urbanization: 8.54 per cent; Last National Census: 2010.
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India Related
Indian Cultural Centre: NA; Number of Indians: 600,000 (2014 est.);
Number of places of worship for Indians: Three temples, Five Gurudwaras,
and Seven Churches; Indian Schools: 19; Indian Banks: State Bank of India
(1), Indian Overseas Bank, Bank of Baroda (4) and HDFC Bank; Currency
exchange rate: 1 OMR = INR 173.03 (February 2017); Last visit to India by
the ruler: Sultan Qaboos al-Said, April 1997; Last Indian Prime Minister
to visit: Manmohan Singh, November 2008.
***
Oman has been a key player in India’s Gulf policy which is currently
focussing on a greater synergy between India and the Persian Gulf countries.
Oman’s geographical location provides it a significant place in India’s
strategic calculations, especially with respect to maritime security. Besides
its 1,200-mile coastline along the Indian Ocean, the Persian Gulf, the Arabian
Sea, and the Gulf of Oman, it is also close to important maritime routes
leading to Europe, Iran, Iraq, and other Gulf Cooperation Council (GCC)
countries. While oil makes up the bulk of the country’s revenues, it is also
endowed with natural resources such as copper, petroleum, marble,
limestone, asbestos, chromium, natural gas, gypsum. If Oman is important
for India’s Middle East policy, India is key ally for Oman in terms of food
security as it supplies wheat, rice, sugar, and other food products.
India and Oman have enjoyed robust historical, economic, and political
relations. It has been argued that, during ancient times, Oman was connected
with the Indian land mass through ties of trade and sea based businesses
since the Sumerian and Harappan civilizations.1 India’s commercial ties with
Oman flourished in the 18th century when Haider Ali and Tipu Sultan
established trade relations.2 The beautiful aspect of this age-old relationship
is that the maritime routes have played an important role in the flourishing
of this relationship. These relations reached new heights when the Indian
Prime Minister Manmohan Singh paid a visit to Oman in 2008 and, since
then, these commercial relations have transformed into a strategic
partnership.3
The credit of warm and cordial relations between the two countries goes
back to the historical maritime trade relationship as well as to an estimated
700,000 strong Indian expatriate community which has played a vital role
in the shaping of modern Oman.4 In 2015, both countries celebrated the 60th
anniversary of the establishment of diplomatic relations which have evolved
from being mere diplomatic ties, to collaborations in defence and security,
bilateral trade as well as expanding cultural, educational, and tourism
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sectors. The importance of Oman for India can be comprehended by the
fact that, on regular intervals, the heads of Indian governments have visited
Oman, including Rajiv Gandhi (1985), P. V. Narasimha Rao (1993), Atal
Behari Vajpayee (1998), and Manmohan Singh (2008); and it is expected that
Prime Minister Narendra Modi would undertake a visit in 2017.5

Domestic Developments
Oman was an isolated country until 1970. Currently, it is an active player in
regional politics. It is has a traditional heritage and is the oldest sovereign
nation in the Middle East.6 The country is currently ruled by Sultan Qaboos
bin Said al-Said, who seized power from his father, Sultan Said bin Taimur,
in 1970. For the last few years, Sultan Qaboos has not been keeping well,
restricting his public life and hampering government functioning. He
returned to Muscat in April 2016, after receiving long medical treatment in
Germany.
After taking over, Sultan Qaboos embarked on economic reforms, and
“boosted spending on health, education and welfare.”7 He used oil revenues
to start ambitious projects to modernise the country and improve health
services and educational institutions. Unlike the other Gulf States, the
mainstay of the Omani economy is not only oil but also a robust and fast
developing agricultural market, alongside fishing. Though Oman has
continued to take strides in modernizing its economy and advancing political
changes, the society remains largely traditional. Women continue to face
discrimination due to the dominant patrimonial social structure. As is the
case in other Arab monarchies, men still rule the roost and are legal and
moral heads of all units of Omani life, starting from the family.
For Omani authorities, the creation of jobs remains a significant
challenge. A report released in 2015 by the National Centre for Statistics
and Information (NCSI) underlined that 50 per cent “of all Omani young
job seekers needed three and a half years to find a job.”8 The data also
highlighted a huge gender disparity, “with males finding employment in
less than two years, while females took up to four and a half years to get
their first job.”9 According to Talib Al Dhabari, head of the media department
at the Ministry of Manpower, the possible reason for the delay in receiving
employment opportunities was that the unemployed youth wanted to join
public sector jobs rather than joining private sector.
Since the 2010–11 uprisings in the region, the Omani authorities have
intensified efforts to curb criticism of the government by arresting several
human rights as well as political activists. During 2015–16, many human
right activists were detained, including Mahmoud al-Fazari, Ali al-Muqbali,
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Talib al-Saidi, Saleh al-Azri, and Mukhtar al-Hinai, all of whom were charged
with undue criticism of the government on social media. On 8 November
2016, well known writer and cinema critic, Abdullah Habib, was arrested
over views expressed on social media regarding human rights in Oman.10
Furthermore, women continue to face discrimination in law and in practice.11
In January 2015, the Finance Ministry of Oman released the state budget
for 2015 with a deficit of US$ 6.5 billion, equal to about 8 per cent of the
GDP. The main reason for the deficit was the continuous fall in oil prices.
In 2015, the total revenue stood at US$ 30.16 billion, a minor decline of 0.85
per cent in comparison to 2014. Significantly, oil and gas revenues constitute
78.97 per cent of the total revenues. It stood at US$ 23.81 billion, registered
a decline of 5.08 per cent from US$ 25.09 billion in the 2014 budget. Non-oil
and gas revenues of total revenue stood at 21.03 per cent, up by 19.02 per
cent, year on year, at US$ 6.34 billion against US$ 6.18 billion in 2014. The
government’s expenditure in 2015 was estimated at US$ 36.6 billion; it saw
an increase of 4.5 per cent (US$ 35.1 billion) in comparison to the 2014
budget.12 As for 2015, according to the government of Oman, the planned
growth rate was projected at 5 per cent. On the other hand, the growth rate
of non-oil activities was projected to reach 5.5 per cent at constant prices
(see Table 6.1).13
Table 6.1: Budget Comparison of 2015 and 2016 (in millions)
Revenues

2015
Omani Riyal
6,150
1,329
1,111
2,440
8,600

2016
US Dollar
15,990
3,455.4
2,888.6
6,344
22,360

Omani Riyal US Dollar
9,160
23,816
1,335
3,471
1,105
2,873
2,440
6,334
11,600
30,160

Change

Oil and Gas
33
Taxes & fees
(0.4)
Others
0.5
Total non-Oil & Gas
0
Total revenues
(26)
Expenditure
Defence and security
3,500
9,100
3,800
9,880
(8)
Civil ministries
4,600
11,960
5,166
13,431.6
(11)
Oil and Gas
490
1,274
560
1,456
13
Loan Interest
90
234
50
130
80
Investment expenditure
2,670
6,942
3,214
8,356.4
17
Other expenditure
550
1430
1,310
3406
58
Total expenditure
11,900
30,940
2,500
6,500
16
Deficit
3,300
8,580
2,500
6,500
32
Source: Ministry of Finance, Government of Oman; and Price Waterhouse Cooper
Note: The values in millions and billions are calculated from Omani Riyal to US$ at May
2017 conversion rate (1 Omani riyal = US$ 2.60)
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Similarly, the 2016 budget was also affected by continuing low oil prices
and, as a result, the government reduced spending and aimed to boost nonoil and gas revenues. In 2015 or 2016, the total public expenditure—expected
to be about US$ 30.94 billion—saw a decline of US$ 3.9 billion, which is 11
per cent less than the actual spending in 2015.14
The oil and gas expenses were expected to be US$ 4.65 billion; this was
14 per cent less than the 2015 estimate. The expenditure on defence and
security related issues was estimated US$ 9.1 billion, registering a decline
of 12 per cent in comparison to previous year. The budget the deficit was
estimated at US$ 8.58 billion, which was 13 per cent of GDP (see Table 6.1).
The budget also highlighted the means to cover deficit, some of the proposed
measures to reduce deficit were improve non-oil and gas revenues and
rationalised spending.
In October 2015, Oman held its 8th Shura Council elections—“the second
such election since the body was promised greater powers following the
Arab Spring-inspired protests of 2011.”15 During the elections, 611,906
registered voters used their suffrage to elect 85 candidates from a total of
590 who were vying for seats in the Shura Council.16 The candidates also
included 20 women. In comparison to previous elections held in 2011, the
number of candidates registered a sharp drop from 1,131 to 590. While
highlighting the participation of voters, the Ministry of Interior said that
297,905 out of 525,785 registered voters participated in the polls; these
represented 56.6 per cent, declining from 76 per cent of those voting in the
2011 elections (see Table 6.2). The significant drop in the voting was an
indication of declining interest in the public in the electoral process.
Table 6.2: The Shura Council Elections Result 2011 and 2015
S. No.

1.

Date of
Election

Total
Registered
Voters

Numbers
of Votes
Polled

Turnout
per cent

Numbers
of Seats

Candidates

2011

510,000

397,000

76

85

1300

2.
2015
525,785
297,905
56
85
590
Source: Election guide Org, 2003; Inter-Parliamentary Union, 2015 and Government of Oman,
2015

The Rapporteur of the Higher Committee for Majlis Al-Shura elections, Talal
bin Ahmed al-Sa’adi, noted that,
[T]he number of candidates in the elections stood at 590, including 12
holders of PhDs, 70 holders of the Masters degree, and 200 holders of
the Bachelor degree, in addition to holders of higher education diploma
post the general education. The number of voters stood at 525,785,
including 237,918 females and 278,804 males.17
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In December 2016, the Omanis queued up once again in polling stations
across the country to cast their votes for the second municipal elections in
the country. The number of voters stood at 623,224, including 333,733 men
and 289,491 women, with an increase of 100,000 from the last elections (see
Table 6.3).18 The number of candidates who contested the election stood at
731, including 23 women, for 202 seats. According to the Ministry of Interior,
seven women were elected to municipal councils. The election registered
39.85 per cent voting turnout, which included 63.2 per cent males and 36.8
per cent females.19 In the first municipal council election held in 2012, the
voter turnout was 50.3 per cent.20
Table 6.3: Municipal Election Results, 2016
Total Registered Voters

Turnout (per cent)

623,224
Source: Gulf News and The News

39.85

Numbers of Seats

Candidates

202

731

Bilateral Relations
In 2015, India and Oman celebrated the completion of 60 years of the
establishment of diplomatic relations. External Affairs Minister, Sushma
Swaraj, visited Oman during 17–18 February 2015 to kick-start the
celebrations, thus also providing a new impetus to the bilateral relations.
During the visit, she exchanged views on regional, bilateral, and other key
issues of common interest. A special commemorative postal stamp was also
issued by the Omani government.21 It was the “first time when Oman Post
had issued a special commemorative stamp to mark an important milestone
in India’s historical relations with Oman.”22
Some of the other commemorative events which were held in 2015 were:
• In April An Indian Film Festival was organised in association with
City Cinema and Yash Raj Films, in Muscat.
• A lecture on “India-Oman Relations in a Historical and
Contemporary Perspective” by Talmiz Ahmed was organised on 14
May.
• Four Indian Naval Ships from the Western Fleet visited Muscat port
on 19–22 September.
• A display of “Vastram: Splendid World of Indian Textiles”, an Indian
Council of Cultural Relations Collection, was held in Muscat from
15– 25 October.23
In last six decades, Oman has emerged as an important destination for
tourism to and from India in the Middle East. During 2013, India received
62,252 visitors from Oman.24 Both the countries have acknowledged the
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mutual benefits which can be achieved through tourism. Therefore, India
and Oman created an institutional mechanism to enhance cooperation in
this sector. In January 2015, the union cabinet chaired by Prime Minister
Narendra Modi gave approval for a Memorandum of Understanding (MoU)
for strengthening ties in the field of tourism between India and Oman.25

Political and Defence Relations
India and Oman have been collaborating on crime prevention and maritime
security issues since 1970, when both the countries established defence ties.
These ties have evolved over time as a good example of a crucial strategic
partnership. In 1999, Oman became the first GCC country to sign a MoU
on combating transnational crime and terrorism. A major milestone in
furthering these relations was the visit of Prime Minister Manmohan Singh
in 2008. This bond has been further enriched since Narendra Modi became
the Prime Minister. There were a series of developments between the
countries in 2015–16, starting with the visit of the External Affairs Minister,
Sushma Swaraj, in February 2015.
In May 2015, the Indian Sail Training Ship INS Tarangini visited Salalah
as a part of the commemorative events which were organised to celebrate
the Diamond Jubilee of India-Oman diplomatic ties.26 Soon after, the Chief
of Air Staff of the Indian Air Force, Arup Raha, visited Muscat in August,
and the Commander of Royal Navy of Oman visited India in September.
These exchanges were complemented by other important events. In
November “the Indian Navy Sail Training Ship Tarangini and Royal Navy
of Oman Sail Training Ship Shabab set sail together to Kochi.”27 In February
2016, the Indian Coast Guard ship Sankalp undertook a goodwill visit to
Muscat. In last three years, this was the third visit by an Indian Coast Guard
ship to Oman. Prior to this, ICGS Samundra Prahari and Vijit had made
friendly voyages to Muscat port in March 2013 and January 2015,
respectively.28
On 10 February 2016, a three-member Indian delegation headed by the
Indian Defence Secretary, G. Mohan Kumar, visited Oman to attend the 8th
Meeting of the Joint Military Cooperation Committee which “reviewed the
existing defence cooperation between the two countries, and identified
further steps to strengthen it.”29 During the meeting, both the countries
highlighted their determination to further expand their defence cooperation.
The Defence Secretary also met the Chief of Staff of Sultan Armed Forces,
Lieutenant General Ahmed bin Harith al-Nabhani, and the Secretary General
of the National Security Council, Major General Ahmed Salman Khushoob.30
In May, the Defence Minister of India, Manohar Parrikar, paid a three
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day visit to Oman as the guest of Bader Bin Saud Bin Harib Al Busaidi, the
Minister responsible for defence issues in Oman. During the visit, Parrikar
also met Sayyid Fahd bin Mahmoud al-Said, Deputy Prime Minister for the
Council of Ministers, and Lieutenant General Sultan bin Mohammed alNu’amani, Minister of the Royal Office. During the meetings, both sides
talked about various aspects of defence cooperation and shared their points
of view on regional developments of mutual interest.31 During the meeting,
Parrikar expressed his gratitude for Oman’s constant support for the
Operational Turnaround (OTR) of Indian naval ships for anti-piracy patrols
as well as technical support for landing and over flight of Indian Air Force
aircraft.32 The Defence Minister also stopped over at the Military Technology
College, and attended a reception to register the goodwill visit to Muscat of
INS Delhi, INS Deepak, and INS Tarkash at Sultan Qaboos Port.
During this visit the four MOUs/agreements were signed, namely:
1. MOU on Defence Cooperation between the Ministry of Defence of
Sultanate of Oman and Ministry of Defence of Republic of India;
2. MOU between the Royal Oman Police (Coast Guard) and the Indian
Coast Guard in the field of Marine Crime Prevention at Sea;
3. MOU between India and Oman on Maritime Issues;
4. Protocol between the Government of the Sultanate of Oman
represented by Royal Air Force of Oman and the Government of
India represented by the Indian Air Force on Flight Safety Information
Exchange.33
It was also decided that both countries would strengthen their bilateral
defence ties.34 Indian Naval Ships INS Deepak, INS Tarkash and INS Delhi,
visited Muscat from 21–24 May 2016. A part of the Indian Navy’s Western
Naval Command, they were on a month-long deployment in the Gulf region
to enhance bilateral ties with friendly regional Navies.
In the last few years, naval cooperation between the Indian and Omani
Navies has progressed gradually, with increased visits and knowledge
sharing. The biennial naval exercise Naseem Al-Bahr has played a key role
in improving inter-operability and the successful accomplishment of this
joint naval exercise (February 2016) strengthened the robust ties between
the two Navies. The participation of Oman in the Indian Ocean Naval
Symposium (IONS)—a co-operative initiative of 35 countries of the Indian
Ocean Region—has also played a vital role in developing close chemistry
between the two countries.

Economic Relations
The economic ties between India and Oman are an important pillar in the
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strategic partnership between the two. The mutual investment between the
two has grown significantly in last few years, and stands around US$ 7.5
billion.35 The first share of the India-Oman Joint Investment Fund has already
been invested, which was around US$ 100 million; and talks are underway
to finalize the second share of US$ 300 million.36
However, the bilateral trade has seen fluctuations in recent years. During
2011–12, India’s exports to Oman stood at US$ 1.3 billion, which further
increased to US$ 2.5 billion in 2012–13. In 2013-14, they stood at US$ 2.8
billion. However, after this it has been constantly declining. In 2014–15,
India’s exports decreased to US$ 2.3 billion, and dropped further to US$
2.1 billion in 2015–16 (see Table 6.4). India’s imports from Oman also saw
a decline from US$ 5.7 billion (2013–14) to US$ 1.7 billion (2014–15) and
US$ 1.6 billion (2015–16). Total trade declined in 2014–15 by 28 per cent to
US$ 4.1 billion.
Table 6.4: India-Oman Bilateral Trade (in US$ million)
India’s Exports to Oman

2011–12
1,322.13

2012–13
2,599.49

2013–14
2,812.27

2014–15
2,379.44

2015–16
2,190.79

India’s Imports from Oman

3,345.94

2,009.72

2,951.18

1,752.24

1,674.71

Total bilateral Trade
Share of Oman in total trade

4,668.08
0.59

4,609.21
0.58

5,763.45
0.75

4,131.69
0.54

3,865.50
0.60

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 6.1: India-Oman Bilateral Trade (in US$ million)

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

India’s major exports to Oman include mineral oil, mineral fuels and
products of their distillation, equipment and machinery, garments and
textiles, electronic items and electrical, chemicals, steel products, and iron.
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Also included are customary things such as coffee, tea, spices, rice as well
as meat products and seafood. The list of Indian imports includes LNG,
urea, crude oil, polypropylene, lubricating oil, dates, and chromite ore.37
The economic and commercial relations between the countries have
strengthened further by the vibrant presence of Indian private sector
companies who are engaged in various projects in Oman.38 According to
Indian Ministry of External Affairs, among others, State Bank of India, HDFC
Ltd., ICICI Securities, Life Insurance Corporation, New India Assurance Co.,
Engineering Projects India Limited (EPIL), and National Building
Construction Company (NBCC) are present in Oman. An Indian-Omani joint
venture—SebacicOman—will be constructing the SebacicDuqm Acid
refinery which is worth around US$ 1,200 million. The foundation of this
refinery was laid in October 2016.39
Oman plays an important role in increasing the agricultural productivity
of India by providing fertilizer. Oman is one of the top five sources of
fertilizers for India, and accounts for 5.26 per cent of India’s fertilizer
imports. India imports 8 Metric Tons (MT) of urea, 25 per cent of which is
supplied by the Oman India Fertilizer Company (OMIFCO).40 OMIFCO was
established in 2006; since then it has played a key role in shaping bilateral
cooperation in this sector. Additionally, in 2015–16, India’s imports from
Oman saw a steep drop; however, India’s fertilizer imports from Oman grew
by 39.3 per cent (see Table 6.5 below).
Table 6.5: India’s Top Sources of Fertilizer Import (in US$ millions)
Country/Year

2014-2015

2015-2016

Share in total
(Per cent)

Growth
(Per cent)

China
Saudi Arabia

3154.68
612.68

3268.09
686.69

46.21
9.71

3.59
12.08

Russia

456.7

626.24

8.85

37.12

Iran
Oman

230.09
267.1

509.14
372.06

7.20
5.26

121.27
39.3

Total

6386.61

7072.88

-

10.75

Source: Export-Import Data Bank, Ministry of Commerce and Industry, Government of India

The Indian embassy in Oman has given high priority to discovering and
utilizing available investment opportunities, and to boost the interaction
with the entrepreneurs in Oman. To attract the Omani and Indian business
community, it organised an ‘Invest India’ seminar on 20 January 2016, and
in the following month, hosted a trade and investment promotion event in
association with the Oman Chamber of Commerce & Industry (OCCI). The
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idea behind organizing this event was to highlight investment opportunities
in Healthcare, Food Industry, Information Technology, Mining & Minerals,
and the Construction & Infrastructure sectors.41
The Indian mission also organised a business-to-business meeting in
association with the Oman Chamber of Commerce and Industry (OCCI) in
September. This meeting was attended by over 180 Omani businessmen
leading to Omani companies entering into business ties with a six-member
Indian business delegation led by the Federation of Indian Export
Organizations (FIEO).42
On 29 February, the Indian mission also organised the Indian Technical
and Economic Cooperation Programme (ITEC) Day. Under the ITEC
programme, India provides scholarships to Omanis, and these fellowships
were increased from 50 (in 2011–12) and to 150 (in 2014–15 and 2015–16).43
From the Omani side, some important commercial visits were also made
in 2015–16. In August 2015, the Chairman of Ithraa led a delegation of 14
Omani companies, including food processing, fertilizers, and the plastic
sectors. In September 2016, the Omani Ministry of tourism organised a
tourism road show in Hyderabad, Calcutta, Ahmadabad, and Pune.

Energy Relations
India greatly requires energy to speed up its economic growth. It does not
have adequate energy resources to serve either its current or its future
requirements. The increasing energy demand has enforced India to foster
long term energy relations with Oman. However, “India does not get much
oil from Oman, but the spot buying of oil is important in India’s oil
demand.”44 Oman is an interlocutor in the planned Middle East to India
Deepwater Pipeline (MEIDP) (Iran-Oman-India pipeline), a big project to
export Iranian natural gas to Oman and India via an undersea pipeline. The
US$ 4.5 billion project plans to export Iranian natural gas to India (31.5
million cubic meters a day) via an undersea pipeline starting from Chabahar
Port in south-eastern Iran, transiting through the Sea of Oman to Ras alJafan and the Arabian Sea, ending in Porbandar in South Gujarat, India.45
Formal talks for the pipeline started in 2014 and, in August 2015, Sreekant
Somany, the Chairman of the Confederation of India Industry’s northern
region, noted that the undersea project with Iran should be accomplished
quickly.
According to media reports, the “Iranian Foreign Minister Mohammad
Javad Zarif met with his Indian counterpart, Sushma Swaraj, at the Heart
of the Asia Conference in Islamabad (December 2015). The two discussed
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the possibility of expanding their countries’ mutual economic cooperation,
particularly in regard to Iran exporting natural gas to India.”46
Table 6.6: Share of Oil in India’s Imports from Oman
(in US$ million)
Year

Oil Imports
from Oman

Total Oil
Imports

Omani share
in Total Oil
Imports

Imports
from
Oman

Per cent of Oil
in Imports
from Oman

2011–12
2012–13

2,083.84
507.88

172,753.92
181,344.67

1.21
0.28

3,345.94
2,009.72

62.28
25.27

2013–14

1,514.11

181,382.59

0.83

2,951.18

51.31

2014–15
2015–16

732.51
584.67

156,400.01
96,953.06

0.47
0.60

1,752.24
1,674.71

41.80
34.91

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 6.2: Share of Oil in India’s Imports from Oman

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Energy trends in previous years indicate that the total share of oil imports
from Oman has witnessed a decline: from 1.21 per cent in 2011–12 it dropped
to 0.6 per cent in 2015–16 (see Table 6.6). While there was a spike in oil
imports in 2013–14 at US$ 1.5 billion, it dropped to US$ 584.67 million in
2015–16. Consequently, the share of oil imports from Oman has seen a drop
from 62.28 per cent in 2011–12 to 34.91 per cent in 2015–16.
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Table 6.7: India’s Energy Imports from Oman (in US$ million)
India’s Energy Imports from
Oman
India’s Total Energy Imports
Total Energy Imports from the
Persian Gulf
Share in Total Energy Imports
(in per cent)

2011–12

2012–13

2,083.84

507.88

2013–14

2014–15

1,514.11

2015–16

732.51

584.67

172,753.92 181,344.67

181,382.59 156,400.01

96,953.06

105,056.26 105,859.15

106,400.75

85,300.30

50,992.26

0.83

0.47

0.60

1.21

0.28

Share in Energy Imports from
Persian Gulf (in per cent)
1.98
0.48
1.42
0.86
1.15
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 6.3: Share of Oman in Energy Imports from Persian Gulf

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Cultural Relations
The large Indian community in Oman has played a vital role in strengthening
bilateral ties. A huge, diverse, and highly valued expatriate community has
registered its presence in almost all spheres of Omani life in imparting skills
as doctors, engineers, charted accountants, teachers, lecturers, nurses, etc.
The contribution of Indians in shaping bilateral relations between the two
countries has been acknowledged by the government of India through
Pravasi Bhartiya Samman. As a part of the efforts to expand these ties, the
Indian embassy in Muscat hosts various cultural programmes. It includes
exhibitions, the screening of feature films, textile shows, folk and classical
performances, musical performances, and theatre festivals. In June 2016,
Oman celebrated the second International Yoga Day in which more than
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3,000 thousand people from various part of the country performed yoga
for the first time.47 In November, for the first time the Festival of India was
organised in collaboration with the Ministry of Culture in Oman. Apart from
cultural activities many sports events were also organised to enhance
bilateral ties.

Conclusion
India-Oman relations have moved further in the positive direction. No doubt
cultural, political, and diplomatic relations have reached new heights;
however, there is scope for further improvement. Domestic developments
in Oman have opened opportunities for India. In Oman, a steady decline in
its oil prices has forced the government to diversify the economy. This
diversification process will generate several business opportunities for India,
especially in the health care, information technology, agriculture, and mining
sectors. Because of Oman’s strategic location, it can be used by Indian firms
as a manufacturing hub for export to other Gulf countries. If India does not
grasp these available opportunities, no doubt other countries will be quick
to do so. Recently, Oman and Chinese investors have signed a project to
develop a new US$ 10.7 billion industrial city near the port of Duqm. If
India is able to reach a similar agreement, the port would allow India to
spread out its economic presence in the hydrocarbon rich Persian Gulf, and
allow Indian Navy to play a greater role in the region.48
Pakistan is also interested in expanding its reach in Oman. Recently,
Pakistan and Oman agreed to start a ferry service between Gawadar, Karachi
and Muscat (Oman). Once implemented, this would have a great
geostrategic impact on India’s interests in the region. It would link not only
Oman but the entire Gulf region to the China-Pakistan Economic Corridor
(CPEC).49
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Key Information
Ruling family: al-Thani; Ruler: Tamim bin Hamad bin Khalifa al-Thani
(since 25 June 2013); Crown Prince: Abdullah bin Hamad bin Khalifa alThani (since 11 November 2014); National Day: 18 December; Parliament:
35-member nominated Majlis al-Shura; Last Parliamentary Election: NA;
Major group in parliament: NA; National Carrier: Qatar Airways.

Socio-Economic Indicators
Area: 11,586 sq km; Population: 2.25 Million; Natives: less than 40 per cent;
Expats: more than 60 per cent; Religious Groups: Citizen (Sunni 90–95 per
cent; Shia 5–10 per cent); Residents (Muslim 77.5 per cent; Hindu 14 per
cent; Christian 8.5 per cent); Youth: 12.62 per cent; Population growth rate:
2.64 per cent; Life expectancy at birth: 78.7 years; Major population groups:
Arab 40 per cent; Indian 18 per cent; Pakistani 18 per cent; Iranian 10 per
cent; Other 14 per cent; Literacy Rate: 97.3 per cent; National Currency:
Qatari Riyal (QAR); GDP: US$ 156.6 billion; Foreign Trade: US$ 98.45 billion;
Defence budget: NA; Sovereign Wealth Fund: US$ 335 billion; External
Debt: US$ 159.2 billion; Per capita income: US$ 129,700; Oil reserves: 25
billion bbl; Gas reserves: 24.53 trillion m³; HDI rank: 32; Infant Mortality
Rate: 6.2 deaths/1,000 live birth; UN Education Index: 0.686; Gender
Inequality Index: 0.524; Labour Force: 1.691 million; Unemployment rate:
0.7 per cent; Urban Population: 99.2 per cent; Rate of Urbanization: 6.02
per cent; Last National Census: 2010.
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India Related
Indian Cultural Centre: Doha (Inaugurated in 2000); Number of Indians:
600,000 (approximately); Number of places of worship for Indians: Catholic
Church (opened in 2008); Indian Schools: 8; Indian Banks: State Bank of
India (1); ICICI Bank (1); HDFC Bank; Indian Overseas Bank; Currency
exchange rate: 1 QAR = INR 18.30 (Feb 2017); Last visit to India by the
ruler: Emir Tamim bin Hamad al-Thani, March 2015; Last Indian Prime
Minister to visit: Narendra Modi, June 2016.
***
Since taking over as Head of State in June 2013, Emir Tamim bin Hamad
al-Thani has focused on giving a new momentum to Indo-Qatari relations.
Bilateral ties are based on historical linkages, traditional friendship, mutually
benefitting commercial ties, and people-to-people contact. India sees Qatari
gas reserves and sovereign wealth funds as potential areas for trade and
investment. In 2015, Emir Tamim said that his government “trusts” the
Indian economy, thus underlining the potential for investment.1 The Indian
population in Qatar currently stands at around 600,0002—about 23 per cent
of the total resident population—and hence labour migrants and trade form
an integral part of the bilateral relations. Moreover, Doha is emerging as an
overseas cultural destination for the Indian entertainment industry, and film
awards and entertainment shows form a significant part of Qatari media
and offer avenues for Indian investments.

Domestic Developments
Qatar is an absolute monarchy, with the Emir as the head of state and
government. Sharia is the main source of legislation. A constitutional
referendum held in April 2003 envisaged Qatar as a constitutional monarchy;
but progress has been slow because of the reluctance of the ruling family. It
is evident from the fact that, in July 2016, the monarchy postponed elections
for the Advisory Council until at least 2019.3 The lack of political reforms
has led to citizens losing confidence in the existing institutions; this was
evident from the low rate of registration for the 2015 municipal council
elections.4 In Qatar, no laws can be enacted without them being discussed
by the Advisory Council.
Like other GCC countries, Qatar has, in the past, attracted criticism over
its labour laws that favour local employers, particularly the kafala or
sponsorship system that requires foreign workers to obtain their employer’s
consent to travel abroad or switch jobs. Partly to assuage this criticism, Qatar
introduced a new labour law in December 2016 which aims to bring
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“tangible benefits” to expatriate workers who can change or resign from
their jobs easily. 5 The reforms seeks to create state-run “grievance
committees” to which foreign workers can appeal if employers deny them
permission.6 However, areas like press freedom, women’s rights, and civil
rights are yet to achieve desirable reforms.
Qatar has been balancing its foreign policy moves to align with its
domestic requirements. With the change in leadership in the US, Qatar has
signalled its support to President Donald Trump and his Middle East policies
without side-lining its own interests with Russia. Qatar realises Russia’s
cardinal support to Syria, and sees Moscow’s presence in the region as a
counter to US influence in the Middle East and Israel. Qatar also understands
the pragmatism in being involved with Russia which is a permanent member
of United Nations Security Council, and so it is massively investing in
Russia’s economy. It bought 19.5 per cent stake in the Russian Rosneft Oil
Company and, through this deal, it gets indirect access to Egypt’s Zohr gas
fields. Russia and Qatar remain tied together as world’s leading energy
producers and exporters, and as leading members of the Gas Exporting
Countries Forum (GECF).7
Despite the reluctance of other countries of the Gulf Cooperation Council
(GCC), Qatar has been pushing for monetary union along the lines of the
European Union. It has been committed to developing GCC-EU efforts to
expand region-to-region cooperation in the energy security realm.8 As
regards Europe, Qatar intends to develop a three-level multifaceted bilateral
approach: first with the European Union collectively; secondly with
individual states of Europe; and lastly with the non-EU European states.
Qatar ’s interaction with Europe is based on its traditional areas of
cooperation in trade and energy relations, technology transfer, sustainable
diversification, human capital development, and investments.9 It has major
arms deals with the United Kingdom and France; these balance its security
and strategic dependence solely on and against the US. It signed a major
security cooperation agreement with the UK in 2014 and in May 2015, and
it also decided to buy 24 Rafale fighter jets from the French manufacturer
Dassault Aviation for US$ 7.1 billion as well as to employ the French Air
Force to train dozens of its pilots and maintenance mechanics.10 These mark
an important step in Qatar’s decision to diversify its security and go beyond
the US protectionism.11
The Sino-Qatari interdependence is also growing, especially in the
energy, infrastructure, and investment realms. China is now Qatar’s fifth
largest natural gas customer, accounting for 6.4 per cent of its natural gas
and LNG exports.12 Qatar’s gas prices are quite competitive for Asia as
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against in Europe or in Japan. With Australian gas pipelines emerging by
2018, surpassing Qatar’s capacity—that is, 85 mtpa as against Qatar’s 77
mtpa—there could be a challenge to Qatar’s pricing of gas in the world
market.13 Therefore, realizing the trends in the world energy market, Qatar
plans to capture Asian markets with competitive pricing. Qatar aligning its
foreign policy interests along with other GCC nations would not change
anything much in regional politics.
However, despite being a small nation, Qatar remains the game-changer.
How it would pursue its regional ambitions with the support of many
regional powers emerging in the Persian Gulf needs to be watched. It has
utilised its oil and gas income to develop its economy, and capitalized on
various avenues to create soft power to invest in international diplomacy.
It has projected itself as a regional mediator to broker peace—as in the
Palestinian conflict, Afghanistan, Libya, Yemen, Sudan, etc.—but has largely
failed to establish itself as a neutral mediator.14 Qatari support for the
Islamists in various countries has put it at odds with its neighbours, and
has undermined its regional standing. However, since taking over as the
ruler, Emir Tamim has steered Qatari foreign policy towards pragmatism
by improving relations with countries such as Saudi Arabia and the UAE.
Doha supports the rebels fighting against Bashar al-Assad in Syria,15 and
has welcomed US President Donald Trump’s suggestions for safe zones in
Syria. It works alongside Saudi Arabia, Turkey, and the US and offers arms
and military training to moderate rebel forces that are overseen by the
Central Intelligence Agency.16
Economic diversification and resource utilization have made Qatar one
of the richest countries in the world in terms of per capita income, of US$
105,000. It has also been scoring high on the UNDP’s Human Development
Index with a score of 0.856, and is ranked at 33.17 The country is one of the
dominant oil suppliers, and has the third highest natural gas reserves, after
Russia and Iran. Petro-dollars largely funds its heavily subsided welfare state
structure. The Arab Spring made a moderate impact in Qatar, and the strong
assertive nature of its foreign policy took a back seat in 2015–16 due to
domestic challenges arising out of low oil and gas prices as well as low
public spending.
Under the new Emir, Qatar plans to diversify its economy and resource
utilisation which would benefit the country in times of low oil prices. The
diversification of the economy into tourism, education, infrastructure
development, airways, and industrial creation has broadened its resource
and income generation base. Qatar is moving out of its shell as a regional
power, and is building relations with peripheral neighbours like Turkey as
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well as Israel.18 Its pragmatic foreign policy is driving its interest towards
building relations with Israel based on security ties.19 Qatar has approved
Ankara’s establishment of its first military base in the Gulf and the Middle
East, in which 3,000 soldiers would be stationed.20 With low political risk
and with a pan-Arab political move, Qatar aims to develop newer relations
with neighbours as well as distant countries without hampering old ties.
The Gulf monarchies are now introducing young generations into their
administrations in order to counter the challenges of employment, human
rights, and the generation gap. Qatar’s new Emir is 36 years old, and this is
pertinent to assess how he conducts his foreign policy in the region as well
as with great powers.

Bilateral Relations
Formal relations between India and Qatar were established in 1973, and
ever since then, both countries have maintained good ties revolving around
trade, investment, and defence cooperation. Diversification is now the key
to bilateral cooperation in various sectors of investment: education, labour,
and energy. Indian nationals comprise the largest expatriate community in
the emirate, and are engaged in a wide spectrum of professional activities,
including medicine, engineering, education, finance, banking, business,
media, and labour. This labour force is highly regarded for their hard work,
qualifications, and their contribution to the development and progress of
Qatar. The Joint Working Group on Labour and Manpower Development
held its third meeting in Doha in August 2015.21

Political Relations
The Emir of Qatar, Hamd bin Khalifa al-Thani, made state visits to India in
April 1999, May 2005, and April 2012. When the results of the Lok Sabha
elections were announced on 16 May 2014, Sheikh Abdullah bin Nasser alThani, the Prime Minister and Minister of Interior of Qatar, made a
congratulatory phone call to Prime Minister-elect Narendra Modi; the latter
thanked the Qatari leadership, and tweeted: “We will take India-Qatar ties
to newer heights.”22 Emir Tamim Bin Hamad al-Thani visited India in March
2015, imparting fresh impetus to bilateral ties.23 The visit was significant as
this was his first visit to India; it was also the first visit of a Head of State
of an Arab country after Narendra Modi became prime minister.24
Both sides enthusiastically discussed ways and means of enhancing a
forward looking partnership by expanding and deepening the areas of
engagement in energy, power, petrochemicals, investment, infrastructure,
development, project exports, education, culture, health, human resource,
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media, and information technology. During the Emir’s visit, six MoUs
entailing co-operation in several fields were signed, including an important
agreement on prisoner repatriation. According to the agreement, citizens of
India or Qatar who are convicted and sentenced for a crime can be extradited
to their native country to spend the remaining years of their prison
sentence.25
Both sides also signed six agreements or Memorandum of
Understandings regarding mutual cooperation between India’s Foreign
Service Institute, and the Qatar’s Diplomatic Institute; cooperation in
information and communication technology; and exchange of news and
mutual cooperation between the Qatar News Agency and the United New
Agency. Prime Minister Modi paid a return visit to Qatar on 4–5 June 2016
during which both sides signed seven agreements, and Modi interacted with
the Indian community in Doha. The focus of the visit was primarily on
improving relations in the hydrocarbon sector as well as labour issues.
Prime Minister Modi had a fruitful interaction with top Qatari investors
and businessmen. He, along with the Qatari Minister of Economy and
Commerce of Qatar, Sheikh Ahmed bin Jassim al-Thani (the Vice Chairman
of Qatar’s Sovereign Wealth Fund and the Qatar Investment Authority
[QIA]), co-chaired the meeting. During the ceremonial lunch organised by
the Emir, the two leaders exchanged views on bilateral, regional, and
multilateral issues of common interest, and agreed to constitute an interministerial High Level Joint Committee to regularly review all bilateral
matters, including regional and global issues of mutual interest. As a special
gesture, the Emir pardoned and released 23 Indian prisoners on the first
day of the holy month of Ramadan on 6 June.26
In a follow-up visit, India’s MoS for External Affairs, V. K. Singh, visited
Qatar on 5 September and met his Qatari counterpart to discuss issues of
mutual interest. In December, the Qatari Prime Minister, Abdullah Bin
Nasser al-Thani, came to India. Accompanied by a large business delegation,
he discussed issues such as bilateral investments and regional developments.
Further, the two sides announced the establishment of a Qatar-India Business
Council. High level discussion on progress in areas such as energy,
infrastructure, investment, trade, and security took place during the visit.
Discussions on developing a framework provided by the Agreement on
Defence Cooperation in the fields of specialized training, exchange of
information, and the joint production of defence equipment were also held.
They also exchanged mutual concerns regarding the political and security
situation in the Middle East and South Asia, and discussed formats to work
closely in combating terrorism, radicalization, and sectarianism.27
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Economic Relations
Trade and commerce form a distinguishable part of the relations between
Qatar and India. Earlier, in 2008, Qatar agreed to invest US$ 5 billion in
India’s energy sector. A deep-sea gas pipeline to India through Oman was
also proposed. India is the third largest export destination for Qatar (after
Japan and South Korea), and is its tenth largest imports source. Since 2014,
India has made serious reforms in the investment and trade sector to ease
foreign investment. During his visit to Qatar, Prime Minister Modi urged
business leaders to invest in India, taking advantage of reformed business
rules and procedures, and the removal of economic bottlenecks. A MoU for
investment in India’s National Investment and Infrastructure Fund (NIIF)
was signed with the Qatar Investment Authority in 2016.28
Qatari participation in Indian business and investment events has been
exemplary. Since 2014, Qatar has been actively participating in various
events, including the Vibrant Gujarat Summit in Gandhinagar (11–13 January
2015); the Partnership Summit 2015 in Jaipur (15–17 January 2015); Black
Rock India Investor Summit in New Delhi (3 February 2015)—in which the
former Qatari Prime Minister, Sheikh Hamad bin Jassim bin Jaber Al Thani,
was among the attendees—and Aero India in Bengaluru (18–22 February
2015).29
A 20-member NASSCOM delegation visited Doha on 18–19 March
2015.30 A multi-sectoral delegation from the Confederation of Indian Industry
(CII) led by its President-designate visited Doha on 20–21 October 2015.31
The largest ever number (65) Indian companies participated in the Project
Qatar Exhibition in May 2015.32 There was high-level participation from
Qatar at the Indian Investment Summit in New Delhi on 4–5 February 2016.33
More than 50 Indian companies, under the banner of ASSOCHAM,
participated in Project Qatar 2016 organised from 9–12 May 2016 at the Doha
Exhibition & Convention Centre (DECC), in which a total of over 1,800
companies participated, with nearly 1,100 exhibitors.34 The Qatar Chambers
of Commerce and Industry and the Embassy of India organised an event to
promote the participation of Qatari businessmen and investors at the ‘Make
in India’ Week in Mumbai from 13–18 February 2016.35
A nine-member delegation from Gujarat (led by Rajiv Kumar Gupta,
Principal Secretary, Government of Gujarat), visited Doha on 10–11 October
2016 to promote the 7th Vibrant Gujarat Global Summit held in Gandhinagar
in January 2017.36 This delegation participated in the networking event
organised by IBPN, held a round table meeting with the members of Qatar
Chamber of Commerce and Industry (QCCI), met the CEO and executives
of the Qatar Development Bank (QDB), the senior representatives of the
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Qatar Investment Authority (QIA), as well as “Muntajat”, the Qatari PSU
that markets petrochemical products.37
Qatar’s FDI in India is modest; but its Sovereign Wealth Fund held by
the Qatar Investment Authority (QIA) and other State-owned entities as well
as the wealth held by private investors in the country are attractive
investment propositions for India’s growing market.38 Qatar has several
large-scale investments in India, including a more than US$ 1 billion stake
in the telecommunications company Bharti Airtel.39 Qatar Airways has
expressed interest in expanding its routes to India, and in buying a stake in
the Indian budget airline IndiGo.40 Qatar Airways (QA) now has total of
102 weekly passenger flights across 13 key cities in India.
The Indian government wants Qatar to invest in the ‘Make in India’
initiative. Indian Business & Professional Network (IBPN), functioning under
the aegis of the Indian Embassy, promotes trade and investment on both
sides. The recent setting up of an India-Qatar Business Forum, comprising
senior representatives of a number of Indian companies and Qatari
businessmen nominated by Qatar Chamber of Commerce and Industry, is
another positive development.41
India’s corporate sector—particularly construction/infrastructure and
IT sectors—has many operations in Qatar. These include Larsen & Toubro,
Punj Lloyd, Shapoorji Pallonji, Voltas, TCS, Wipro, Mahindra Tech, HCL,
etc. SBI, ICICI, and other Indian banks have limited operations under the
Qatar Financial Centre or private exchange houses.42 Indian investors are
looking for constructing luxury housing, apartments, and hospitals.43 Larsen
& Toubro (L&T) has extended its infrastructural operations by constructing
the Gold Line Metro and the Wakra Bypass highway.44 On 7 June 2016, the
Supreme Committee for Delivery & Legacy (SCDL) announced that a Qatari
company, Al Balagh Trading & Contracting and L&T had been appointed
as the main contractors to build the 40,000 seat capacity Al Rayyan Stadium
for football in time for the World Cup matches scheduled for 2022.45
On 29 August 2016, the Qatar National Bank (QNB) (Qatar’s largest
bank) received RBI approval for retail operations and to open a branch
providing comprehensive banking services. QNB (India) had hitherto
provided investment and finance consultancy and advisory services only
for Middle East companies establishing businesses and investing in India.46
India’s precarious import-export situation stays lop-sided in Qatar’s
favour, but India is trying to solve the problem. Therefore, India’s exports
to Qatar have stabilized around US$ 900–1,000 million. Major items of Indian
export are machinery and equipment, transport equipment, articles of iron
or steel, plastic, construction material, electrical and electronic items, textiles
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and garments, chemicals, precious stones, rubber, spices, mineral fuel, and
cereals.
There has been a substantial growth in India’s exports, amounting to
nearly US$ 1 billion out of two-way trade of nearly US$ 17 billion in 2013–
14, registering an export growth of 45 per cent over the export figure (US$
687 million) in 2012–13. In 2014–15, India’s exports exceeded US$ 1 billion
(about US$ 1,055 million). However, bilateral trade came down due to the
decline in Qatar’s exports to India from US$ 15.66 billion in 2014–15 to
US$ 9.9 billion in 2015–16. As indicated in Table 7.1, the trade figures show
a sharp drop over the last two years, attributed mainly to lower oil prices
and slowdown in international trade.
Table 7.1: India-Qatar Bilateral Trade (in US$ million)
2012–13

2013–14

2014–15

2015–16

Exports
Imports

2011–12

807.95
687.18
12,916.35 15,693.08

969.06
15,707.99

1,054.98
14,604.71

902.04
9,022.16

Total Trade

13,724.30 16,380.26

16,677.04

15,659.69

9,924.20

Share
1.73
2.07
2.18
2.06
1.54
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 7.1: India-Qatar Bilateral Trade

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Qatari imports from India amounted to US$ 1.2 billion or 3.8 per cent
of its overall imports in 2014. At a value of US$ 215.3 million, cereals were
India’s top exported commodity. Machinery came second, at US$ 108.6
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million. The export value for electronic equipment was US$ 93.2 million,
making it the third most significant export to Qatar.47
Qatari exports to India totalled US$ 16.8 billion or 12.7 per cent of its
overall exports in 2014. The highest valued export commodity is oil, of which
US$ 14.9 billion worth has been exported to India. Vying for second place
is plastics, which recorded a worth of US$ 700.8 million. The third highest
valued Qatari export to India is organic chemicals, accounting for a total of
US$ 554 million.
Table 7.2: Share of Oil in India’s Imports from Qatar (in US$ million)
Year

Oil Imports
from Qatar

Total Oil
Imports

2011–12

11,697.83

172,753.92

Qatar’s Share
in Total Oil
Imports
6.77

Imports from Per cent of Oil
Qatar
in Imports
from Qatar
12,916.35
90.57

2012–13

14,578.34

181,344.67

8.04

16,380.26

89.00

2013–14
2014–15

14,590.81
13,415.31

181,382.59
156,400.01

8.04
8.58

15,707.99
14,604.71

92.89
91.86

2015–16

7,942.43

96,953.06

8.19

9,022.16

88.03

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 7.2: Share of Oil in India’s Imports from Qatar

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Despite the competitive pricing of oil from Qatar, the share of Qatar
imports declined, both in terms of monetary value and volume. As is clear
in Table 7.2, Qatar’s oil export to India reduced to almost half; so did the
total oil imports, which include oil and oil-based products. It is significant
that Qatar’s export of oil to India is on the decline since 2011–12.
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Qatar is the largest supplier of LNG to India, accounting for over 65
per cent of its global imports and 15 per cent of Qatar’s export of LNG.
Petronet of India and RasGas of Qatar signed a Sale Purchase Agreement
(SPA) for the additional annual supply of one million metric tons of LNG
by RasGas in New Delhi on 31 December 2015; this is in addition to the
existing long term contract for supply of 7.5 million metric tonnes of LNG
per annum.48 The share of oil imports has been declining since the last five
years. India also imports ethylene, propylene, ammonia, urea, and
polyethylene from Qatar. Hence, the balance of trade always remains in
Qatar’s favour.
Table 7.3: India’s Energy Imports from Qatar (in US$ million)
2014–15

2015–16

India’s Energy Imports from
Qatar
India’s Total Energy Imports

2011–12

11,697.83 14,578.34 14,590.81 13,415.31
172,753.97 181,344.67 181,382.59 156,400.01

7,942.43
96,953.06

Total Energy Imports from
the Persian Gulf

103,915.24 105,809.19

Share in Total Energy Imports
(in per cent)
Share in Energy Imports from
Persian Gulf (in per cent)

2012–13

2013–14

106,400.75

85,300.30

50,992.26

6.77

8.04

8.04

8.58

8.19

11.26

13.78

13.71

15.73

15.58

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 7.3: Share of Qatar in Energy Imports from Persian Gulf

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in
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In January 2016, Qatar agreed to decrease the selling price of gas to India
from US$ 12 to13 per unit to US$ 6 to 7 per unit. This deal came as a result
of the global reduction in gas prices and the surplus in gas supply
worldwide. In addition to reducing the price, Qatar also agreed to exempt
India of the US$ 1.8 billion fee that India owed due to its noncompliance in
importing gas shipments which was previously agreed upon in 2015.49 Prime
Minister Modi’s active energy diplomacy in the region has benefitted India
in gaining reduced comparative gas pricing from the region.
Indian imports from Qatar in terms of monetary value have declined in
the last one or two years due to a decrease in international oil and gas prices.
Bilateral trade touched a high of US$ 16.68 billion in 2013–14 and dropped
to US$ 9.93 billion in last fiscal 2015–16. To study the cumulative record of
India-Qatar’s energy trade, it is important to understand that declining oil
prices in the world market were the deciding factor for the trade imbalance
in the Persian Gulf. Notably, Qatar’s share in India’s energy imports from
the Persian Gulf has increased—from 11 per cent in 2011–12 to 15 per cent
in 2015–16.

Cultural Relations
Cultural ties between the two countries are deep rooted, and both had signed
an Agreement on Cultural Cooperation in 2012. The Qatari side has
proposed to celebrate the India-Qatar Year of Culture in 2019. The Indian
Cultural Centre (ICC), the apex body of associations of the Indian
community functioning under the aegis of the Indian Embassy, is generally
responsible for organising events. Indian artists have been performing
regularly at events managed by community organisations affiliated to the
ICC and private sponsors.50 The ICC has been organizing a large-scale
Community Festival on A Passage to India in November 2013, March 2015,
and April 2016, which presents India’s rich cultural diversity and
achievements in different spheres. In the education sector, Indians benefit
from affiliated-foreign universities operating in the Emirate. There are about
14 Indian schools which offer the CBSE curriculum to over 30,000 students,
and most of whom are children of Indian nationals working in the country.
Since Qatar has been actively attracting global games and sports events,
Indian tourism has been successful in organising several events and
tournaments in sports, such as athletics, boxing, volleyball, and wrestling.
Hassan al-Thawadi, Secretary General of Qatar’s Supreme Committee of
Delivery and Legacy for FIFA 2022, along with other senior officials,
participated in the Asian Football Confederation function in Gurgaon on
29 November 2015.
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The Fath Al Khair (meaning ‘the Victory of the Good’) Dhow undertook
a voyage from Doha to Mumbai via Oman, between 5 October and 17
November, 2015. It was received in a welcome ceremony presided over by
Governor of Maharashtra, Chennamaneni Vidyasagar Rao. This event was
launched by Emir Hamad al-Thani in 2013, and marks the commemoration
of the historical pearl trade route that existed between the two countries in
the past.
Yoga is the new area of cooperation, and Qatar came out with strong
support of India’s initiative of the International Yoga Day, and India deeply
appreciated this gesture. Qatar was among the record number of 177 cosponsors for the UN General Assembly Resolution 69/131 (unanimously
adopted on 11 December 2014) declaring 21 June as the International Day
of Yoga (IDY), and for various activities to celebrate the first IDY in Qatar.
Qatar Post also released a commemorative stamp to mark the first IDY day
in 2015. A public event was organised to celebrate 2nd International Day of
Yoga at the Al Gharafa Sports Club in 2016.
Healthy bilateral relations are based on the large and diverse Indian
community comprising a wide spectrum of professionals in medicine,
engineering, education, finance, banking, business, and media. Volunteers
from the Indian community are helping Indian workers mainly through the
Indian Community Benevolent Forum (ICBF), functioning under the aegis
of the Indian Embassy. An official delegation led by Qatar Ambassador in
New Delhi attended the 5th Pravasiya Bhartiya Divas Panel Discussion,
‘Managing Migration to ECR Countries’, on 28 June 2016 in New Delhi.
There is a Joint Working Group on Labour and Manpower Development
between the two countries, and its fourth meeting was held in New Delhi
on 24–25 November 2016.

Defence Relations
It was under the United Progressive Alliance (UPA) government headed
by Prime Minister Manmohan Singh that defence relations between India
and Qatar took a leap. The India-Qatar Defence Cooperation Agreement
was signed during Prime Minister Singh’s visit to Qatar in November 2008,
and was extended until 2018. It is implemented through the Joint Defence
Cooperation Committee (JDCC), which had its fourth meeting in New Delhi
on 6–7 January 2015. Both sides inked a maritime defence agreement which
would focus upon mutual maritime defence training, and facilitate mutual
visits. The visit also resulted in an agreement pertaining to law enforcement
and national security which focused on exchanging classified information
to assist in suppressing threats posed by extremist elements. Continuing the
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cooperation on JDCC, meets were hosted in Doha in 2008; in New Delhi in
2011; Doha in 2013; and in New Delhi in January 2015.51
As a follow up of the 4th JDCC, two high-level delegations visited India
from Ministry of Transportation, and the Qatar Emiri Air Forces at the AERO
INDIA EXPO 2015, held at Bengaluru during 19–23 February 2015.52 A threemember delegation from Joaan Bin Jassim Joint Command and Staff College
visited India during 13–18 April 2015. This team, led by its Commandant,
visited the National Defence College (NDC), Institute for Defence Studies
and Analyses (IDSA), National Maritime Foundation (NMF), and Defence
Services Staff College (DSSC, Wellington).53 A Brigadier rank officer of the
Qatar Armed Forces joined the 56th NDC course in January 2016.54 The
fourth edition of Exercise Ferocious Falcon 2015, a biennial multi-national
crisis management exercise organised by the Qatar Armed Forces, was held
during 10–26 May 2015. 55 A two-member delegation from HQIDS
participated as observers during the Field Training Exercise (FTX) phase from
18–21 May 2015. Indian Naval ships INS Delhi and INS Trishul as part of
Western Fleet’s Overseas Deployment Programme (OSD) to the Gulf, paid
a goodwill visit to the port of Doha from 14–17 September 2015.56
The Indian Coast Guard Ship ICGS Sankalp visited Doha Port from 24–
28 January 2016 to mark India’s 67th Republic Day celebrations. For the
first time, the 34-member ceremonial band of the Qatar Armed Forces played
the National Anthems of the two countries at the reception hosted by the
Indian embassy to celebrate Republic Day in 2016.57
A delegation from Qatar Emiri Naval Forces (QENF) attended the
International Fleet Review 2016 (IFR 2016) at Visakhapatnam from 4–8
February 2016. A high level delegation from the Qatar Emiri Land Forces
participated at the Ninth International Land, Naval, Internal Homeland
Security and Defence System Exposition (DEFEXPO INDIA-2016), held in
Goa from 28–31 March 2016. 58 A high level delegation from India
participated in the Doha International Maritime Defence Exhibition and
Conference (DIMDEX 2016) held in Doha from 29–31 March 2016. The
delegation was led by Vice Admiral Sunil Lanba, Flag Officer Commanding
in Chief, Western Naval Command of the Indian Navy (later the Chief of
the Naval Staff), and included two senior officers of the Indian Coast Guard.
The Indian Naval Ship INS Beas visited Doha port from 28 March to 1 April
2016 to participate in DIMDEX 2016.59 A three member delegation of the
Qatar Emiri Naval Forces (QENF), led by Brigadier Tariq Khaled Al Obaidly,
Director of Education and Courses, visited the Southern Naval Command,
Kochi; Indian Naval Academy (INA), Ezhimala; and INS Hamla, Mumbai,
from 18–22 April 2016.60
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Conclusion
Indians consist a large segment of the migrant population in Qatar. The
labour reforms undertaken by Qatar government might improve the
conditions of Indian workers. India-Qatar relations are gaining momentum,
especially when India’s Gulf policy is acquiring a new vibrancy. Indian
private sector investors are looking forward to attractive investment options
in the infrastructure sector in Qatar—like the upcoming Al Houl Special
Economic Zone. Similar momentum has been exhibited by Qatar’s private
investors who are looking to invest in infrastructure and other sectors in
India. As India is revisiting its foreign policy with the Gulf countries under
Prime Minister Modi, Qatar emerges as a major partner because of energy
and investments.
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8
SAUDI ARABIA
Prasanta Kumar Pradhan

Key Information
Ruling family: al-Saud; Ruler: King Salman bin Abdulaziz al-Saud (since
23 January 2015); Crown Prince: Muhammad bin Salman al-Saud (since 21
June 2017); National Day: 23 September; Parliament: 150-member
nominated Majlis al-Shura; Last Parliamentary Election: NA; Major group
in parliament: NA; National Carrier: Saudi Arabian Airlines.

Socio-Economic Indicators
Area: 2,149,690 sq km; Population: 28.16 million; Native: 70 per cent; Expats:
30 per cent; Religious Groups: Citizens (Sunni 85–90 per cent; Shia 10–15
per cent); Youth: 18.85 per cent; Population growth rate: 1.46 per cent; Life
expectancy at birth: 75.3 years; Major population groups: Arab less than
90 per cent; Asian and African more than 10 per cent; Literacy rate: 94.7
per cent; National Currency: Saudi Riyal (SAR); GDP: US$ 637.8 billion;
Foreign Trade: US$ 363 billion; Defence budget: 12.6 per cent of GDP (2015);
Sovereign Wealth Fund: US$ 576 billion; External Debt: US$ 200.9 billion;
Per capita income: US$ 54,100; Oil reserves: 269 billion bbl; Gas reserves:
8.489 trillion m³; HDI rank: 39; Infant Mortality Rate: 13.6 deaths/1,000
live birth; UN Education Index: 0.723; Gender Inequality Index: 0.284;
Labour Force: 12.02 million; Unemployment rate: 11.2 per cent; Urban
Population: 83.1 per cent; Rate of Urbanization: 2.1 per cent; Last National
Census: 2011.
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India Related
Indian Cultural Centre: NA; Number of Indians: 2.8 million
(approximately); Number of places of worship for Indians: None; Indian
Schools: 40; Indian Banks: State Bank of India (1); Currency exchange rate:
1 SAR = INR 17.77 (Feb 2016); Last visit to India by the ruler: King
Abdullah, January 2006; Last Indian Prime Minister to visit: Narendra
Modi, April 2016.
***
The beginning of the protests in the Arab world brought a number of
political, security, economic and strategic challenges for the Kingdom of
Saudi Arabia. Amidst unprecedented changes taking place throughout the
region, Saudi Arabia was able to contain unrest in its Eastern Province and,
at the same time, played a key role in trying to change the geopolitics of the
region. It has faced strong internal security challenges emanating from
terrorism and severe economic downturn following the fall of global oil
prices. To protect its interests in the immediate neighbourhood, it has made
military interventions in neighbouring Bahrain and Yemen. While the
military intervention in Bahrain was relatively lower, in Yemen it has been
intense and prolonged. Saudi Arabia has also stakes in other regional
conflicts, such as Syria and Iraq. Amid all these domestic and external
challenges, there has been a change of guard following the death of King
Abdullah in January 2015. The new King Salman and his two Crown Princes
have domestic and foreign policy challenges facing them. During the period
under review, a number of ambitious projects have been launched, and
measures were adopted to deal with the situation. Their outcomes, whether
successful or not, would reflect in the next few years; but at present the
Kingdom is certainly passing through a phase of huge uncertainty.
India’s relationship with Saudi Arabia has remained unaffected by the
internal changes in the Kingdom and the continuing regional turmoil.
Bilateral trade continues to grow steadily, and Saudi Arabia remains the top
supplier of oil for India. At the same time, both countries are looking to
enhance ties in the political, security, and defence arenas, and to build a
comprehensive strategic partnership. While for several decades, trade and
energy ties remained the mainstay of the relationship, in recent years, the
security and strategic aspects have received a boost due to regional
environment and common threat perceptions. The exchange of high level
bilateral visits and the signing of agreements on wide-ranging issues,
indicate seriousness on both sides for a sustained political engagement.
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Domestic Developments
The Royal Succession
Early 2015 witnessed a change of guard in the Kingdom, and following the
death of King Abdullah, Crown Prince Salman became King on 23 January
2015. In April 2015, King Salman appointed his nephew Muhammad bin
Nayef as the Crown Prince, and his son Mohammed bin Salman as the
Deputy Crown Prince. The appointment of Prince Muhammad bin Nayef
means that the reign would eventually be passed on to the next generation
of royals—that is, the grandsons of Ibn Saud.1
King Salman appointed his son Prince Mohammed as Deputy Crown
Prince, Minister of Defence, and Chairman of the newly established Council
for Economic and Development Affairs. Since his elevation, Prince
Mohammed Bin-Salman has emerged as the most influential leader, and a
major force in the royal court. He has been instrumental in taking key
decisions, including the unfolding of Vision 20302 as well as the Saudi-led
military intervention in Yemen.3

Terrorism
The emergence of the Islamic State of Iraq and Syria (ISIS) has created a
security challenge for the Kingdom. Since its declaration of a caliphate, the
ISIS has launched a number of attacks within Saudi Arabia, including a
bombing outside Prophet’s Mosque in Medina in July 2016. The attacks
witnessed an increase after Abu Bakr al-Baghdadi’s speech (delivered in
November 2014) urged his followers to launch attacks on the Kingdom.4
The ISIS is trying to create sectarian strife in the Kingdom by deliberately
targeting Shia mosques, particularly in the Shia-dominated Eastern Province.
Saudi authorities also claim to have foiled several planned attacks by the
ISIS. In July 2015, the authorities arrested 431 people linked to the ISIS, and
accused them of planning to carry out attacks inside the Kingdom.5 Earlier,
in March 2014, Saudi Arabia designated the ISIS as a terrorist organisation.
In December 2015, Saudi Arabia announced a coalition of 34 Islamic
countries to fight terrorism in the region. As a number of Islamic countries
are fighting terrorism individually, this initiative is aimed at coordinating
their actions. In January 2017, former Chief of Army Staff of Pakistan,
General Raheel Sharif, was appointed the head of this coalition.6 Deputy
Crown Prince Muhammad Bin-Salman stated that, “The formation of the
Islamic military alliance emanates from the Islamic world’s keenness to fight
terrorism and be a partner of the world in the fight against this scourge.”7
He also stated that the coalition would not focus on any one particular group
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(such as the ISIS) but on terrorist groups across the globe, and that the
alliance would operate under the UN and OIC counterterrorism provisions.8
This is a major Saudi initiative to build an alliance against terrorism by
inviting Islamic countries from Middle East, Africa, and South Asia.9

The Economy
The economy of the Kingdom has been severely hit as a result of the sharp
fall in international oil prices. The average price of the Arabian Light oil fell
from US$ 110.22 in 2012 to US$ 49.85 in 2015.10 As a result, oil revenues
witnessed a sharp decline—from US$ 305.26 billion in 2012 to US$ 119 billion
in 2015.11 This led to a drastic increase in the budget deficit: from 3.4 per
cent of GDP in 2014 to 16.3 per cent in 2015.12 To deal with the situation,
Saudi Arabia continued to increase its oil production through 2015 and 2016.
This was intended mainly to dominate the supply market in the face of
competition being faced from other big suppliers. It was also partly aimed
at dealing with the low oil prices and the increase in Shale oil production
by the US. In 2015, Saudi Arabia produced an average 10.2 million barrels
per day (bpd), which was an increase from 9.71 million bpd in 2014 and
9.64 million bpd in 2013.13
Actual expenditures of the government also went down by 11.9 per cent
in 2015; and the government was forced to adopt austerity measures. In
December 2015, it announced a revision of prices of energy, water, and
electricity “gradually over the next five years.”14 In September 2016, King
Salman announced 20 per cent cuts in the salaries of ministers; 15 per cent
reduction in the annual subsidy granted to Shura Council members for
housing; and a 15 per cent cut from their car maintenance and fuel cost for
four years.15 The economy grew at the rate of 3.5 per cent in 2015, and the
budget registered a deficit of US$ 96.58 billion in 2015.16
The Kingdom is planning to give a boost to non-oil revenues in order
to diversify its economy and expand its tax base. For generating further
revenue, the government has decided to impose five per cent value added
tax (VAT), beginning 2018. This would be in accordance with the decision
taken by the Gulf Cooperation Council (GCC) to impose a uniform VAT in
all member countries. According to an IMF estimate, at the rate of 3 to 5 per
cent of VAT, Saudi Arabia would be able to generate additional tax revenue
of 1 to 1.6 per cent of its GDP.17 The government has also decided to remove
50 per cent subsidy on seven items: port services, passport fees, car driving
license fees, car transfer fees, traffic fines, and the renewal of residence
permits for domestic workers.18 To augment additional resources, the
government increased visa fees in August 2016. Earlier, in November 2015,
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the Saudi Council of Ministers proposed to impose a 2.5 per cent White Land
tax,19 which was approved the following June.20 The government believes
that the imposition of such taxes would help address the increasing housing
challenge due to the rapidly growing urban population in the Kingdom.

Saudi Vision 2030
On 25 April 2016, Deputy Crown Prince Mohammad bin Salman announced
the Saudi Vision 2030 which envisages making the Kingdom the heart of the
Arab and Islamic worlds by turning it into an investment powerhouse, and
the hub connecting the three continents of Asia, Europe, and Africa.21 He
has described the vision as “ambitious yet achievable blueprint”22 for
establishing the long term goals of a vibrant society, a thriving economy,
and an ambitious nation.23
In June 2016, Saudi Cabinet approved the National Transformation
Programme 2020 (NTP), with the objective of building the institutional
capability to meet the aspirations of Vision 2030. The NTP identifies the
strategic objectives of the Kingdom in different fields, and the initiatives
necessary to meet the themes of the Vision 2030. The strategic targets of the
NTP included, inter alia, an increase in non-oil governmental revenue from
US$ 43.46 billion to US$ 141.32 billion; raising non-oil export commodities
from US$ 49.33 billion to US$ 87.99 billion; and increasing foreign direct
investment (FDI) from US$ 8 billion to US$ 18.66 billion by 2020.24
After the fall of oil prices during the last few years, the Saudi economy
has been severely affected. This has been reflected in Vision 2030, which calls
for diversification of the economy, generation of new job opportunities,
attracting investments, supporting entrepreneurship and privatizing some
government services. The targets mentioned in the vision document for the
next 15 years look ambitious for a heavily oil-dependent centralised
economy.

Foreign Policy
The developments in neighbouring Yemen remain a major cause of concern
for Saudi Arabia. In the aftermath of the protests, Saudi Arabia played a
key role in signing the ‘GCC Initiative’ in November 2011, which paved the
way for the transition of power from Ali Abdullah Saleh to Abdrabbuh
Mansur Hadi. Dissatisfied with the outcomes of the National Dialogue
Conference (NDC), in early 2014, the Houthis started their forward march
from Saada to the capital city Sana’a. They forced the Hadi government out
and captured Sana’a in September 2014, and subsequently, announced the
formation of their own government by dismissing the parliament. Saudi
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Arabia decided to intervene militarily to push the Houthis out of the capital
Sana’a, and started its military campaign (known as Operation Decisive Storm)
on 26 March 2015—a military coalition enjoying the support of neighbouring
countries such as Bahrain, Kuwait, Qatar, and the UAE. Other Arab
countries, including Egypt, Jordan, Senegal, Sudan, and Somalia, also joined
the coalition while the US agreed to provide intelligence support. The Saudiled military has been able to achieve only limited success. On 21 April 2015,
the coalition officially declared the end of Operation Decisive Storm, and began
Operation Restoring Hope with the objective of protecting citizens, continuing
to combat terrorism, and engaging in political negotiations to restore peace
and stability in the country. However, despite officially announcing the end
of the Operation Decisive Storm, military operations never ceased, and
continue till date.
Saudi Arabia is continuing its political and diplomatic efforts for the
removal of the Bashar al-Assad regime in Syria. Since November 2012, Saudi
Arabia, along with the other members of the GCC, recognised the opposition
National Coalition of Syria as the ‘legitimate representative’ of the Syrian
people. 25 Riyadh believes that the opposition should be militarily
strengthened as several political and diplomatic efforts by the international
community to protect the Syrian people have failed. For Saudi Arabia, the
Assad regime needs to be removed for any credible political transition and,
in February 2016, the Saudi Foreign Minister Adel al-Jubeir stated that Assad
would be removed if not by a political process then by the use of force.26 In
December 2015, Riyadh hosted a meeting of the Syrian opposition forces
representing the armed revolutionary factions and various other groups.
The participants stressed on the removal of Assad, the establishment of a
transitional government with full powers as per Geneva Communiqué of
June 2012, and their commitment towards democracy, pluralism, and
sovereignty. After deliberations, the participants agreed to form a High
Negotiations Committee (HNC) with its office in Riyadh, to negotiate with
the Assad regime on behalf of the participants.27
In July 2015, Iran and the P5+1 (China, France, Germany, Russia, the UK,
the US and the EU) agreed to sign the Joint Comprehensive Plan of Action
(JCPOA) and end the prolonged controversy surrounding the Iranian nuclear
programme. From the beginning, Saudi Arabia had expressed its reservations
about the negotiations with Iran, preferring the opposite—that is, for the
continuation and intensification of harsher sanctions against Iran. Though
it formally welcomed the deal, Saudi Arabia remained wary of Iranian
intentions and its ability to acquire nuclear weapons.28 The Iranian nuclear
talks have always raised doubts in the minds of GCC leaders, including
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Saudi Arabia, about the commitment of the US towards Gulf security.29 For
its part, the US has tried to allay such apprehensions of the GCC leaders, and
assured them of its continued security cooperation with them.30
As friction in US-Saudi relations began in the immediate aftermath of
the Iranian nuclear deal, China has come forward to expand its relationship
with Saudi Arabia by looking beyond trade and energy. Both China and
the Kingdom have been looking to deepen their ties, and increase the scope
of their engagements. This has been evident in the high-level bilateral visits
and agreements between the two countries. Chinese President Xi Jinping
visited Riyadh in January 2016, during which he and King Salman
inaugurated the operation of the Yasref oil refinery, a joint venture between
the two countries. Both sides decided to restart the China-GCC free trade
agreement (FTA) talks, and agreed to enter into a ‘comprehensive strategic
partnership’ for bilateral cooperation in several fields, including support
for the Chinese Belt and Road Initiative.31 Deputy Crown Prince Mohammed
Bin-Salman visited China in August 2016, and discussed a number of mutual
bilateral issues, including trade and investment, ‘Belt and Road’, Saudi Vision
2030, and a host of other regional issues. In November, Meng Jianzhu, a
special envoy of President Xi Jinping, met King Salman, and both the
countries discussed joint cooperation on counter-terrorism, among other
issues.
Both the countries signed a five-year cooperation plan for security
training.32 In October 2016, China and Saudi Arabia conducted the joint
military exercise Exploration 2016 in the Chinese city of Chengdu, where
Special Forces of the Royal Saudi Land Forces participated with their Chinese
counterparts.33 Growing Saudi-China ties got a further boost with the visit
of King Salman to China in March 2017.

Bilateral Relations
Political Relations
India-Saudi Arabia relations continue to grow stronger, and the Kingdom
remains a key partner of India in the Gulf region. Political, economic, and
security ties have received a further boost with increased engagements and
interaction at various levels. In the recent past, the bilateral relationship has
touched new heights. The visit of King Abdullah to New Delhi in 2006 as
the chief guest for the Republic Day celebrations was an important milestone,
when both the countries signed the ‘Delhi Declaration’ in which they
committed to strengthen their partnership further along an entire gamut of
economic, political, and security issues.34 The relationship got a further boost
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with the visit of Prime Minister Manmohan Singh to Riyadh in 2010, and
the signing of the ‘Riyadh Declaration’.35 Both countries reiterated their
commitment to the Delhi Declaration of 2006, and agreed to take the
relationship to a strategic level by moving beyond the traditional buyerseller relationship. Through the Riyadh Declaration, they reiterated their
commitment to strengthening the relationship, and raising it to a strategic
partnership covering political, economic, security, and defence areas. It also
called for a strategic energy partnership based on complementarity and
interdependence.
After coming to power in 2014, the Prime Minister Narendra Modi-led
National Democratic Alliance (NDA) government has expressed India’s keen
interest to engage with Riyadh. As a result, a number of high level bilateral
visits and meetings have taken place between India and Saudi Arabia since
then. Undoubtedly, Prime Minister Modi inherited strong India-Saudi Arabia
relations, and the government has identified a number of crucial areas of
engagement, including trade, energy, investments, security, and defence
cooperation.
A number of high-level bilateral visits have taken place during the last
two years. The most important and visible of these was the visit of Prime
Minister Narendra Modi in April 2016. His visit provided an impetus to the
bilateral relationship, building further upon the Delhi Declaration of 2006
and Riyadh Declaration of 2010. During his visit, Prime Minister Modi
articulated India’s seriousness about deepening ties with the Kingdom even
further, and laid emphasis on enhancing bilateral trade, investment, security,
and strategic cooperation between the two countries. Presently, the Kingdom
is India’s fourth largest trading partner, and Prime Minister Modi has urged
the further broadening of the scope of trade as well as inviting investments
from the Kingdom. Similarly, security cooperation, especially on terrorism
and piracy, has also been given high priority by India. During the visit, King
Salman honoured Prime Minister Modi with the Order of King Abdulaziz,
the highest Saudi civilian award.
Even before his visit to Riyadh, Prime Minister Modi had the opportunity
to meet the top leadership of Saudi Arabia at other international forums
which helped him strike a friendly chord. In November 2015, he met King
Salman on the sidelines of the G-20 summit at Antalya, Turkey. Earlier, in
November 2014, both the leaders met at Brisbane during the G-20 summit,
when Salman bin Abdulaziz al-Saud was still the Crown Prince. Saudi
Foreign Minister Adel al-Jubeir visited India in March 2016, and during this
visit he met senior Indian leaders and discussed a range of bilateral issues,
including political, economic, and security cooperation. He also stated that
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Saudi Arabia accords high priority to its ties with India. When asked about
Saudi position towards India and Pakistan in an interview, Jubeir famously
stated that while India is a ‘strategic partner’, Pakistan is an ‘historic ally’,
and clarified that Saudi relations with India are independent of Pakistan.36

Trade, Investment and Energy
During his visit, Modi reiterated that furthering bilateral trade and investment
is a key area of importance for his government. India’s bilateral trade with
the Kingdom is on an upward trajectory, and Saudi Arabia is the fourth largest
trading partner of India, with the total bilateral trade of US$ 26.71 billion in
2015–16. However, despite flourishing trade, there has been a sharp fall in
the value of the trade from US$ 48 billion in 2013–14 to US$ 39 billion in 2014–
15 and US$ 26 billion in 2015–16. The decline in the value of the total trade
is primarily because of lower international oil prices. India intends to broaden
the scope of the trade, especially in the non-oil sector, and this was emphasised
by Modi during his discussions with the Saudi leaders.
Table 8.1: India-Saudi Arabia Bilateral Trade (in US$ million)
2011–12

2012–13

2013–14

2014–15

2015–16

Exports
Imports

5,683.29
31,817.70

9,785.78
33,998.11

12,218.95
36,403.65

11,161.43
28,107.56

6,394.23
20,321.33

Total Trade

37,500.99 43,783.89

48,622.60

39,268.98

26,715.56

Per cent of Total Trade
4.72
5.53
6.63
5.18
4.15
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 8.1: India-Saudi Arabia Bilateral Trade

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Besides trade, India intends to draw more Saudi investments into its
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economy. Investment was accorded high priority in the joint statement
issued during the visit of Prime Minister Modi who invited more Saudi
investments. India tried to instil confidence in Saudi investors by
highlighting the government’s initiatives in the easing of foreign direct
investment rules. Modi invited big Saudi companies—like Saudi ARAMCO
and Saudi Basic Industries Corporation (SABIC), among others—to invest.
During meetings, Saudi companies have also expressed interest in investing
in the infrastructure sector, like railways, ports, and roads. India intends to
draw investment from the huge Saudi sovereign wealth fund (SWF).
According to the Sovereign Wealth Fund Institute, Saudi Arabia has the fifth
largest SWF, with US$ 514 billion holdings at present.37 Though it is an
important trading partner, Saudi investments in India remains far below
potential and, during the last 15 years, it has totalled only US$ 53.37 million.38
To further promote cooperation on investment, both sides signed the
‘Framework for Investment Promotion Cooperation’ between Invest India
and the Saudi Arabian General Investment Authority (SAGIA). The 11th
India-Saudi Joint Commission meeting held in New Delhi in May 2015 also
discussed exploring investment opportunities on both the sides.
While bilateral trade between the two countries continues to grow and
both countries are also exploring future potential in the investment sector,
oil still remains the most important component in the trade basket. For India,
Saudi Arabia is the largest supplier of oil, exporting worth US$ 15.17 billion
in 2015–16. There has been a drastic fall in the value of oil imported
compared to 2013–14 when India imported around US$ 32.78 billion worth
of oil from the Kingdom. This amounts to 15.65 per cent of India’s total
energy imports worldwide, and has also witnessed a fall from 18 per cent
in 2013–14 (see Table 8.2). India believes that partnership with the Kingdom
would meet the increasing energy demands of its growing economy. On
the other hand, India seems to be a huge and assured market for its oil in
the long term for Saudi Arabia.
India intends to build a Strategic Petroleum Reserve of five million
metric tons to meet any future exigencies, keeping in mind the political and
security volatility in some of the oil producing countries. In this regard, a
strategic energy partnership with Saudi Arabia would address future energy
security issues. A ‘comprehensive energy partnership’ with Saudi Arabia
was proposed by Prime Minister Manmohan Singh during his visit to the
kingdom in 2010. The strategic energy partnership suggested involvement
and joint ventures in the production and technology involved in the oil
business, thus moving beyond the simple buyer-seller relationship. Prime
Minister Modi’s visit has further accelerated this as both countries agreed

Persian Gulf 2016-17

146

to establish joint ventures and investments in the petrochemical sector in
Saudi Arabia. In order to take their energy engagements to the next level,
both have agreed to cooperate in the fields of training and human resource
development; they have also decided to set up the ‘India-Saudi Arabia
Ministerial Energy Dialogue’. These are some significant steps in the
direction of building a strategic energy partnership with Saudi Arabia.
Table 8.2: Share of Energy in India’s Imports from Saudi Arabia
(in US$ million)
Year

Oil Imports
from
Saudi Arabia

Total
Oil
Imports

Saudi Share
in Total
Oil Imports
(in per cent)

Imports
Per cent of Oil
from
in Imports
Saudi Arabia
from
Saudi Arabia

2011-12

28,302.37

172,753.97

16.38

31,060.10

91.12

2012-13
2013-14

29,896.53
32,781.57

181,344.67
181,382.59

16.49
18.07

33,998.11
36,403.65

87.94
90.05

2014-15

23,212.88

156,400.01

14.84

28,107.56

82.59

2015-16
15,177.91
96,953.06
15.65
20,321.33
74.69
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 8.2: Share of Energy in India’s Imports from Saudi Arabia

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Saudi energy supplies to India constitute around 30 per cent of its total
imports from the Persian Gulf region, thus keeping itself ahead of other oil
exporting countries of the region (see Table 8.3). Despite the fall in oil prices,
Saudi Arabia has been consistent in its supply of oil to India. In order to
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follow up the discussions during Modi’s visit, the Minister for Petroleum
and Natural Gas, Dharmendra Pradhan, visited Saudi Arabia from 13–14
April 2016, and held bilateral meetings with the Chairman of Aramco, Khalid
al-Falih, and the Saudi Vice-Minister for Petroleum, Prince Abdulaziz bin
Salman, and discussed “various investment proposals in areas like oil, gas,
petrochemicals, exploration, and production.”39
Table 8.3: India’s Energy Imports from Saudi Arabia (in US$ million)
2011–12
Energy Import from
Saudi Arabia

2012–13

2013–14

2014–15

2015–16

28,302.37 29,896.53

32,781.57

23,212.88

15,177.91

181,382.59 156,400.01
106,400.75 85,300.30

96,953.06
50,992.26

Total Energy Import
172,753.97 181,344.67
Total Import from Persian Gulf 95,915.24 105,859.19
Share in Total Imports

16.38%

16.49%

18.07%

14.84%

15.65%

Share in Imports from Persian Gulf 29.13%
28.26%
30.81%
27.21%
29.77%
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 8.3: Share of Saudi Arabia in Energy Imports from Persian Gulf

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Security Cooperation
Security cooperation is an emerging area of engagement between India and
Saudi Arabia. It was a key focus during Prime Minister Modi’s visit to Saudi
Arabia. The joint statement issued at the end of his visit condemned
terrorism in all its forms and manifestations, and emphasised the need for
cooperation in combating extremism and terrorism. Both countries agreed
to deepen their engagement over counter-terrorism operations as well as
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tackle the challenges of money laundering, drug-peddling, and other
transnational crimes.40 During Modi’s visit, an agreement was signed
between the Financial Intelligence Units of both the countries to exchange
intelligence pertaining to terror financing and money laundering. While the
rapid spread of the terror networks across the region and India seems to be
a major reason behind such an agreement, it also reflects the desire of both
countries to cooperate on combating terror.
Both countries have been facing the menace of terrorism, particularly
from the ISIS, in recent years. The ISIS has launched terrorist strikes on Saudi
Arabia, and several of their modules have been busted in the kingdom.41
There are also reports of around two dozen Indians who have joined the
organisation, and the extremist outfit is trying to radicalise and draw more
Indian youths toward its ideology. Thus, the growing security challenges
and the benefits of mutual cooperation in countering terror have been a key
driver behind the need for both to cooperate on this issue. By emphasising
security cooperation, India intends to further strengthen the relationship
which has been consolidated in recent times, and establish a broad based
strategic partnership with the Kingdom. Earlier, in 2014, India and Saudi
Arabia also signed a defence cooperation agreement.42
Altogether, India is on the path of engaging with Saudi Arabia, and to
forge a strategic partnership moving beyond the traditional buyer-seller
relationship. Safety of the Sea Lines of Communications (SLOCs) is crucial
for both the countries as they heavily depend on the maritime route for their
international trade. Maritime piracy has emerged as a threat to the safety
of the SLOCs. In the past, both have been victims of the piracy in the Gulf
of Aden and the Indian Ocean. There is a commonality of interest from both
the sides, and they have agreed to fight maritime piracy in the Gulf and
Indian Ocean.43

The Indian Expatriate Community
There are around three million Indian nationals living and working in the
Kingdom. 44 In July 2016, there were reports of several Indians facing
hardships due to delays in salary payment, and a large number of Indians
lost their jobs due to either closure or downsizing by some companies. Many
Saudi companies suffered heavy losses because of the economic downturn
in the Kingdom, and two major companies—Saudi Oger and Saad Group—
failed to pay salaries to their employees. Over 10,000 Indians were affected
by the layoffs by these two companies, and there were reports of Indian
workers facing food crisis.45 The Government of India intervened, and
facilitated the return of a large number of workers.46 On his part, King
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Salman directed the Saudi authorities to resolve the issue, and to ensure
that their legal and financial rights were protected. The Saudi government
also agreed to provide free passage to those who intended to return to India,
and also facilitated the transfers of sponsorship and payment of dues.47 In
April 2016, India signed an agreement with the Saudi Ministry of Labour
for the protection of the general category of workers48 from India.49

Conclusion
India has been successful in effectively engaging with the new team of Saudi
leadership, building upon the progresses made during the reign of King
Abdullah. The visit of Prime Minister Modi to the Kingdom is a sign of the
growing mutual trust in the bilateral relationship. India’s efforts to
strengthen ties and initiatives in different fields have been reciprocated by
Saudi Arabia. Both countries are moving in the direction of strengthening
the recently built strategic partnership, and moving beyond the dominant
trade and energy sectors. The political, security, and strategic aspects of the
relationship are accorded high priority which was not witnessed in the past
several decades. Common concerns over the rise and spread of terrorism,
growing radicalisation, and religious extremism in the aftermath of the
popular protests in the Arab world, maritime piracy, money laundering, etc.
have necessitated greater cooperation between the two countries. While a
strong foundation in the relationship has been laid, it depends upon the
leadership and vision of both countries to explore further opportunities for
cooperation.
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UAE
Md. Muddassir Quamar

Key Information
Political System: Federation of seven Emirates ruled by different families;
Ruling Family: Dubai (al-Maktoum); Abu Dhabi (al-Nahyan); Sharjah (alQasimi); Ras al-Khaima (al-Qasimi); Ajman (al-Nuaimi); Fujaira (al-Sharqi);
and Umm al-Qaiwan (al-Mu’alla); President: Khalifa bin Zayed al-Nahyan
(since 3 November 2004); Prime Minister and Vice President: Mohammed
bin Rashid al-Maktoum (since 11 February 2006); National Day: 2 December;
Parliament: 40-member partially elected Federal National Council; Last
Parliamentary Election: 3 October 2015; Major group in parliament: NA;
National Carrier: Emirates (Dubai); Etihad Airways (Abu Dhabi).

Socio-Economic Indicators
Area: 83,600 sq km; Population: 5.92 million; Native: 19 per cent; Expats:
81 per cent; Religious Groups: Citizens (Sunni 85 per cent; Shia 15 per cent);
Residents (Muslim 76 per cent; Christian 9 per cent; Hindu and Buddhist
10 per cent; and Other 5 per cent); Youth: 13.53 per cent; Population growth
rate: 2.47 per cent; Life expectancy at birth: 77.5 years; Major population
groups: Emirati 19 per cent; other Arabs and Iranians 23 per cent; South
Asian 50 per cent; European and East Asian 8 per cent; Literacy rate: 93.8
per cent; National Currency: Emirati Dirham (AED); GDP: US$ 375 billion;
Foreign Trade: US$ 562.9 billion; Defence budget: 5.5 per cent of GDP (2011);
Sovereign Wealth Fund: US$ 792 billion; External Debt: US$ 220.4 billion;
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Per capita income: US$ 67,700; Oil reserves: 98 billion bbl; Gas reserves:
6.091 trillion m³; HDI rank: 41; Infant Mortality Rate: 10.3 deaths/1,000
live birth; UN Education Index: 0.673; Gender Inequality Index: 0.232;
Labour Force: 5.242 million; Unemployment rate: 2.4 per cent (2001 est.);
Urban Population: 85.5 per cent; Rate of Urbanization: 2.87 per cent; Last
National Census: 2005.

India Related
Indian Cultural Centre: Abu Dhabi (Inaugurated in 2009); Number of
Indians: 2.8 million; Number of places of worship for Indians: Two
Temples; One Gurudwara; 35 Churches; Indian Schools: 60; Indian Banks:
State Bank of India (1); Bank of Baroda (7); Union Bank of India (1); Punjab
National Bank (1); IDBI Bank (1); ICICI Bank (1); Yes Bank (1); HDFC; Indian
Overseas Bank; Currency exchange rate: 1 AED = INR 17.47 (May 2017);
Last visit to India by the ruler: Crown Prince Muhammad bin Zayed,
January 2017; Last Indian Prime Minister to visit: Narendra Modi, August
2015.
***
Indo-UAE relations have witnessed a significant momentum since the
August 2015 visit of Prime Minister Narendra Modi to the Emirate. Though
bilateral relations have been robust even earlier, Prime Minister Modi’s visit
and the subsequent strings of engagements, including the participation of
the Crown Prince of Abu Dhabi Muhammed bin Zayed al-Nahyan as the
chief guest for the Republic Day celebrations in January 2017, have added
the missing spark needed to build a strategic partnership. The
Comprehensive Strategic Partnership (CSP) that was signed during the
January visit is a step in that direction. Both countries have a common view
of maintaining peace and security in the Middle East and South Asia, and
see each other as stabilising players in the respective regions. The UAE’s
economic stability, cultural adaptability, and strategic significance are
attractive for India; and India’s strategic, economic, and civilizational depths
amidst growing global standing adds to its historical significance for the
Gulf and the UAE. An important aspect of bilateral relations is the mutual
commitment towards peace, multiculturalism, and economic possibilities.

Domestic Developments
Political stability, economic prosperity, and cosmopolitanism define the UAE
which is a federation of seven Emirates—Abu Dhabi, Ajman, Dubai,
Fujairah, Ras al-Khaimah, Sharjah and Umm al-Qaiwan—that united in 1971
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after independence from Britain.1 When popular protests engulfed the Arab
world in 2011–12, the UAE also witnessed some demonstrations and
petitions; however, the situation did not escalate as the government moved
swiftly to placate the anger and acted decisively to arrest those considered
troublemakers, especially with Islamists leanings. Additionally, the
government focused on education and economy to alleviate concerns about
youth unemployment, a common cause of protests in most Arab countries.
In the political arena, the Electoral College for the Federal National Council
(FNC) was expanded nearly 20 times to include 129,274 citizens for the
September 2011 elections.
The FNC, a 40-member partially elected advisory body, provides an
opportunity for Emirati citizens to participate in the political process;
however, it has a limited role in decision making. Until 2006, it was a fully
nominated body; reforms introduced the idea of having 50 per cent of the
members elected through an Electoral College. Amidst regional unrest,
elections being were held in September 2011 with an expanded Electoral
College; but a low turnout of 27 per cent raised serious questions about the
credibility of the electoral process. The third election to the FNC was held
in October 2015 when the Electoral College was expanded to 224,279. The
turnout improved to 35 per cent, with one woman and 19 men elected. In
an important change, voters were allowed to vote for only one candidate in
his/her Emirate—previously they had the option of voting for half the
number of representatives from each Emirate. Since political parties are not
allowed, all candidates ran as independents. The campaigns revolved
around local issues of job creation, better housing, and the improvement of
health services. On 18 November 2015, the 16th FNC was convened, with
20 nominated and 20 elected members, with 31 men and nine women. For
the first time in Emirati history, a woman, Amal al-Qubaisi, was elected as
chair of the FNC. First elected to the FNC in 2006, Qubaisi also became the
first woman to chair an Arab parliament.2
Political reforms in the UAE have been slow, and despite some changes
in the process for FNC elections, the country remains a constitutional
monarchy with a presidential system. According to the 1971 Constitution,
the President has to be elected by the Federal Supreme Council that
comprises of the ruler of each Emirate; it also appoints a Council of Ministers
headed by a Prime Minister. By convention, however, the rulers of Abu
Dhabi and Dubai serve as President and Prime Minister respectively, with
a government largely comprising of technocrats. Demands for change, the
formation of a fully elected executive body, and legislative rights for the
FNC have surfaced from time to time; but the ruling families have been

156

Persian Gulf 2016-17

lukewarm to such demands, and have rejected electoral democracy as being
against the historical and social fabric of the Emirates.3
Activists demanding democratic reforms have been detained, and at
times slapped, with seditious charges. Social media has provided some room
for public debate; but after the Arab Spring, the government has become
extremely sensitive to social media activism. In one such incident (in March
2017), a prominent human rights activist, Ahmed Mansoor, was arrested
for spreading “sectarianism and hatred on social media.”4 The human rights
record of the UAE has come in for serious criticism as voices of dissent have
been stifled, and the government has taken strong measures against Islamist
leaning activists. A 2014 Amnesty International report alleged that the UAE
has jailed activists demanding greater accountability without trial.5
One of the reasons for such allegations is a zero-tolerance approach
towards any form of Islamist activism. The UAE has emerged as a major
player in the Gulf and the Middle East for being against Islamists, and for
countering growing Iranian influence. Along with Saudi Arabia, it supported
the removal of President Mohammed Morsi in Egypt, and provided aid to
the Abdel Fattah el-Sisi to consolidate power. It has been a major component
of the Islamic military coalition formed by Saudi Arabia to fight terror in
the region. In an important move, it actively participated in the Saudi-led
war in Yemen to restore the government headed by President Abdrabbuh
Mansur Hadi that was dislodged by the Houthi rebels, who have been
provided moral and material support by Iran.
The situation in Yemen started to take a new shape when the Houthi
rebels swiftly captured the capital city of Sana’a in late 2014, and declared
the formation of a new government to replace the Hadi government in
January 2015. With the failure of talks to restore the previous dispensation
that Saudi Arabia and GCC support, Saudi Arabia launched Operation
Decisive Storm in March 2015. Though the military intervention prevented
the consolidation of Houthis, it has failed to restore the Hadi government,
resulting in a deteriorating humanitarian situation with a huge loss of life
and destruction. Both the UAE and Saudi Arabia have met with criticism,
and have also lost a large number of soldiers due to Houthi counter attacks
leading to serious repercussions at home. Resultantly, in June 2016, the UAE
formally announced that it had achieved its goals in Yemen, and that its
participation in the war was over. This was seen as a reaction to the killing
of 45 Emirati soldiers in a Houthi launched missile attack on 5 September
2015 ... and mounting casualties.6
Due to the drop in oil prices, the GDP growth of the UAE has been
sliding—from 4.6 per cent in 2014 down to 3.4 per cent in 2015—and is
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expected to come down further to 2.5 per cent during 2016-17.7 Nevertheless,
with investments in financial sector and growth in airline and tourism
sectors, the UAE was able to tide over revenue losses from oil sector. It has
also been able to achieve some success in diverting oil revenues to develop
the non-oil sectors. The Emirati rulers have invested significantly in
optimising oil production capacity, and are investing heavily in capacity
building in renewable energy to be able to maximise oil exports.8 With astute
fiscal management and the proposal to implement VAT from 2018, the
government aims to minimise dependence on oil exports.9 It is also investing
heavily in human resource development and creating a knowledge-based
economy to adjust to changing market needs. Overall, the economic situation
has started to recover from the recession and the adverse impact of falling
oil prices.

Bilateral Relations
The Gulf countries figure prominently in Prime Minister Narendra Modi’s
diplomatic efforts to bring foreign investments in India and revitalise its
economic growth. The Gulf has attracted the necessary attention with it
economic potential and existing commercial and trade relations. Since
coming to power in May 2014, Modi has invested diplomatic energy in
revitalising Indo-Gulf relations. He visited the UAE (August 2015) as well
as other countries along the Persian Gulf. With the UAE, the relations have
hit a high point with Prime Minister Modi and Crown Prince al-Nahyan
bonding personally; this resulted in India hosting the latter as chief guest
for the Republic Day celebrations. Indeed, the Crown Prince visited New
Delhi twice within a span of a year (February 2016 and January 2017).

Political Relations
Political engagements with the UAE have increased since the Bharatiya
Janata party-led National Democratic Alliance (NDA) government came to
power in May 2014. External Affairs Minister, Sushma Swaraj, visited the
UAE in November 2014, paving the way for the first visit by an Indian prime
minister since the May 1981 visit by Indira Gandhi. The historic visit by
Prime Minister Modi in August 2015 changed the contours of bilateral
relations as the two countries agreed to take the ties beyond trade and
commerce, and elevate the Indo-UAE relations to a Comprehensive Strategic
Partnership. The joint statement issued during the visit noted the need for
a close strategic partnership, pointing that “[geographical] [p]roximity,
history, cultural affinity, strong links between people, natural synergies,
shared aspirations and common challenges create boundless potential for a
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natural strategic partnership between India and UAE.”10 The two leaders
further confided that
...in the past, relations between the two governments have not kept
pace with the exponential growth in relations between their people or
the promise of this partnership. However, the need for a close strategic
partnership between UAE and India has never been stronger or more
urgent, and its prospects more rewarding, than in these uncertain
times.11

The visit paved the way for a string of high level exchanges, with the
heir to the Emirati throne visiting New Delhi in February 2016. The visit
was significant as it provided momentum to reinvigorating political
engagements, and underlined the need for enhancing economic ties and
security cooperation. The joint statement issued during the visit underlined
Indian efforts to improve ease of doing business, and measures taken to
iron out problem areas for investment in the growing Indian market. It
further noted the possibilities for Emirati investment in the manufacturing
and infrastructure projects as well as the newly launched Digital India and
Start up India programmes.12 The two sides signed nine MoUs/agreements
for cooperation in various areas, including cyber space and cyber security,
renewable energy, and space research.13
The Crown Prince’s visit was preceded by the visit of UAE Foreign
Minister, Abdullah bin Zayed Al Nahyan, for the 11th Joint Commission
Meeting held in September 2015, and a visit by India’s Minister of State for
External Affairs, V. K. Singh, for the High Level Task Force on Investment
(HLTFI) in November. The February 2016 visit of the Crown Prince was
followed by the first ever visit of an Indian Defence Minister to UAE in
May 2016. During the visit of Manohar Parrikar, both sides pledged to
“bolster security ties and explore the potential of trade in military
equipment.”14
Other visits from the Indian side include those of Finance Minister Arun
Jaitley (November 2015), and Minister of State in-charge for petroleum and
Natural Gas Dharmendra Pradhan (April 2016). The high point of political
engagement came in January 2017 when the Crown Prince and Deputy
Commander of the UAE Armed Forces returned to India as chief guest for
the Republic Day celebrations. The visit reflected the consolidation of
bilateral ties, and the significance the two sides attach to elevating the
bilateral relations to the next level. The visit also signifies the importance
India attaches to the UAE, and underlined the commitment between the
two countries to enhance economic engagement through investment, and
to deepen security cooperation to counter terror and combat radicalisation.15
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The depth of strategic relations can be understood from the fact that
the Emirati leadership was quick to condemn the Pathankot (January 2016)16
and Uri (September 2016)17 attacks. The joint statement issued during the
January 2017 visit of the Crown Prince noted the problems India is facing
due to cross-border and state sponsored terrorism.18

Economic Relations
India and the UAE share strong and robust economic relations that form
the back bone of the bilateral ties. The UAE is India’s third largest trading
partner, the second largest export destination, and the fourth biggest source
for imports. For the UAE, India is the second largest trading partner, the
second largest export destination, and the third biggest source of imports.
However, the volume of trade has declined from a high of US$ 75.4 billion
in 2012–13 to US$ 49.7 billion in 2015–16 owing to low oil prices and an
overall slowdown in global trade (see Table 9.1). Both countries are aware
of the potential to increase bilateral trade. Hence, during Prime Minister
Modi’s visit to the UAE, they agreed to expand trade by 60 per cent in the
next five years.19 They also agreed to establish a US$ 75 billion UAE-India
Infrastructure Investment Fund (UIIIF) to boost “investment in India’s plans
for rapid expansion of next generation infrastructure, especially in railways,
ports, roads, airports, industrial corridors and parks.”20
Both leaders also agreed to establish a joint India-UAE Business Forum
(IUBF) that was jointly inaugurated by the Indian External Affairs Minister
Sushma Swaraj and the UAE Foreign Minister Abdullah bin Zayed in
September 2015. Speaking on the occasion, Emirati Minister of State, Reem
al-Hashemi, said that bilateral trade has a potential to double within the
next few years.21 She also pointed out that, with 1,000 flights per week
between the two countries, it is evident that people-to-people contacts are
intense, commercial ties are robust, and the “leadership is committed to
[taking] the bilateral relationship to a new level.”22
Table 9.1: India-UAE Bilateral Trade (in US$ Million)
2011–12

2012–13

2013–14

2014–15

201516

Exports

35,925.52

36,316.65

30,520.42

33,028.08

30,290.01

Imports
Total Trade

36,756.32
72,681.84

39,138.36
75,455.01

29,019.82
59,540.24

26,139.91
59,167.99

19,445.68
49,735.69

9.14

9.54

7.79

7.80

7.73

Share

Source: Adapted from Director General of Foreign Trade, New Delhi, at www.dgft.gov.in
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Figure 9.1: India-UAE Bilateral Trade (in US$ Million)

Source: Adapted from Director General of Foreign Trade, New Delhi, at www.dgft.gov.in

In 2015–16, India exported nearly US$ 30 billion worth of goods to the
UAE and imported goods worth US$ 19 billion (see Table 9.1). The trade
balance is in India’s favour, and the bilateral trade basket is quite diversified
with India exporting jewellery, heavy machinery, petroleum products,
textiles, as well as food and dairy products, while importing crude oil,
precious stones and pearls, plastic, iron, copper, aluminium, and animal
products.23 In October 2016, the second meeting of IUBF was held in Dubai,
and was led by Minister of State for External Affairs, M. J. Akbar, from the
Indian side. During his remarks, he said that India and UAE are keen to
achieve the target of US$ 75 billion investments, and that the FDI inflow in
India has witnessed an increase in the last two years.24

Energy
Despite India’s efforts to diversify its energy basket, the UAE continues to
play an important role in its energy security, and supplied nearly 8 per cent
of its energy needs in 2015–16 (see Table 9. 2). It is India’s fifth largest
supplier of oil and gas; but as is evident from Table 9.2, oil contributes only
40 per cent of total imports, signifying the diversification in the goods that
India imports from the UAE. The decline in the volume of energy trade
between India and the UAE is mainly due to lower oil prices that had
touched a high of US$ 140 per barrel in June 2014 but witnessed a sharp
fall subsequently, to touch a bottom of US$ 30 per barrel in mid-2016. As of
early 2017, it has consolidated to reach US$ 50 per barrel. While oil prices
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have stabilised, India is keen to improve its energy security, and the UAE
has responded positively by agreeing to store oil in India’s strategic storage
facilities.
Table 9.2: Share of Oil in India’s Imports from UAE (in US$ million)
Year

Oil Imports
from UAE

2011–12

15,102.54

Total
Oil
Imports
172,753.92

UAE Share in
Total Oil
Imports
8.74

Imports
from
UAE
36.756.32

Per cent of Oil
in Imports
from UAE
40.79

2012–13

14,984.64

181,344.67

8.26

39,138.36

38.29

2013–14
2014–15

13,263.35
13,509.04

181,382.59
156,400.01

7.31
8.64

29,019.82
26,139.91

45.70
51.68

2015-16

7,912.80

96,953.06

8.16

19,445.68

40.69

Source: Adapted from Director General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 9.2: Share of Oil in India’s Imports from UAE

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Energy is an important component in bilateral trade relations, and the
UAE supplies nearly 15 per cent of India’s energy imports from the Persian
Gulf that supplies nearly 60 per cent of India’s total energy imports, and is
a vital cog in its energy security (see Table 9.3). India imports less oil from
the UAE than from other countries such as Saudi Arabia, Iraq and Iran; but
there are immense possibilities to further enhance energy cooperation.
During the visit of the Crown Prince in February 2016, India and UAE signed
a strategic deal to store UAE’s crude oil in India, of which two-thirds would
be available to India for free.25 It is part of India’s quest to build “emergency
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underground storage of 36.87 million barrels of crude oil which can supply
about 10 days of the country’s average daily oil demand.”26 This is likely to
significantly advance India-UAE energy ties. According to the deal, the Abu
Dhabi National Oil Company (ADNOC) agreed to store about 6 million
barrels of crude oil in India’s maiden strategic storage facility at Mangalore.
It will also lead to a significant increase in India’s oil imports from the UAE.
According to media reports, in 2017, India’s total oil imports from UAE can
reach up to 2.5 million tons against the 1.6 million tons in 2016.27
Table 9.3: India’s Energy Imports from UAE (in US$ million)
Energy Imports from UAE
Total Energy Imports
Energy Imports from Persian
Gulf
Share in Total Energy Imports
(in per cent)
Share in Energy Imports from
Persian Gulf (in per cent)

2011–12
2012-13
15,102.54 14,984.64

2013–14
13,263.35

2014–15
13,509.04

2015–16
7,912.80

172,753.92 181,344.67

181,382.59 156,400.01

96,953.06

105,056.26 105,859.15

106,400.75

85,300.30

50,992.26

8.74

8.26

7.31

8.64

8.16

14.38

14.16

12.47

15.84

15.52

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 9.3: Share of UAE in Energy Imports from Persian Gulf

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Investment
As India looks to enhance FDI inflows and inject capital in the manufacturing
and infrastructure sectors, the UAE acquires a key position. During the visit
of Prime Minister Modi, the two sides agreed to establish a US$ 75 billion
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UAE-India Infrastructure Investment Fund. The India-UAE HLTFI has held
several meetings since September 2015 to discuss and finalise the modalities
of the investment fund. According to media reports, the final agreement on
the US$ 75 billion fund was to be signed during the visit of the Crown Prince
in January 2017, but was delayed due to uncertainties on modalities to utilize
the funds on India’s part. However, it is expected to be signed in the coming
months.28 Notwithstanding the delay, both countries are committed to
bringing more FDIs in India. Indeed, India has been taking steps to iron out
problems faced by foreign investors due to bureaucratic bottlenecks, multiple
clearances, time span for investment realisation, and corruption. In his
remarks during the IUBF in October 2016, Minister of State for External
Affairs, M. J. Akbar, said that India is committed to action oriented policy
measures to alter the vicious circle of red tape that slows down FDIs and
discourages foreign investors.29
In the past five years, India has witnessed an overall increase in FDI
inflows, and the UAE has emerged as one of the leading sources. The overall
FDI inflow has grown by 36 per cent to reach US$ 40 billion in 2015–16.
Between April 2000 and September 2016, India received a cumulative
investment of US$ 4.3 billion from the UAE, thus becoming the 10th largest
source for FDIs in India.30 Moreover, there has been a three-fold increase in
FDI inflow from the UAE: from US$ 350 million in 2013–14 to US$ 1 billion
in 2015–16, thus being the fifth largest investment source for India during
the period.31 In a media interview, the Indian Ambassador to the UAE,
Navdeep Singh Suri said, “We hope that we can encourage some of the top
companies in the UAE to either undertake investments or expand their
investments in India, in real estate or petrochemicals.” He was expressing
the sentiments of the Indian government that is keen on investment from
the Gulf States on its key development projects.32
While India is keen to attract foreign investment, especially from the
UAE, Indian businesses too have invested in various sectors in the UAE.
They have established a strong Indian footprint in the Emirati market. More
than 800 leading Indian companies have opened their businesses in the Jebel
Ali Free Zone (JAFZA), and many Indian business houses have a strong
presence in Dubai and Abu Dhabi. Further opportunities are opening up as
the UAE is looking to diversify its economy, strengthen its financial and
service sectors, and establish the Emirates as a global tourism and sports
hub.

Defence Cooperation
India and the UAE have bolstered their security and defence cooperation

164

Persian Gulf 2016-17

in recent years. Areas such as preventing terror finance, combating terrorism,
counter radicalisation, intelligence sharing, and cyber security have emerged
as priorities given the tumultuous situation in the Middle East, and the threat
from terrorism and radicalisation. Regional security and international
terrorism have emerged as mutual concerns. Thus, during the visit of the
Crown Prince in January 2017, the two sides “agreed to coordinate efforts
to counter radicalisation.”33 Given the threats emanating from regional
turmoil, sectarian tensions, and global terrorism, India views the UAE as a
partner in maintaining peace and stability in the Middle East and South
Asia. India has been grappling with problem of online radicalisation, and
even though it has not acquired humungous proportions yet, the need for
preventing this phenomenon cannot be underestimated. Given the domestic
fault lines, security and intelligence cooperation with Gulf countries is
important to combat terrorism and to counter radicalisation.
Additionally, India and the UAE are keen to enhance defence
cooperation to ensure maritime security and neutralise terrorist threats. A
key development in this context was the visit of Defence Minister Manohar
Parrikar to the UAE in May 2016 to discuss the strengthening of militaryto-military ties, and to explore the possibilities for joint defence
manufacturing and selling Indian military equipment to the UAE.34 Military
ties are growing and the two armies, navies, and air force have been
engaging in joint exercises. In February 2016, the two sides agreed to boost
cooperation in the defence sector through joint training and exercises.35 In
May-June 2016, a ten-day joint air combat exercise was held between the
two air forces.36 Indian Naval ships have regularly visited the Gulf coast
and making port call in Abu Dhabi. Maritime security is also an important
area, and both sides agreed to “enhance cooperation to strengthen maritime
security in the Gulf and the Indian Ocean region,” which “is vital for the
security and prosperity of both countries.”37 India also announced that it is
willing to extend assistance to the UAE to achieve its Mars Mission in 2020.38

Cultural Relations
India has deep cultural relations with countries in the Gulf. Indians have a
special affinity with the UAE due to its cosmopolitan culture and diversity.
In fact, cultural affinity plays an important role in the flourishing of the
bilateral ties. India sees the Emirates as a diverse and multicultural place
that allows religious freedom. Dubai has a Gurudwara and a Hindu temple
and, during the visit of Prime Minister Modi, the ruling family of Abu Dhabi
donated land for building a Hindu temple, and the foundation-laying
ceremony was attended by the Prime Minister.39 Indian festivals such as
Diwali are widely celebrated by the vast Indian community in the UAE.40
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Indian cuisine, cinema as well as art and literature are popular in the UAE,
not only among expatriates but also among the Emiratis.
In addition, the Indian embassy in Abu Dhabi organises cultural
activities while also encouraging and assisting Indian cultural associations
in organising such activities to promote Indian culture. For example, the
Indian Embassy hosted a Bhangra group in May 2016 and organised the
first International Day of Yoga on 21 June 2015. Indian dance and song
troupes regularly perform in Dubai and other Emirati cities, while art and
painting exhibitions are also organised. The large Indian community of
approximately 2.8 million has been a source of promotion of Indian culture,
food habits, and even languages that strengthen bonds between India and
the UAE. According to the Organisation of Economic Cooperation and
Development (OECD) report, India-UAE is world’s second largest migration
corridor, with 2.8 million Indians migrating to UAE between 1995 and 2015.41
Moreover, India as the world’s highest recipient of remittances42 receives
almost 50 per cent of its total remittances from the GCC countries; and,
among the GCC the highest amount—nearly 38 per cent—comes from the
UAE.43
Domestic and unskilled Indians workers sometimes face adverse
situations, and it is often difficult for them to find redress for their concerns.
There have been instances when unskilled workers have faced exploitation
due to the sponsorship system or kafala. India has been raising the issue at
various forums with the UAE government that has taken measures to
streamline local laws and create awareness about rights of workers. During
his visit, Prime Minister Modi interacted with Indian workers, visited their
camps, and stressed that the government would raise their issues at
appropriate forums. The two government are working together to evolve
transparent and open processes for recruitment and grievance redressal to
avoid the exploitation of workers.44

Challenges
While the problem of missing political contacts has been addressed in the
last two years, the challenge is to deliver on the promises. Undoubtedly,
both India and UAE want to elevate their relationship to a strategic
partnership, and have developed close security contacts. They also wish to
develop their defence cooperation to the level of close military contact,
exchange of personnel for training and research, and joint defence
manufacturing. To achieve these objectives, India would require a persistent
approach and follow up on issues that have been discussed and promised.
It would also have to tread a fine line in keeping away from regional tensions
to avoid derailing bilateral ties.
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Another important area where Indo-UAE relations hold huge potential
is investment. India is yet to finalise the US$ 75 billion investment fund deal
that was first announced in August 2015. It could not be signed during the
January 2017 visit of the Crown Prince of Abu Dhabi as India had not yet
finalised the modalities. The UAE’s Ambassador to India, Ahmed al-Banna,
is reported to have said, “the ball is in the court of [the] Indian side to finalize
the governance” for setting up the infrastructure investment fund and that
the UAE side is “ready for it.”45 This is a classic example of the infamous
slow and inefficient Indian follow up on important policy projects that have,
in the past, cost it the inflow of foreign investment. While the UAE is keen
to finalise the deal and kick-start investment in key projects, it is important
that the Indian side streamlines the processes needed to attract these
investments.
To ensure the continuous flow of investment from the UAE and other
Gulf countries, India would not only require tying up the loose ends and
streamlining structural problems but would also need to ensure that foreign
investors are not caught in court cases due to third party corruption. In the
past, this has prevented Emirati investors from investing in India because
of the problems faced by Etisalat and Etihad in implementing projects.46
Similarly, India would also need to ensure that efficient and skilled human
resources are available, as the Gulf investors can bring financial resources
but lack technical expertise. On the other hand, Indian business too have
faced hurdles in investing in the UAE market due to the lack of clarity in
commercial regulations, complicated local laws, and the lack of transparency
in labour laws that prevent the full realisation of the potential for Indian
investment. Bilateral trade has witnessed a slide, and India would have to
look for non-energy sectors to deliver on the promise of increasing trade by
60 per cent in the next five years. Problems faced by migrant workers due
to labour laws favouring local employees also need to be addressed in
appropriate forums.

Conclusion
India has good relations with all the countries in the Gulf. However, its
relationship with the UAE is unique, and indeed most encouraging. This is
because of the significant commonalities and complementarities, and
similarity in their world views. As India seeks to enhance its engagements
with the Middle East and attract investments, improve trade, and develop
close defence cooperation, it finds a willing partner in the UAE. The Emirates
has emerged as a regional business and financial hub, and if India wishes
to harness the potential for trade and commerce in the Middle East, excellent
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relations with the UAE are indispensable. At the same time, in the fight
against global terrorism and countering radicalism, the UAE (along with
other countries in the Gulf) is an important partner for India. Indo-UAE
relations have gained the required momentum in the last two years with
enhanced political engagement, the promise for growth in commercial
relations and defence cooperation are also poised to move in a strategic
direction.
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YEMEN
Dipanwita Chakravortty

Key Information
Ruling Group/Party: General People’s Congress (since 27 April 1993) and
Ansar Allah (Houthi movement since 22 January 2015); President:
Abdrabbuh Mansur Hadi (since 25 February 2012); Mohammed Ali alHouthi, President of the Revolutionary Committee (since 22 January 2015);
Prime Minister: Ahmad Obaid Bin Daghir (since 3 April 2016); National
Day: 22 May; Parliament: 111-member nominated Shura Council and 301member elected House of Representatives; Last Parliamentary Election: 27
April 2003; Major group in parliament: General People’s Congress; National
Carrier: Yemen Airlines.

Socio-Economic Indicators
Area: 527,968 sq km; Population: 27.29 million; Native: NA; Expats: NA;
Religious Groups: Muslim 99.1 per cent (Sunni 65 per cent; Shia 35 per
cent); Others (Jewish, Bahai, Hindu and Christian) 0.9 per cent; Youth: 21.16
per cent; Population growth rate: 2.37 per cent; Life expectancy at birth:
65.5 years; Major population groups: Predominantly Yemeni Arabs; some
Afro-Arabs, South Asian, and European; Literacy rate: 70.1 per cent;
National Currency: Yemeni Rial (YER); GDP: US$ 31.33 billion; Foreign
Trade: US$ 127.924 million; Defence budget: 4.02 per cent of GDP (2012);
Foreign Reserve: US$ 639.6 million; External Debt: US$ 7.661 billion; Per
capita income: US$ 2,500; Oil reserves: 3 billion bbl; Gas reserves: 478.5
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billion m³; HDI rank: 160; Infant Mortality Rate: 47.4 deaths/1,000 live birth;
UN Education Index: 0.339; Gender Inequality Index: 0.744; Labour Force:
7.47 million; Unemployment rate: 27 per cent (2014 est.); Urban Population:
34.6 per cent; Rate of Urbanization: 4.03 per cent; Last National Census:
2004.

India Related
Indian Cultural Centre: NA; Number of Indians: less than 500; Number
of places of worship for Indians: A number of Old Hindu Temples in Aden;
Indian Schools: One; Indian Banks: None; Currency exchange rate: 1 YER
= INR 0.27 (Feb 2017); Last visit to India by the ruler: President Ali Abdullah
Saleh, March 1999; Last Indian Prime Minister to visit: None since 1947.
***
Despite having strong historical relations with Yemen, India has not looked
at the country with any specific policy or particular interest. Yemen has been
relegated as a non-essential component in India’s Middle East policy. The
past decade has witnessed a lack of substantial bilateral interactions, the
steady cancellation of notable investments in Yemen, lack of diversification
in trade, and a gradual scaling down of cultural relations. This has been
largely attributed to the recurrence of violence in the embattled country. Since
2011, India scaled down its exchanges with Yemen like many other countries,
and bilateral trade reached the lowest point in the past five years. Diplomatic
relations came to a halt in April 2015, when the Indian embassy in Sana’a
was shifted to Djibouti after the successful evacuation of a large number of
Indian migrants in Yemen.

Domestic Developments
The winds of political change hit the shores of Yemen in early 2011 when
most of the Arab world was fighting with a new wave of popular dissent
which became commonly referred to as the Arab Spring. On 3 February 2011,
over 20,000 people came on the streets of Sana’a to protest against the rising
food prices, unemployment, corruption, and deteriorating economic
conditions.1 Due to the apathy shown by the government, the protests soon
turned against President Ali Abdullah Saleh who was compelled to step
down on 27 February 2012. To end the crisis, in April 2011, the Gulf
Cooperation Council (GCC) proposed an initiative that sought a smooth
transition of power from President Ali Abdullah Saleh to Vice President
Abdrabbuh Mansur Hadi. According to the initiative, the new President
Hadi and his government had two years to implement an inclusive national
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dialogue that would help in the drafting of a new constitution before fresh
elections were held in 2014.2
The process of transition of power began in November 2011 when
President Ali Abdullah Saleh signed the GCC initiative. However, this was
soon followed by a series of uprising and protests that created a situation
that swiftly deteriorated into a civil war. The Zaidi-Shia group known as
the Houthis, who are concentrated in the north-western part of the country,
protested against the transition government as well as the National Dialogue
Conference (NDC) which was held from 18 March 2013 to 24 January 2014.3
At the same time, they were running a parallel government in three
important provinces in Northern Yemen, namely Sada’a, Jawf, and Hajjah.4
They not only had access to military bases but also to the Red Sea through
Port Midi through which they carried out independent trade in weapons
and petroleum. Flushed with money and weapons, they became crucial
partners in the NDC process. However, during the process, the Houthis
constantly rejected various proposals by the Hadi government, especially
on the question of a Federal State.5 Soon after the draft of NDC was finalised
on 21 January 2014, the Houthis backed out of the process, and denounced
all the outcomes. The Houthi spokesperson argued that the NDC had not
changed the terms or composition of the current government and security
institutions which allowed space for the traditional elite to carve a
constitution favourable to their needs and demands.6
By August 2014, the Houthis came out in large numbers to protest
against the Hadi government and compelled Prime Minister Mohammed
Basindawa to resign; they also captured various state institutions
simultaneously. They lay a siege on the President’s office, forcing him to
resign and, on 25 March 2015, Hadi fled to Saudi Arabia. On 21 September,
the Houthi rebels captured Sana’a,7 along with key government buildings
and other institutions. On 6 February 2015, a Houthi representative
announced from the Presidential Palace that the group had formally taken
control of Yemen, and also stated that the House of Representative was
dissolved and a presidential council would soon be formed to lead Yemen
for the next two years.8 The UN, which mediated the NDC, refused to
acknowledge the announcement; the GCC also condemned the coup.
In retaliation to the coup, on 26 March 2015, Saudi Arabia along with
other GCC countries launched a military campaign against Yemen which
continued into 2017. The number of civilian deaths cannot be verified; but
estimates put the number around 10,500 deaths by air-strikes, and around
3,000 due to collateral damage.9 The extent of damage to the infrastructure
and the economy cannot be quantified. Despite the complete devastation,
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the Houthis have managed to continue their fight against the coalition
comprising of ten Islamic or Muslim majority countries, and maintain their
strong hold. Saudi Arabia seems determined to continue its military
campaign until it succeeds in re-installing the Hadi government in Sana’a,
despite the increasing casualties and the brewing humanitarian crisis.10 How
long the conflict will continue depends on Saudi Arabia as well as on the
amount of resources the GCC countries are willing to put into this operation
in the current light of fluctuating oil-prices.
Reignited by the unrest in the north, the Southern Movement renewed
calls for independence. On 14 October 2014, thousands of people
demonstrated in Aden in support of secession and self-determination, and
called on the Yemeni government and all military personnel stationed in
the south to withdraw by 30 March 2015.11 Over the following weeks, proindependence rallies continued. In December 2014, several government
buildings in Aden were taken over by the members of the Southern
Movement. In the ensuing chaos, Al-Qaeda in the Arabian Peninsula
(AQAP) escalated its terrorist attacks in the country, targeting Houthis and
government institutions.12
In this backdrop, the AQAP managed to expand territories under its
control in the southern part of country, and created a mini-state. Even though
its leader, Nasir al-Wuhayshi, was killed in an American drone strike on 12
June 2015, the organisation continued to flourish under its new leader, Qasim
al-Raymi. In April 2016, a senior Yemeni government official said in an
interview that the war against the Houthis
... had provided a suitable environment for the ... expansion of al Qaeda.
The withdrawal of government army units from their bases in the
south, allowed al Qaeda to acquire very large quantities of sophisticated
and advanced weapons, including shoulder-fired missiles and armed
vehicles.13

In early April 2015, a week after Operation Decisive Storm headed by
Saudi Arabia was announced, most of the Yemeni forces withdrew from
the southern provinces, including Mukalla (one of the main sea-ports in the
Gulf of Aden), and moved towards the North. The city was left defenceless,
which allowed AQAP fighters to capture government buildings and release
around 150 of their comrades from prison. They were supported by tribal
leaders who aided them by looting army bases in a bid to claim
independence from the North. The entire area became awash with advanced
weaponry which was given by the US to the Yemeni government to fight
the AQAP in the south.14 They also looted the branch of Mukalla’s main
bank of an estimated US$ 100 million.15

174

Persian Gulf 2016-17

With this swollen war loot, the AQAP established a quasi-state with
Mukalla as its capital. The city of Mukalla was important to the AQAP as it
provided easy access to sea-trade as well as strong defence. The AQAP
abolished taxes for local residents, established Sharia courts,16 and gained
control over the several ports in Mukalla and Ash Shihr where it began to
impose tax and custom tariffs on ships and traders. It started operating
speedboats controlled by RPG-wielding fighters to impose levies on ship
traffic, and earned an estimated amount of US$ 2 million every day on these
port taxes.17 The AQAP also began to run a black market for fuel smuggling.
Most of the oil infrastructure came under the control of tribal leaders who
were in alliance with the AQAP. According to a Reuters report, “six white
oil tanks between Mukalla and Ash Shihr are linked by pipeline to the Masila
oilfields which are estimated to hold more than 80 per cent of Yemen’s total
reserves.”18 This complete control over the oil pipelines prompted major
international companies, like PetroMasila, Nexen Energy and Total, to shut
down production and exports.
Apart from running an economic empire, the AQAP projected itself as
a benevolent ruling organisation. It also refused to pledge allegiance to the
Islamic State unlike other Al-Qaeda affiliates as it wanted to portray itself
as different from the ISIS. The group routinely posts pictures of its members
maintaining and repairing bridges, paving streets, delivering medicines,
building hospitals, etc. in Hadramout and other cities under its control.19
Thus, since 2014, persistent violence, increased calls for secession, the
breakdown of economic infrastructure, and the rise of two power centres
in North and South Yemen—controlled by Houthis and AQAP,
respectively—have led to a political impasse. As the domestic conflict
continues unabated, the political viability of a unified Yemen becomes
slimmer. Domestic developments have forced foreign policy and
international relations to take a step back. In this light, the bilateral relations
between India and Yemen have been seriously affected.

Bilateral Relations
India and Yemen share historical ties that can be dated back to the Roman
Empire, and have been involved in trading through sea routes. Yemeni
traders came to India to sell horses and weapons in exchange for spices.
On the other hand, Indian merchants found Aden as the gateway to the
Middle East and Europe.
In 1839, Aden became part of the British Empire, and was administered
by the Bombay Presidency. Several families from Aden came and settled in
India for economic purposes, most of them in southern India under the aegis
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of the Nizam of Hyderabad, and decided to stay back even after the
independence of India.20 On the other hand, many Indians belonging to the
Bohra, Kachchi, and Khoja communities migrated to Aden during the late
19th century, and gradually became Yemeni citizens.
When India got independence several merchant families, especially from
Gujarat, migrated to Yemen as it offered economic opportunities for
investment as well as for trade. The strait of Bab-al-Mandab became an
important passage for trade, connecting India to the rest of the Middle East
and Europe. Once oil was discovered in South Yemen in the late 1950s, Aden
became a global port because of increased economic activity. The oil trade
sparked growth in all sectors of the economy, especially in infrastructure
and trade. Many Indians migrated as labourers to the newly discovered oil
port of Aden. Even after the independence of South Yemen, many Indians
decided to stay back.
India was one of the first countries to establish diplomatic ties with the
Yemen Arab Republic (YAR) in 1962, and People’s Democratic Republic of
Yemen (PDRY) in 1967. In 1990, YAR and PDRY merged to become the
Republic of Yemen. Following the unification, a civil war started which came
to an end in 1994 when the Republic of Yemen was finally consolidated.
India recognised the newly unified Yemen and set up diplomatic ties.

Political Relations
India has always shared a cordial relation with Aden. However, this swiftly
deteriorated since 2011 when the Arab Uprising hit the shores of Yemen,
leading to the forced exit of President Ali Abdullah Saleh in February 2012.
Constant violence in the streets, political tussles, rise of armed groups, and
breakdown of law and order led to the collapse of the entire governmental
structure of Yemen. By the beginning of 2015, like many other countries,
India had scaled down its bilateral exchanges as they “were deeply
concerned about the worsening political and security situation in Yemen.”21
In a statement, the Ministry of External Affairs (MEA) spokesperson said
that, “India urges all parties to seek resolution through consensus and
dialogue.” It also stated that India, “as a longstanding friend of Yemen with
close historical and people-to-people linkages, has been extending all
possible bilateral assistance to Yemen.”22
It is important to note that, during 2012–14, India restricted its support
to Yemen only through international forums like Friends of Yemen. Bilaterally,
it maintained silence over the transitional process, and reiterated its generic
policy of “supporting dialogue between political partners and orchestrating
peaceful measures to benefit the citizens of the state.”23 Unlike China or other
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regional leaders like the UK, India did not provide any bilateral aid to the
transitional government headed by President Hadi; nor did it support or
disapprove of any political partners in the ongoing turmoil in Yemen.24 India
maintained a “studied silence”25 over the entire period of transition as well
as during the swift spiral of civil war that gripped Yemen by the latter half
of 2014. This act of diplomacy was the saving grace for India to successfully
carry out Operation Rahat that is discussed later in the chapter.
Nonetheless, the worsening conditions prompted India to issue three
travel advisories—on 21 January, 19 March, and 7 April 2015—to Indian
citizens living in Yemen to leave the country as soon as possible, and to avoid
travel to the same.26 By the time the second advisory was issued, the situation
on the ground had substantially worsened. More than 5,000 Indian citizens
who did not heed the warnings were trapped.27 There was constant aerial
bombardment by the Saudi-led alliance which blocked all road traffic, and
destroyed buildings, especially hospitals. Several hundred people who were
trapped there became involuntary human shields for the Houthis; shops and
markets were closed, and there was a constant fear of being attacked.
In this situation, the Indian embassy was inundated by requests for
evacuation as well as for the issuance of emergency exit visas. On 26 March
2015, a control room was set up to handle these requests; but the ground
reality slowly became more chaotic.28 The Arab coalition, headed by Royal
Saudi Air Force, attacked Yemen, and declared the airspace over the latter
as a no-fly zone on 27 March. It became imperative for New Delhi to chalk
out an evacuation plan for its citizens before the situation worsened.
Operation Rahat was initiated on 30 March 2015, when the government
ordered the evacuation of all its nationals from the strife-torn country.29
The Indian Navy diverted INS Sumitra, one of the newest Offshore Patrol
Vessels which was on routine visit in the Gulf of Aden, for the task of
evacuating Indians from the Port of Aden. On 31 March, 349 Indians were
evacuated and transported to Djibouti. They were the first batch of Indians
rescued by the navy from Yemen.30 Two passenger ships, namely MV Kavaratti
and MV Corals which usually ply between Kochi and the Lakshadweep
Islands, were also diverted to Yemen. The guided missile destroyer INS
Mumbai and guided-missile frigate INS Tarkash also sailed to meet the
passengers’ ships and escort them to Djibouti. This was necessary as the
waters of the Gulf of Aden have been prone to pirate attacks since 2008.31
Meanwhile, several port cities, including the Port of Aden, were being
constantly bombarded by shelling and aerial attacks. Permission for entry
of any ships into the harbour was not being given by the local authorities.
Small local boats were used to evacuate the waiting passengers to the naval
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ships.32 Ports like Hodeidah, Ash Shih’r, and many more were covered in
rotation by these ships. The sea evacuation ended on 11 April 2015, and
1,783 Indians and 1,291 foreigners were rescued by INS Sumitra, INS Mumbai
and INS Tarkash (see Table 10.1).33 Passenger ships MV Kavaratti and MV
Corals helped to evacuate 475 passengers, including 73 Indians, 337
Bangladeshis, and 65 Yemeni citizens of Indian origin.34
Table 10.1: No. of People evacuated from Yemen during
Operation Rahat
Date

Evacuation
Port

Ship

Reached at
Djibouti

No. of
Indians

No. of
Foreigners

Total

31 March

Aden

Sumitra

01 April

349

-

349

02 April
04 April

Al Hodeidah
Aden

Sumitra
Mumbai

03 April
04 April

306
265

11
176

317
441

05 April

Ash Shihr

Sumitra

05 April

182

21

203

06 April
07 April

Al Hodeidah
Al Hodeidah

Mumbai
Tarkash

06 April
08 April

463
54

11
20

474
74

09 April

Al Hodeidah

Sumitra

10 April

46

303

349

10 April
15 April

Aden
Al Hodeidah

Tarkash
Sumitra

11 April
16 April

42
76

422
327

464
403

1,783

1,291

3,074

Source: Adapted from Indian Navy, at https://www.indiannavy.nic.in/content/ships-returnheros-welcome

Figure 10.1: No. of People evacuated by MV Kavaratti and MV Corals
from Yemen during Operation Rahat

Source: Adapted from Indian Navy, at www.indiannavy.nic.in35
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The Indian Air Force and Air India came together to begin the
evacuation. Led by Ambassador Amrit Lugun, Indian diplomats in Sana’a
and the MEA managed to negotiate “window-periods” when Saudi-led
bombings temporarily ceased so as to allow the landing of Indian aircraft
for evacuation.36 India’s High Commission in Sana’a managed to coordinate
all the staff members in the Sana’a airport to accept Air India Airbus A321
and the Air Force’s C-17 Globemaster planes to operate for nearly four days.
On 3 April, Air India was allowed to fly to Yemen, and immediately two
Airbus aircraft were deployed along with two C-17 Globemaster planes
which had a capacity of 600 passengers.37 Speaking on the situation, Minister
of State for External Affairs, General V. K. Singh said that the
The Saudis gave us permission to fly for only two and a half hours in
a day. The situation in Sana’a was so chaotic that it was difficult to
land two planes, segregate passengers for Kochi and Mumbai, check
their papers, get them on board, and fly them back within the stipulated
150 minutes.38

Approximately 2,900 people were evacuated by air through 18 special flights
out of Sana’a; the air evacuation ended on 8 April.
In the end, 6,688 people—of which 4,741 were Indians and 1,947
foreigners—were evacuated (see Figure 10.2). India assisted nationals of
Pakistan, the US, the UK, Australia, Bangladesh, Bahrain, Canada, Cuba,
Djibouti, Egypt, El Salvador, Ethiopia, France, Greece, Germany, Hungary,
Indonesia, Iran, Iraq, Ireland, Italy, Jordan, Kenya, Kyrgyzstan, Lebanon,
Maldives, Morocco, Myanmar, Mexico, Moldova, Nepal, New Zealand,
Philippines, Romania, Russia, Somalia, Sweden, Sri Lanka, Sudan, Spain,
Switzerland, Syria, Tanzania, Uzbekistan, the UAE, Uganda, Ukraine and
Yemen.39 The Indians evacuated from Yemen were from 27 states, and the
maximum of 2,527 belonged to Kerala; of the rest, 427 hailed from Tamil
Nadu, 368 from Uttar Pradesh, 293 from Maharashtra, 219 from Bihar, 195
from West Bengal, and 180 from Telangana/Andhra Pradesh besides others
(see Table 10.2).40
V. K. Singh, a former Indian Army chief, travelled to both Djibouti and
Sana’a to oversee the operations. He was the first Indian Minister of State
to visit Yemen, and his visit came after 17 years of the last high profile visit
which was in October 1999 when Vice President Krishan Kant went to
Yemen. Although Singh’s visit to Sana’a was not a political one, it still
marked a high-profile interaction between the two countries. He coordinated
various aspects of the Operation. The Embassy of India was shifted to
Djibouti on 15 April 2015, when the evacuation was completed. Since then,
there is no Indian diplomatic presence in Yemen.42
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Figure 10.2: No. of People Rescued by Different Modes of Evacuation
during Operation Rahat

Source: Adapted from Indian Navy, at https://www.indiannavy.nic.in/content/ships-returnheros-welcome

Table 10.2: No. of Indians from each state evacuated from Yemen during
Operation Rahat
States
No. of People Evacuated
Assam
3
Andaman and Nicobar
1
Bihar
219
Gujarat
115
Goa
30
Himachal Pradesh
5
Haryana
5
Jharkhand
20
Jammu and Kashmir
1
Karnataka
123
Kerala
2,527
Maharashtra
293
Manipur
3
Madhya Pradesh
47
Nagaland
2
Delhi NCR
23
Odisha
31
Puducherry
1
Punjab
31
Rajasthan
60
Tamil Nadu
427
Telangana/Andhra Pradesh
180
Tripura
1
Uttar Pradesh
368
Uttarakhand
30
West Bengal
195
Source: Adapted from Ministry of External Affairs, www.mea.gov.in41
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Operation Rahat was successful primarily due to two reasons: one, India
continued to maintain diplomatic silence over the whole transition-coupcivil war phase, and did not alienate any prospective power/stake holder.
Secondly, the centuries old bonhomie between the people of both countries
had created a generally good impression about Indians which allowed the
government to manoeuvre the operation successfully.
Another facet of the Operation—one that has been least discussed in
the media— was the rehabilitation programmes. Several state governments,
including Kerala and Tamil Nadu, announced relief packages for the
evacuees from Yemen.43 They were given priority under various existing
state and central government schemes for financial assistance as well as
rehabilitation aid like free medical treatment. Although these efforts were
noteworthy, the impact of the same was felt by only a few.
At the same time, approximately 200 Indian citizens who were registered
in the Embassy refused to be evacuated. According to Anil Wadhwa,
Secretary (East) in the External Affairs Ministry, “the main difficulty is that
some people don’t want to go.” There are many reasons for this, such as
being married to locals, some nurses not wanting to leave as their wages
had not been paid, or labour contractors who had taken their money.44 Apart
from registered Indian migrants, there are a substantial number of illegal
Indian migrants in Yemen, with estimates varying from 4,000 to 5,000.45
There is no information about the exact number of Indians (legal as well
as illegal immigrants) who chose to stay back. While a section (including
nurses and menial workers) stayed back due to lack of income in India, a few
others were stuck because of losing their travel documents since their sponsors
had fled the country due to the war, while others who had settled in Yemen
for several years decided to face all eventualities. However, three major
categories had specific reasons for not returning to India. First were Indian
nurses, especially from Kerala, who had paid a huge amount of money to
various recruitment agencies to get jobs in the Gulf (including Yemen) and,
in the process, had heavy debts to repay. As the evacuation was taking place
in the beginning of the month, they had not received their salaries. Thus,
they refused to leave the hospital compound with unpaid salaries as huge
debts were waiting for them back home.46 Secondly, a large number of Bohra
Muslims—a community known for intermarriage between India and
Yemen—decided to stay back. Since most Bohras are usually involved in
community businesses (like grocery shops), most of them decided to stay
back to safeguard their properties and businesses. Farida Hizam, an Indian
Bohra Muslim woman who married a Yemeni Bohra Muslim man, said that
her husband decided to stay back in Yemen as “a lot of empty houses, both
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in Aden and the capital, are being looted after their owners run [away] for
safety, so my husband wants to stay in our house.”47 Lastly, several workers
who had studied from Yemeni universities under the Indo-Yemen Cultural
Exchange programme refused to return as their degrees were not recognised
by the Indian government, and were thus not in a position to get well-paid
jobs in India. Many of them were doctors who had passed out of Hadramaut
Medical College, and were working in various hospitals across Yemen.48 While
some of these issues were highlighted in the national media, many other
such stories remain ignored and out of the spotlight.
Within a few months of the evacuation, many Indians started to return
to Yemen. While some went back because their companies had started to
operate again, others decided to return due to a bleak future in India. Various
shipping firms and private companies began to operate by the end of 2015
when the Port of Aden was secured by forces loyal to Hadi. This resulted in
many Indians returning to re-join their official positions.49 Many nurses have
also returned to their jobs. As there are no direct travel connections between
India and Yemen, most of them travel to Jordan, and then catch a connecting
flight to Sana’a through Yemen’s national airline which operates three times
a week to help commute sick Yemeni citizens to Jordanian hospitals.50 Another
popular travel route is through Djibouti, an island country just an hour away
from Yemen through the sea. Both Jordan and Djibouti offer visas on arrival
to Indian citizens, and thus it has become easier for immigrants to travel to
Yemen even without a functioning Indian mission in the Yemeni capital.
As the situation in Yemen has not improved, Indians are still being
caught in the cross fire. External Affairs Minister Sushma Swaraj tweeted
(17 August 2016), “Some of those evacuated, returned to Yemen...We do not
have our Embassy there. It is a war-torn situation. We are not in a position
to evacuate people from Yemen at this stage.”51

Economic Relations
The economy of Yemen is highly dependent on the production of oil and
natural gas, with the country’s oil exports accounting for around 90 per cent
of its export revenues. Although, it accounts for only 0.2 per cent share of
the Middle Eastern reserves, it still has large oil fields that have not been
explored or brought into production. At present, there are 87 blocks out of
which only 12 produce oil to break even the cost of production.52 Apart from
oil production and exports, Yemen also lies strategically near the Bab alMandab Strait which is an international energy choke point.
Due to the ongoing instability, oil production has steadily declined in
Yemen. In 2008, the production was at 316,000 barrels per day (bpd) which
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declined to 127,000 bpd in 2014 and to 44,000 bpd in 2015.53 Since 2014, most
of the production has been controlled by the AQAP and the Houthis who
sell the oil barrels in the black market, and use the finances to run their
parallel government in the divided country. Foreign firms operating in
Yemen were compelled to abandon operations and evacuate their staff.
Nearly all hydrocarbon production in Yemen has been closed down.
Pipelines and port facilities have been attacked and disrupted repeatedly,
leading to enormous losses in the energy trading sector. The Aden refinery
was shut down in April 2015, and was subsequently attacked in July. Yemen
liquid natural gas plant was shut down since April 2015.54
The lack of data and the halting of nearly all energy sector activity does
not allow for a complete understanding of the recent economic structure of
Yemen. By mid-2016, there were reports of the resumption of oil production
and exports from the Masila oilfields that were closed for 16 months. The
Oil Minister, Saif al-Sharif,55 reportedly stated that Yemen sold 3 million
barrels of crude to the commodities trader Glencore.56
Table 10.3: India-Yemen Bilateral Trade (in US$ Million)
2011–12

2012–13

2013–14

2014–15

2015–16

730.62
970.72

1,477.27
958.92

1,306.99
782.18

992.13
540.68

399.79
6.88

1,701.34

2,436.19

2,089.17

1,532.82

406.67

Share of Yemen in India’s total trade 0.21
0.31
0.27
0.20
Source: Adapted from Director General of Foreign Trade, at http://dgft.gov.in
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India’s Exports to Yemen
India’s Imports from Yemen
Total bilateral Trade

Figure 10.3: India-Yemen Bilateral Trade (in US$ Million)

Source: Adapted from Director General of Foreign Trade, at http://dgft.gov.in
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Table 10.4: Share of Oil in India’s Imports from Yemen (in US$ million)
Year

Oil Imports
from Yemen

Total Oil
Imports

Yemen’s Share
in Total Oil
Imports

Imports
from
Yemen

Per cent of Oil
in Imports
from Yemen

2011-12

955.26

172,753.92

0.55

970.72

98.11

2012-13
2013-14

942.00
762.62

181,344.67
181,382.59

0.52
0.42

958.92
782.18

98.24
97.50

2014-15

516.68

156,400.01

0.33

540.68

95.56

2015-16
0.01
96,953.06
0.00
6.88
Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in.
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Figure 10.4: Share of Oil in India’s Imports from Yemen (in US$ million)

Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in.

Table 10.5: India’s Energy Imports from Yemen
2011–12

2014–15

2015–16

India’s Energy Imports from Yemen 955.26
942.00
India’s Total Energy Imports
172,753.92 181,344.67

762.62
516.68
181,382.59 156,400.01

0.01
96,953.06

Total Energy Imports from
Persian Gulf

106,400.75

85,300.30

50,992.26

Share in Total Energy Imports
(in per cent)
Share in Energy Imports from
Persian Gulf (in per cent)

2012–13

105,056.26 105,859.15

2013–14

0.55

0.52

0.42

0.33

0.00

0.91

0.89

0.72

0.61

0.00

Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in

184

Persian Gulf 2016-17
Figure 10.5: Share of Yemen in Energy Imports from Persian Gulf

Source: Adapted from Director General of Foreign Trade, at www.dgft.gov.in

Due to the political turbulence in Yemen, economic relations with India
have also faltered. Bilateral trade recorded a steep fall from the previous
year, with imports from Yemen reducing to the lowest in the past five years.
In 2013–14, India’s imports were US$ 782.18 million which declined to US$
540.68 million in 2014–15, and finally dwindled to US$ 6.88 million in 2015–
16. India’s exports too reduced from 2013–14 when they stood at US$ 1.47
billion to US$ 399.79 in 2015–16 (see Table 10.3). The decrease in imports
and exports from 2013–14 to 2015–16 is 99.1 per cent and 69.4 per cent,
respectively. The combined downfall of both imports and exports led to a
further falling of Yemen’s share in India’s total trade, from 0.27 per cent in
2013–14 to 0.06 per cent in 2015–16.
This fall in the volume of trade can be attributed not only to the political
turmoil in Yemen but also to the lack of diversification. Hydrocarbon remains
the main item in India’s imports from Yemen. This is so despite the collapse
of several pipelines and the reduction of oil production. Until 2014–15, more
than 95 per cent of India’s imports from Yemen were oil-related. The recent
turmoil has resulted in the constant downscaling of imports from Yemen.
In 2013–14, oil imports from Yemen were US$ 762.63 million which fell down
to 0.01 per cent in 2015–16 (see Tables 10.4 and 10.5). On the other hand,
India largely exports rice, grains, and other consumable items to Yemen
which are in constant demand in the country. The raging war has led to an
impasse in the trading sector as most ports have closed their activities, except
for Port of Aden and Hadramaut which have intermittently allowed ships
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to dock for trading purposes.57 Media reports regarding the sinking of an
Indian cargo ship heading towards Yemen near Oman (27 August 2016)
reveal that consumer items, including food and medicines, are still being
traded despite the lack of diplomatic relations or other political ties.58

Cultural Relations
Even though India “shares a historic relation with age old ties”59 with Yemen,
politico-cultural relations in the past five years have been limited to
institutional exchanges rather than people-to-people contact. The number
of tourists from Yemen to India has reduced sharply since 2010. There has
also been a decrease in the number of students arriving from Yemen. Several
communities, like the Bohra community in India, have continued to maintain
religious and social ties with their brethren in Yemen. Presently, there are
approximately 300,000 people of Yemeni origin residing in India, of which
150,000 reside in Andhra Pradesh and Telangana. On the other hand, there
are approximately 100,000 people of Indian origin who are Yemeni citizens,
and reside near Aden and Hadramaut.60 The close cultural ties between the
people can be observed through various common customs and expressions.
Several families of Yemeni origin from Hyderabad have married their
children in Yemen, and vice versa.
The strong cultural tie was one of the reasons of the success of Operation
Rahat. Despite the ongoing turmoil and the absolute breakdown of the
political structure in the country, local Yemenites helped Indian migrants
and their brethren to reach ports of evacuation safely. The Houthis and other
armed groups gave passage to Indian citizens through curfew areas.61 Several
Indian origin Yemenis, especially members of the Bohra community, played
an important role in acting as ‘middle-men’ between the Indian diplomatic
set-up and the various political outfits in Sana’a and Aden.62 They were able
to negotiate a window of opportunity for evacuation, and convince the local
authorities to provide exit papers for several hundred Indians.63 The close
traditional ties have kept the bilateral relation still functioning despite the
breakdown of political and economic relations.

Conclusion
India has continued to maintain diplomatic silence over the turmoil in
Yemen. This political tactic has given it enough space to maintain cordial
relations with all parties involved in the conflict. This allowed for the
successful evacuation of its citizens by its army in April 2015. India was
one of the very few countries which was permitted to do so. However, the
same ‘silence’ has also back-fired in India’s stand on terrorism in the
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international arena. Until date, India has not issued any statement against
the terror activities of AQAP. On 7 September 2014, AQAP released a
statement praising the establishment of Al-Qaeda in the Indian Subcontinent
(AQIS) and, since then, has repeatedly urged Indian Muslims to join its
ranks.64 Despite this, India has continued to remain officially silent.
The bilateral relations between India and Yemen have been on the wane
since 2011. Economic ties, political relations, and social bonds have
diminished in the past two years. With the continuance of the Saudi-led
intervention in Yemen, the prospect of improving these ties in the near future
look bleak. Since the closing of the Indian embassy in Sana’a, there have
been no political visits, exchanges, or meetings. Trade too has suffered
drastically, with India’s imports from Yemen witnessing a sharp drop while
oil imports have completely halted. The only saving grace in this desolate
relation has been the continuance of people-to-people contact through
existing bonds. The future of Yemen looks uncertain; so does the bilateral
relation between India and Yemen.
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11
THE GCC
Poonam Khatana

The changing dynamics of domestic and regional politics in the Middle East
ensured continued turbulence during 2015 and 2016. The GCC monarchies
remained embroiled in firefighting issues, ranging from economic troubles
due to lower oil prices, Saudi-led military intervention in Yemen, the ISIS
threat, and growing Iranian regional influence. The six-member GCC—
comprising Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United
Arab Emirates—shares important economic, cultural, and strategic relations
with India since its formation in 1981. The GCC countries fulfil the majority
of India’s oil and gas requirements. India’s interests in the regional
organization have deepened due to significant trade and investment
relations along with increasing expatriate presence. Hence, peace and
stability in the region acquires greater significance for India.

Developments within the GCC
Iran is the common cord that most members of the GCC consider responsible
for the instability prevailing throughout the Middle East. Hence, the GCC
has demanded assurances from the US with regard to countering Iranian
regional influence while welcoming the Iranian nuclear deal negotiated
between Iran and P5+1.1
The civil war in Yemen, which transformed into a proxy war between
Saudi Arabia and Iran, has played an important role in shaping the regional
dynamics. In 2015, the Foreign Ministers of the GCC countries attended a
meeting in Riyadh to discuss the military operation in Yemen. Justifying
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the military operation, Qatar’s Foreign Minister Khalid al-Attiyah stated that
“The Decisive Storm operation2 showed the GCC’s historical responsibility
towards Yemen”.3 Oman is the only GCC country which refused to join the
Saudi-led military operation in Yemen. The reason behind its posture can
be explained by two factors. First, by doing this, Oman showed that it is
independent from the Saudi sphere of geopolitical influence. The second
reason was to pursue a diplomatic solution to this conflict in the international
arena. Omani Minister of State for Foreign Minister Yusuf bin Alawi stated
that “Oman is a nation of peace. We cannot work on peace efforts at the
same time we would be part of a military campaign.”4 Oman also placed
an initiative before Saudi Arabia and Iran for achieving a peaceful resolution
to the Yemen crisis.
Meanwhile, being a close ally, the UAE supported Saudi military
intervention. Yemen plays a crucial role in the UAE’s geostrategic matrix
due to Bab-el-Mandab, the narrow strait which unties Yemen from the Horn
of Africa that forms link between the Red Sea and the Gulf of Aden. All
GCC countries are dependent on this strait for trade with Europe and North
America. Thus, establishing peace and stability in Yemen is of vital interest
to the UAE.5 For the last few years, there has been a constant issue with
regard to the membership of Yemen into the GCC. The GCC countries have
not been enthusiastic even though they were keen to include Jordan and
Morocco in the regional bloc. Hence, the Arabian Peninsula has been
politically divided due to the exclusion of Yemen from the GCC.6
The 36th annual GCC summit took place in Riyadh on 9 December 2015
which saw a broad consensus on a variety of political, social, and economic
issues such as combating extremism, security cooperation, support for a
political solution to crises in Yemen and Syria, and firm support for the
Palestinian cause. 7 Additionally, economic integration and issues of
environment protection were also given importance. Moreover, steps with
regard to simplifying customs procedures of entry and exit points among
GCC members were also discussed during the Summit.
The year 2015 marked a watershed in the politics of GCC countries since
the UAE allowed Israel to open a diplomatic mission—accredited to the
International Renewable Energy Agency (IRENA)—on 27 November 2015.
It gained extensive international attention since the UAE has officially
repudiated any moves to recognise the existence of Israel.8 It has been
followed by engagements with other GCC countries—like clandestine
dialogues with Saudi Arabia on the containment of Iran and efforts to revive
unofficial diplomatic ties with Israel by Qatar. The GCC’s declining concern
about Palestine and suggestions of Saudi desire to import sophisticated
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Israeli military technology can explain this expansion of the Israel-GCC
security cooperation.9 This informal cooperation can shape the current
geopolitical power balance in the Middle East.
In January 2016, the execution of the Shia cleric Nimr al-Nimr in Saudi
Arabia prompted protests in Iran which led to the severing of diplomatic
relations between Saudi Arabia and Iran. In the same month, Bahrain and
Sudan followed suit while the UAE downgraded its relations with Tehran,
and recalled its envoy.10 Earlier, due to tensions over the death of more than
500 Iranian pilgrims in the stampede during the Hajj in 2015, Iran took a
decision not to send pilgrims in 2016.11
On 26 May 2016, with regard to the Syrian crisis, the meeting was held
in Moscow between GCC foreign ministers and their Russian counterpart,
Sergey Lavrov, towards renewing political efforts to end the civil war.12
Meanwhile, the GCC countries faced severe international criticisms for their
negligence towards mitigating the Syrian refugee crisis. Since most of the
Gulf economies are heavily dependent on foreign labours, demographics
were considered an important factor in determining the indifferent attitude
of the GCC countries towards Syrian refugees. The influx of refugees was
seen as a major threat to the already-volatile demographic base.13 However,
Saudi Arabia and Qatar have donated about US$ 900 million while the UAE
has provided US$ 530 million in humanitarian aid to Syrian refuges in Jordan
and elsewhere since 2012.14
The 37th annual GCC summit was held in Manama, Bahrain on 7
December 2016.15 The promotion of GCC unity and economic integration
among the GCC member states was one of the important points of
discussion. Though the countries condemned all forms and manifestations
of terrorism, their prime focus was on stopping terror-financing. Some
developments with regard to extending strategic partnerships with Jordan
and Morocco towards forging closer relations were also discussed.16
However, Kuwait’s Emir Sheikh Sabah al-Ahmad highlighted the weak
economy of the GCC as a result of falling oil prices, and suggested the need
for GCC states to “continuously consult and coordinate”17 with each other
due to global changes. The highlight of the summit was to establish a new
strategic alliance between the GCC and the United Kingdom (UK), with
Prime Minister Theresa May attending the summit as a special guest.18

India and the GCC
As a collective entity, the importance of GCC for India lies in its energy
security, the volume of trade, and the large presence of Indian expatriates.
Due to lower oil prices and international slowdown, trade figures witnessed
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a more than 30 per cent decline between 2013 and 2016 (see Table 11.3). As
a result, India’s trade deficit with the GCC has fallen from US$ 46 billion to
US$ 14 billion in last three years.19 The drop in oil prices also impacted
remittances from the region, leading to a 2.2 per cent fall, which occurred
for the first time in last six years. In 2014–15, remittances to India from the
GCC amounted to US$ 36.7 billion, and dropped slightly to US$ 35.9 billion
in 2015–16.20 According to the World Bank, if oil prices stay low for a
prolonged period, or undergo unforeseen drops, remittances from GCC to
India could fall further in the future.21 It is important to note that GCC
countries are the biggest source, contributing about 60 per cent of total
remittances received by India in 2015–16 which contributed nearly 3.3 per
cent to its GDP. Thus, remittances help develop an organic link between
India and the GCC countries.22
Despite the slowdown in the GCC market, the migration of Indian
workers continued. Under the ECR category, more than 675,000 Indian
workers chose to migrate to the GCC countries in search of work in 2015.
The maximum of 306,000 (39 per cent) preferred Saudi Arabia while about
225,000 (29 per cent) migrated to the UAE. Even Qatar and Oman attracted
59,000 (7.5 per cent) and 85,000 (11 per cent) Indian workers (see Table 11.1)
Table 11.1: Workers Migrating from India, 2015 (ECR Category)
Country
Numbers migrated
Share (in per cent)
Saudi Arabia
306,000
39.18
UAE
225,000
28.80
Qatar
59,000
7.55
Oman
85,000
10.88
Malaysia
21,000
2.68
Others
85,000
10.88
Total
781,000
Source: Ministry of External Affairs, Government of India (MEA), Annual Report 2015–16, p.210

Figure 11.1: Workers emigrating from India, 2015 (ECR Category)

Source: Adapted from Ministry of External Affairs, Government of India (MEA), Annual Report
2015–16, p.210
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According to India’s Ministry of External Affairs, as of December 2016,
nearly 8.49 million Overseas Indians lived in the GCC countries.23 Saudi
Arabia and UAE top the list by accounting for 35 per cent and 33 per cent
respectively. While Bahrain has the lowest—with only 3.7 per cent—Kuwait,
Oman, and Qatar account for 10.87 per cent, 9.37 per cent and 7.06 per cent
respectively (see Table 11.2 below).
Table 11.2: Population of Overseas Indians in GCC countries
(December 2016)
Country

Non-Resident
Indians (NRIs)

Persons of
Indian Origin (PIOs)

Bahrain

312,918

3,257

316,175

3.72

Kuwait
Oman

921,666
795,082

1,594
919

923,260
796,001

10.87
9.37

Qatar

Overseas
Indians

Share
(in per cent)

600,000

Nil

600,000

7.06

Saudi Arabia
UAE

3,001,018
2,800,000

3,567
3,751

3,004,585
2,803,751

35.37
33.01

Total

8,430,684

13,088

8,492,754

100

Source: Population of Overseas Indian, December 2016, Ministry of External Affairs (MEA),
Government of India.

Trade and commerce continue to be a mainstay of Indo-GCC relations.
In 2015–16, India’s exports to the GCC stood at US$ 41.71 billion.24 The
merchandise of exports to each GCC country is different: for example,
petroleum products and cereals dominate exports to Saudi Arabia and Oman
while gems and jewellery, petroleum products, apparel and garments
dominate Indian exports to the UAE. India exports cereals to Kuwait, metals
(such as iron and steel) to Bahrain, and ship and floating structure industry
to Qatar.25 During 2015–16, the bilateral trade between India and the GCC
amounted to US$ 97.46 billion, witnessing a decline of US$ 36.24 billion—
that is, nearly 27 per cent since 2014–15 when it was US$ 133.7 billion.26 For
2015–16, UAE and Saudi Arabia were the prime contributors in the bilateral
trade, amounting to approximately US$ 50 billion and US$ 27 billion,
respectively. Bahrain, with approximately US$ 1 billion, attained the last spot
in bilateral trade; Kuwait, Oman, and Qatar accounted for approximately
US$ 6.2 billion, US$ 3.8 billion, and US$ 9.9 billion, respectively. The GCC’s
share in India’s total trade consisted of 15.15 per cent during 2015–16, which
was a decline of nearly 2 per cent compared to 2014–15 (see Table 11.3
below).
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Table 11.3: India-GCC Bilateral Trade (in US$ million)
Country

2011–12

2012–13

2013–14

2014–15

Bahrain

1,345.97

1,268.13

1,202.60

919.23

2015–16
1,011.04

Kuwait
Oman

17,621.05
4,668.08

17,649.21
4,609.21

18,214.69
5,763.45

14,580.85
4,131.69

6,217.20
3,865.50

Qatar

13,724.30

16,380.26

16,677.04

15,659.69

9,924.20

Saudi Arabia
UAE

37,501.00
72,681.84

43,783.89
75,455.01

48,622.60
59,540.24

39,268.98
59,167.99

26,715.56
49,735.69

Total Trade with GCC

147,542.24

159,145.71

150,020.62

133,728.43

97,469.19

India’s Total Trade
Share in Total Trade

795,283.41
18.32

791,137.33
20.12

764,605.09
19.62

758,371.89
17.63

643,296.75
15.15

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 11.2: India-GCC Bilateral Trade (in US$ million)

Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

India and GCC have continued to remain engaged in enhancing and
expanding trade and commercial relations as well as tapping potential
bilateral investments. The 4th GCC-India Industrial Forum (previously
known as GCC-India Industrial Conference), 27 with the theme
“Opportunities and Challenges”, was held at the King Abdullah Economic
City, Jeddah on 18–19 November 2015. Closer economic ties—including a
free trade zone and partnerships in different areas such as healthcare,
agriculture, energy, and information technology—were important matters
of discussion. In this Forum, Saudi Arabia’s Commerce and Industry
Minister Tawfiq al-Rabiah underlined the deep rooted relationship shared
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by India and the GCC countries, and added: “Our ties are based on trust,
friendship, mutual interests and cultural and trade exchanges. India has had
a close connection with Arab and Islamic culture”.28
The relationship between India and the GCC has witnessed significant
improvement but remain anchored in energy, trade, and Indian expatriates.
The growing flight connectivity between India and the GCC countries due
to increasing economic interaction and the presence of Indians signifies
growing people-to-people contacts.29 Moreover, apart from considering India
an economic power, it is also perceived as an important placatory power
that can play a crucial role in establishing peace and stability in the region.
India is exploring mutually beneficial relations with GCC countries in the
economic and security fields. For its domestic investment and infrastructural
development, India perceives the sovereign wealth funds (SWFs) of GCC
countries as a potential source. Moreover, “Food-energy security” is also
considered another significant area of cooperation between India and the
GCC countries, since they import 80 per cent of rice and 60 per cent of other
food commodities from India.30
Political contacts with the GCC have also remained robust, with the 9th
annual India-GCC political dialogues held on the sidelines of the 70th United
Nations General Assembly (UNGA) in New York (30 September 2015) in
which External Affair Minister Sushma Swaraj identified the GCC countries
as “an extended part of our neighbourhood”.31 The finalisation of the IndiaGCC Free Trade Agreement as well as the operationalisation of the IndiaGCC Framework Agreement as early as possible, were two important
matters raised by her. Moreover, she also invited the GCC countries to
participate in the ‘Make in India’ campaign.32 The string of bilateral visits
and meetings between India and the GCC countries during 2015–16
witnessed a thriving liaison stretching across the region to India.
India is heavily dependent on the GCC countries to fulfil its energy
needs, and imports about 60 per cent of oil and gas from the GCC countries.
In 2015–16, India’s total energy imports amounted to about US$ 96.95 billion
in which import from the GCC accounted for approximately US$ 35.77
billion and this was US$ 27.54 billion less than the previous year. During
2015–16, nearly 36 per cent of total energy imports came from the GCC
countries, which is approximately 4 per cent less than the previous two years.
Even the GCC share in energy imports from the Persian Gulf to India
declined by 4 per cent, and reached to 70 per cent in 2015–16 (see Table
11.4).
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Table 11.4: India’s Energy Imports from GCC (in US $Million)
2011–12
India’s Total Energy Imports

2012–13

172,753.92 181,344.67

2014–15

2015–16

181,382.59 156,400.01

2013–14

96,953.06

Energy Imports from GCC
73,510.80 76,034.70 78,630.85
Total Imports from Persian Gulf 105,056.26 105,859.15 106,400.75
GCC Share in Total Imports
(in per cent)

42.55

41.93

43.35

63,314.27
85,300.30

35,771.49
50,992.26

40.48

36.90

GCC Share in Imports from
Persian Gulf(in per cent)
69.97
71.83
73.90
74.23
70.15
Source: Adapted from Director-General of Foreign Trade, New Delhi, at www.dgft.gov.in

Figure 11.3: India’s Energy Imports from GCC

Source: Adapted from Director-General of Foreign Trade, New Delhi, www.dgft.gov.in

The Indian government is aware of the importance of establishing
strategic partnerships with the GCC countries. Prime Minister Narendra
Modi’s emphasis is not just on ‘Looking East’ but also ‘Linking West’. During
his visit to Saudi Arabia in April 2016,33 both countries agreed to establish
a deeper partnership by focusing on investments and joint ventures in
petrochemical complexes as well as in areas of research and development
(R&D). Both also agreed to enhance cooperation in strengthening maritime
security. By conducting joint exercises with GCC navies and increasing its
visits to GCC ports, the Indian Navy has tried to establish a closer and
institutionalized relationship with GCC countries.
UAE alone contributed 80 per cent of GCC FDI flow to India.34 Indeed,
FDI inflows from UAE to India witnessed the highest growth in 2015–16
which doubled to US$ 1 billion as compared to the previous year.35 In
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addition to Saudi Arabia and UAE, Qatar is equally important to India since
it is the largest supplier of LNG that accounted approximately for 65 per
cent of India’s total imports in 2015–16.36
Besides energy and trade relations, areas such as deterring piracy,
preventing the trafficking of narcotics and weapons, and protecting sea lines
of communication are important for India-GCC cooperation. On 24 January
2016, the First Ministerial Meeting of the Arab-India Cooperation Forum
was held in Manama, Bahrain, and a ‘Manama Declaration’ was released.37
India’s External Affairs Minister Sushma Swaraj who led the Indian
delegation emphasized cooperation in fighting against terrorism. In her
opinion, this will be a “turning point” in Indian-Arab ties.38

Conclusion
Economic interdependence defines the relationship between India and the
GCC. Trade and commerce as well as Indian migrant workers contribute
huge remittances to the Indian economy every year. Moreover, both
countries see a huge potential in the area of the investment, and wish to
expand cooperation therein. However, involvement in major economic
projects in the GCC region as well as further investment by the GCC in areas
such as education (especially higher education), health care, agriculture,
Information and Technology, and research and development (R&D) would
shape their relationship more successfully. Even education exchange
programmes, including regular interaction between students, scholars, and
academicians, would help to create a platform for the cross fertilisation of
ideas and thoughts regarding issues crucial to both India and the GCC. Like
the UAE—the country which is contributing the highest FDI to India—
measures should be taken to increase FDI from other GCC countries. Since
the GCC fulfils more than half of its energy requirement, India’s primary
focus should be on the diversification of the requirement along with the
efforts to opt for renewable sources of energy. Investment in energy
infrastructure is also an important area of cooperation.
Some challenges include the issue of the protection of the rights of Indian
expatriates present in the GCC countries. Moreover, in recent years
particularly, the great challenge lies in balancing GCC and Iran which has
become important for India. While there is no dearth of opportunities when
it comes to investing in India, the complicated bureaucratic procedures make
this task most difficult. As a result, investors look for other countries having
less complex rules. Thus, India should also take some steps in this particular
direction to encourage investors from the GCC countries. In addition to all
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these, the establishment of an inclusive institutional mechanism for strategic
dialogue is of vital importance.
2015–16 has proved to be tumultuous for the Middle East region in
general and the GCC in particular because of the crisis in Yemen as well as
a weakening of economies resulting from falling oil prices. The relationship
between India and the GCC need not be confined to economic relations; it
can also play an important role in the peace and stability of the region. This
would also provide safeguards to Indians living in the GCC countries. Due
to falling oil prices, bilateral trade figures witnessed a drop. However, other
areas of cooperation—like investment, business, information technology (IT),
telecommunication, pharmaceuticals, healthcare, tourism, and
infrastructure—have witnessed constant improvement. India is looking
towards opting for renewable energy sources and the GCC countries are
also seeking to diversify their economies. A combination of Indian human
resources and GCC capital would provide both sides with additional
platforms for the exploration of more areas of cooperation.
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12
CHINA
Swati Arun

Commenting on President Xi Jinping’s first visit to the Middle East in
January 2016, Li Shaoxian, the deputy head of China’s Institute of
Contemporary International Relations, said, “China is the only great nation
without imperial interests or demands in the Middle East.”1 However, this
statement runs in the face of the gradual shift in China’s policy towards the
Middle East, especially after the Arab Spring. It has slowly and gradually
abandoned its erstwhile foreign policy dictum of “keeping a low profile”
and “avoiding leadership” in dealing with threats to national interest. It has,
in fact, initiated several multilateral economic projects and mediated
between conflicting states, and slowly abandoned its “non-interventionist”
policy. China imports about half of its oil requirements from the Middle
East and, in the current state of regional instability, it risks loss of business
by maintaining its distance from regional politics. The looming uncertainty
after the Arab Spring has worked as a catalyst for China to change its
strategy, for now the relations cannot be completely void of political
influence.
As the US gradually lessens its engagements in the region, many Arab
states are worried about the vacuum and are Looking East, especially
towards China. China’s economic forays into the region have created
opportunities to expand investments and allow the Gulf economies to tide
over problems in times of crisis. China has managed to carve a huge share
of the Middle Eastern market, and includes the region in its One Belt One
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Road (OBOR)2 initiative, thus countering instability by boosting the economy.
However, while China tries to tackle conflicts with the economic carrot, it
might prove to be a heavy liability because of the convoluted and complex
problems facing the region. From using diplomacy to engaging with
disputing parties and providing aid to rebuild the region, China has started
to also establish military relationships with defence sales and joint
exercises—all signifying its growing interests and stakes in the region.
Chinese policy towards the Persian Gulf started to take a new shape
under Deng Xiaoping, and with Soviet disintegration and the end of the
Cold War, Beijing intensified its commercial forays into the Gulf. It
simultaneously built strategic links with countries like Iran, and in the words
of John Calabrese, no longer remained “a marginal player”. Neither did the
Gulf remained “peripheral” to China’s strategic interests.3 It continued to
build further commercial and political ties with other countries in the Gulf,
including Saudi Arabia and the UAE; at the same time, it began building
strategic commercial links in Iraq after 2005. Despite the regional turmoil
and instability since the Arab Spring, Chinese involvement in the Gulf has
remained strong, and is marked by major commercial stakes. Though it has
preferred to remain militarily uninvolved, it has built strategic relations with
major stakeholders in the region, including non-state actors.
In the last two years, Beijing has intensified its diplomatic and political
engagements with Gulf countries as well as strengthened its security and
counter-terror links. However, trade and commerce remain the most
important aspect of Chinese forays into the Gulf. So far, India—which has
significant stakes in the Gulf—has not faced any serious problem due to
Chinese involvement; but it will have to watch developments closely and
carve out its policies accordingly.

Politics and Diplomacy
In the on-going crisis in Yemen, China found itself in a tough spot between
Iran and Saudi Arabia, its top trading partners and oil suppliers. It presented
two sets of challenges—one, to its economy, namely, potential loss of trade,
threat to investment projects, and disruption in oil supply; and two, fear of
the spread of extremism in the already restive Xinjiang region.4 However,
in the last two years, China has juggled successfully between the two
regional adversaries and remained neutral in the Yemen crisis, calling for
political resolutions rather than military ones. In doing so, it did not accuse
any party, Iran or Saudi Arabia, for disrupting the peace. It upheld Yemen’s
right to sovereignty and independence while maintaining relations with both
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Iran-supported Houthi militia as well as the Saudi-supported government
of Abdrabbuh Mansur Hadi.5 After President Hadi and his government
resigned in January 2015, Saudi Arabia started air strikes on Yemen against
the Houthi rebels, thereby fuelling the crisis.
Reflective of the uncertainty, in March 2015, the Chinese navy evacuated
its citizens and nationals belonging to other countries from Yemen. It was
the first naval mission where China helped another country with
evacuations. In April, in response to the Yemen crisis, President Xi Jinping
cancelled his first official visit to Saudi Arabia, Moreover, China stepped
up efforts to defuse tensions between Riyadh and Tehran. In April 2015, in
a telephonic conversation with King Salman, Xi expressed China’s concerns
over the Yemeni crisis, and suggested resolving the conflict through political
negotiation.6 In December 2016, China expressed concerns after the armed
Houthis and their political allies formed a government. It reiterated that it
does “not support any side in Yemen taking any unilateral action that
complicates the situation.”7
In December, Beijing hosted a delegation from the Yemeni Houthi
Ansarullah movement for talks to discuss the conflict and how it could reach
an acceptable resolution.8 The Houthi government is rejected by all
international parties, except Iran. The Chinese position, though not entirely
neutral or without preferences, was one of declared “non-intervention” in
any matters that might lead it into taking a stand—as in Iraq. During Xi
Jinping’s visit to Riyadh in 2016, China affirmed its support for Yemen’s
government against the Houthi rebels.9
Sino-Iranian relations have been good; but the Chinese refusal to allow
Iran’s entry in the Shanghai Cooperation Organization (SCO) as a full
member reflects its indecision regarding what role it wants Iran to play in
its Middle East policy.10 Another argument could be that it did not want to
give the SCO an anti-US character due to Iranian membership, even though
the latter is an Observer since June 2005.11 Probably in an attempt to avoid
picking favourites, President Xi Jinping during his visit to the region (January
2016) elevated China’s relations with both Riyadh and Tehran into ‘strategic
partnership[s]’.12
China’s strategy to mitigate the Yemen crisis involved heavy investment,
boosting trade, and strong diplomatic ties with the region. In the past, China
showed extreme enthusiasm to engage with the Gulf countries through the
China-Arab States Cooperation Forum (CASCF) which was established in
2004. At the 6th Ministerial Conference in 2014, President Xi proposed a
“1+2+3” pattern of cooperation—energy as the core, then infrastructure plus
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trade and investment facilitation as two wings. Additionally, three areas of
high tech cooperation—nuclear energy, space satellites, and other new
energy initiatives—were included.13 Keeping up with the expectations, in
the past two years, China has pledged substantial investment in the Gulf,
and signed several MoUs. During his January 2016 visit to Cairo, President
Xi Jinping announced aid of US$ 55 billion to the Arab League.14
China has been active in trying to pacify Iran and Saudi Arabia,
especially after the January 2016 Saudi execution of Nimr al-Nimr, a popular
Shia dissenting cleric from the restive Eastern Province. Xi Jinping promptly
dispatched his Deputy Foreign Minister, Zhang Ming, to both Tehran and
Riyadh, urging both the sides to remain calm. Consequently, Xi Jinping also
rearranged his travel itinerary by adding an unplanned stop in Tehran,
thereby replacing his planned visit to the UAE. Thus, the Chinese President
became the first foreign leader to visit Iran after the lifting of the sanctions
following the signing of the Joint Comprehensive Plan of Action in July
2015.15 China wants to present itself as a as a reliable great power from whom
countries along the Persian Gulf can seek political and diplomatic support.

Trade and Commerce
The Persian Gulf region has 55 per cent of the world’s proven crude oil
reserves and 41 per cent of known natural gas reserves.16 China is one of
the largest consumers of energy, and is the leading importer of Gulf oil and
gas. By 2035, China is projected to become the largest oil importer as demand
is speculated to rise from the current 6 million barrels per day (bpd) to 13
million bpd.17 The Paris-based International Energy Agency (IEA) has
speculated that, by 2035, Chinese imports from the Gulf region would be
doubled. Likewise, other estimates suggest that 90 per cent of Middle Eastern
oil would go to Asia, given the decline in American imports due to fracking,
hydraulic fracturing, and shale gas.18 Meanwhile, China is reportedly
targeting to enhance its strategic oil reserves from the current 37 days to
100 days by 2020.19
Chinese relations with the Gulf States have largely been associated with
business. In the last decade itself, its trade with the Gulf increased 600 per
cent to US$ 230 billion in 2014.20 It imported 6.2 million barrels/per day
(bpd) of crude oil in 2014, and half of it or 3 million bpd came from the
Gulf.21 With the slump in oil prices, the Gulf countries reached out for foreign
investment in infrastructure, energy, oil drilling, and heavy industry. With
its active commercial diplomacy, China emerged as the leading investor and
business partner, signed several agreements, and pledged investment for
infrastructure development with an eye on the OBOR initiative.22 China has
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significant bilateral trade with individual Gulf states; however, the collective
trade with nine Persian Gulf countries amounted to US$ 260 billion in 2014
but dropped to US$ 193 billion in 2015 (see Table 12.1).
Among the Gulf States, Saudi Arabia is China’s largest trade partner
and, in 2015, it imported goods worth US$ 21.16 billion and exported goods
worth US$ 30.02 billion, with the trade balance remaining in China’s favour.
Similarly, in 2014, Chinese imports from the Kingdom stood at US$ 20.57
billion and its exports at US$ 48.5 billion, amounting to nearly 14 per cent
of China’s total international trade.23 It has also signed agreements to
establish joint ventures with big Saudi companies. For example, in October
2015, Saudi Basic Industries Corporation (SABIC), the world’s largest
petrochemical company, planned more than three joint venture projects in
China.24
During Xi Jinping’s Gulf visit in January 2016, China announced a
common investment fund worth US$ 20 billion for the UAE and Qatar. An
additional US$ 10 billion was promised as commercial loans to boost
cooperation in the energy sector with the Gulf States, while a further US$
10 billion was offered as preferential loans to stimulate investments.25
President Xi Jinping and King Salman signed 14 agreements and MoUs
during Xi’s visit. China promised to invest US$ 2.43 billion to build a nuclear
manufacturing equipment industrial cluster, first scheduled to be online in
2022, and then 15 more by 2032.26 It was also agreed that the joint venture
between Saudi’s Aramco and China’s Petroleum and Chemical Corporation
(Sinopec) would undergo a US$ 1–1.5 billion expansion.27 Even though Saudi
Arabia is an American ally, its relations with China have soared in the past
decade, oil being the key factor.28
Beijing’s relations with the UAE have also soared in the economic
domain as both are more focused on high-tech joint ventures in construction
and renewable energy.29 It is estimated that 60 per cent of total Chinese trade
to Europe and Africa passes through the UAE.30 This dependence raises its
stakes in regional security. China accounts for 10 per cent of the total Emirati
non-oil trade, and an estimated 300,000 Chinese nationals live in the UAE,
in addition to 4,200 Chinese companies, 356 trade agencies, and more than
2,500 Chinese trade labels registered therein.31 The UAE continues to be the
largest Middle East market for Chinese products and, in 2014, it overtook
India as UAE’s largest non-oil trade partner.32
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Figure 12.1: China-Gulf Trade, 2012–15 (US$ million)

Source: National Bureau of Statistics of China, China Statistical Yearbook, at http://
www.stats.gov.cn

China’s relations with Iran withstood the hardships of sanctions.33 In
2015, the bilateral trade stood at US$ 33.82 billion. China exported goods
worth US$ 16.74 billion and imported products worth US$ 17.77 billion (see
Table 12.1). Of the Chinese imports, non-oil commodities were worth US$
9.15 billion while of its total exports to Iran non-oil goods comprised US$
12.56 billion.34 China’s support to Iran throughout the nuclear impasse and
sanctions as well as its continued trade was acknowledged by President
Hassan Rouhani who said, “China has always stood by the side of the
Iranian nation during hard days.”35 During Xi Jinping’s January 2016 visit
to Tehran, Supreme Leader Ayatollah Ali Khamenei acknowledged the
friendship and understanding between the two states, and said, “The Islamic
Republic will never forget China’s cooperation during the sanctions era.”36
After the sanctions were lifted, competitive Chinese companies which were
not allowed to trade with Iran earlier—because of having US partners—
could invest in Iran, and the process has already been started with several
agreements signed during Xi’s visit.37
There were expectations that Iran would be inducted as a member of
SCO which would boost its foreign trade. At the SCO summit in Ufa in July

210

Persian Gulf 2016-17

2015, Iran’s Deputy Foreign Minister, Ebrahim Rahimpour said, “We will
get a chance to develop active trade ties with all the SCO member countries
after the sanctions against Iran are removed”. He said that, current annual
trade volumes between Iran and the SCO states stood at about US$ 90
billion.38 However, in June 2016, China refused Iran’s membership in the
SCO, despite assurance from President Xi Jinping during his January visit.
Commenting on the situation, Foreign Minister Wang Yi said that the current
focus was on the full membership of Pakistan and India in the SCO.39
Despite the setback, cooperation between the two states was soaring.
President Xi Jinping told his Iranian counterpart Hassan Rouhani (during
the latter’s visit to China in September 2015) that, “China will prioritize its
energy and financial cooperation with Iran.”40 During their meeting in
Tehran (2 January 2016), both sides signed a 25 year economic, political,
and military cooperation pact, as also 17 agreements ranging from oil drilling
to nuclear energy, infrastructure projects facilitating Iran in the larger OBOR
project. Rouhani predicted that the bilateral deals would boost bilateral trade
tenfold—to US$ 600 billion annually in the next decade.41
A memorandum of understanding (MoU) for the expansion of industrial,
mineral, and investment cooperation was also signed during the visit.
According to Iran’s SHATA news agency, the memorandum focuses on
bilateral cooperation and investment in the construction of passenger trains
as well as in the manufacturing of trucks, trailers, and auto parts. The MoU
also proposed the transfer of technical know-how for the production of
drilling rigs as well as investment in all areas related to the copper industry,
chemical fertilizers, glass fibre, lead, etc. The memorandum covers 20
projects which would be implemented through finance or joint investment.42
Throughout the meeting, the focus remained on infrastructure. “Connectivity
is the artery of the thousand-mile land and maritime silk roads. To build
connectivity with Middle East countries, China should start with
transportation infrastructure,” said Zhang Shuyu, a researcher with the
University of International Business and Economics.43
China has expanded its presence in Iraq by committing to several
commercial and developmental projects. In December 2015, Iraqi Prime
Minister, Haidar al-Abadi, visited Beijing to increase Chinese investment to
“rebuild the country.” The Iraqi leader and his Chinese counterpart, Li
Keqiang, signed five agreements, pledged to establish a long-term energy
partnership, and increase energy cooperation, including oilfield projects and
refinery construction.44 Li Keqiang said that, “Iraq is an important partner
of China in the region”, and that China was willing to increase cooperation
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in areas of oil exploitation and refinery construction.45 The joint statement
mentioned that China pledged to channel
more investment to the energy sector and higher cooperation between
government and undertakings in the areas of crude oil trade, oil-gas
exploration and development, oilfield engineering service and
technology, construction of storage and transportation facilities,
chemical refining engineering and energy equipment [and that it
wishes to] help Iraq improve its production capacity of cement, steel,
flat glass and engineering machinery.46

Vice Minister Zhang Ming said that both parties reached the consensus to
use China-made equipment to support oil-gas explorations. Additionally,
Prime Minister Li and Prime Minister Abadi signed a MoU on the promotion
of “Silk Road Economic Belt” and “21st Century Maritime Silk Road.”
Iraq’s oilfields are among the largest in the Middle East and are open to
foreign investments; China is its top foreign investor. However, most of Iraq’s
oil is drilled by international oil companies under the Kurdistan Regional
Government (KRG). China has established direct links with the KRG and
opened a Consulate in Irbil in December 2014.
China has good economic and trade relations with other GCC countries
as well. These include Kuwait, Qatar, Bahrain, and Oman. In March 2016,
Kuwait’s crude oil export to China hit 409,000 bpd—a 30 per cent rise from
2015. China-Kuwait trade has been steady and, in 2015, the total trade stood
at US$ 11.2 billion—a minor drop from the US$ 13.4 billion the previous
year, mainly attributed to falling oil prices. With Qatar, bilateral trade stood
at US$ 4.8 billion (QR17.5 billion) in 2016—down from US$ 5.9 billion
(QR21.5 billion) in 2015. Qatar’s major imports are iron and steel; flat rolled
iron; bars, angles, and shapes of steel; aluminium plates, sheets and strips;
copper tubes and pipe fittings; and railway or tramway track construction
heavy tools and equipment, among other products.47
Qatari exports to China include liquefied natural gas; minerals, fuels,
petroleum oil and petroleum products; plastics and its products; and
miscellaneous petrochemical products. Like many other states, Qatar set in
motion policies to attract more trade from China in Yuan. In 2015, Qatar
launched the MENA (Middle East and North Africa) region’s first Renminbi
centre, “[w]hich has helped attract more trade transactions in the Chinese
currency”.48 The Industrial and Commercial Bank of China’s (ICBC), located
in the Qatar Financial Centre, is the clearing bank for the centre. Since its
inauguration in June 2015, the total currency transaction was approximately
US$ 60 billion or 419 billion Chinese Yuan. Likewise, China’s FDI in Qatar
rose 77.5 per cent in 2016.49
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With Bahrain, Chinese trade were less compared to other GCC countries,
with a total trade of US$ 1.1 billion in 2015 (see Table 12.1). Oman is an
important economic partner and, in March 2016, Oman hosted the 8th ChinaOman Joint Committee of Economic and Trade in Muscat. The two sides
discussed investment opportunities in Oman, and applauded the progress
in bilateral relations.50 On 23 May 2016, an agreement was reached between
Oman’s government and Chinese investors to develop a new US$ 10.7 billion
industrial city near the port of Duqm by 2022.51 This project is expected to
help Oman strengthen its construction sector. According to media reports,
in total about “35 projects will be undertaken, including the construction of
an oil refinery capable of processing 235,000 bpd, a petrochemical complex,
a concrete plant, a steel smelter, a glass factory, an aluminium plant, and a
solar factory to produce panels and batteries.”52 China and Oman have also
been discussing the Omani participation in the OBOR that would help the
economic development of Oman.53
China was the top importer of Omani exports in 2015, with 50 per cent
of the total exports54 and retained the top position in importing crude oil
from Oman. It purchased 180.99 million barrels from Oman in the first nine
months of 2016 or 74.97 per cent of Oman’s total export of 241.41 million
barrels.55 In 2015, China imported 237.56 million barrels, out of a total 308.14
million barrels exported by Oman. China is also the top export and import
destination of Yemen, carving out a share of 39 per cent and 15 per cent
respectively, in 2015.56

Defence and Security
While China faces internal problems—especially with some extremist groups
like the East Turkestan Islamic Movement (ETIM)57—an alarming wave of
Uyghurs from the disturbed Xinjiang region have been joining the ISIS in
large numbers. In 2014, the ISIS leader Abu Bakr al-Baghdadi said that China
was on a par with states such as Israel, India, and the United States as an
“oppressor” of Muslims.58 This announcement was followed by the group’s
execution of a Chinese citizen, Fan Jinghui, in Iraq in November 2015. There
were also reports of about 300 Chinese Muslims fighting alongside ISIS.59
This has become an obvious threat facing China’s strategic engagements
and economic ambitions in the region.
In the wake of the Paris attacks in November 2015, in the summit
meeting of Asia Pacific Economic Cooperation (APEC) held in Pasay in
November 2015, Chinese President Xi called terrorism “the common enemy
of all human beings.”60 Foreign Minister Wang Yi said, “China is also a victim
of terrorism, and cracking down on ETIM should become an important part
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of the international fight against terrorism.”61 In December 2015, China
adopted its first counter-terrorism law.62
During his visit to the Gulf countries in January 2016, Xi Jinping pledged
to expand security cooperation and oppose terrorism. The People’s Liberation
Army Daily reported (17 October 2016) that China held its first anti-terror
exercise with Saudi Arabia to combat terrorism and non-traditional security
threats.63 In the same month, China voiced its support for Iraq to retake
Mosul from ISIS. However, in February 2016, Foreign Minister Wang Yi said
that, “China will not take part in any coalition fighting ‘Terrorist groups’ in
the Middle East, but will do its fair share in its own way and is already
helping Iraq.”64 In other words, it would be counterproductive for China to
align itself with any one side while the future still remained uncertain. Since
it maintains ties with all parties to protect its investments and citizens in
the region, it is perhaps best for it to remain neutral.65
Further, Sino-Saudi counter-terrorism cooperation witnessed some
movement when, in November 2016, Meng Jianzhu (special envoy of the
Chinese President) met King Salman and signed a five year plan for security
cooperation. The plans included counter-terrorism cooperation and joint
military exercises.66 In October 2016, both countries conducted their first joint
anti-terrorism drill near Chongqing. The People’s Liberation Army Daily
reported that, “[t]his joint anti-terrorism training is directed at raising the
two militaries’ ability to combat terrorism and non-traditional security
threats.”67
China has made agreements with Saudi Arabia, the UAE, and Iraq for
the sale of CH (Cai Hong, or Rainbow-4), a medium-altitude, long
endurance, armed drone. Reportedly, Saudi Arabia and the UAE are
employing it in their fight against Yemen’s Houthi rebels, and Iraq against
ISIS forces.68 Good relations with China have led to the sharing of military
technology with the UAE. For example, when the US refused to sell armed
drones to the Emirates, China offered a cheap duplicate in the Predator or
the Wing Long which, reportedly, the UAE used during the Yemen crisis.69
On the nuclear front, post-sanctions Iran became free to engage in civil
nuclear agreements which would benefit China. In 2016, the head of Iran’s
Atomic Energy Commission, Ali Akbar Salehi, announced that Tehran
planned to accept help from China for the construction of two nuclear power
plants. Furthermore, Ali Akbar Salehi (the head of the Atomic Energy
Organization of Iran) and Xu Dazhe (the head of China’s Atomic Energy
Authority) agreed on “cooperation for [the] reconfiguration of the Arak
nuclear facility, along with nuclear cooperation in economic, research and
industrial areas.”70
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The growing military partnership between China and the Gulf also
underscores China’s intentions. In the last two years, the UAE, Iraq, Iran,
and Saudi Arabia have made several visits to China to secure military
partnerships, and China has signed MoUs with Iran, Iraq, and Saudi Arabia
to further establish “military to military relations.”71 In this regard, though
OBOR is solely intended to maximize business and regional economic
cooperation among all actors, it is highly likely to extend its reach beyond
economics. Commenting on the developing relations between the two
countries, Senior Colonel Zhang Ge, Defence Attaché of the Chinese
Embassy in Kuwait said, “military to military cooperation are on the right
track and we are confident for more bilateral events in [the] future.”72

China, the Gulf and India
The OBOR came out as an important component of Chinese foreign policy
for the year 2015–16. This was signified by a year around promotion occurring
both within and outside the country. Two major debates have come out of
its new relationship with the Middle East promoted extensively through
OBOR: one, China is free riding on the security provided by the US; and two,
China only has economic interests. The former argument is largely provided
by Western observers, while Middle Eastern thinkers subscribe to the latter.
It is possible to conclude that, keeping in mind the pattern wherein China
leverages its massive economic strength vis-à-vis smaller powers (like
Philippines), it would utilize the same leverage in the Middle East. However,
the question that arises is: towards what end? Certainly, China needs to bring
its economy back to normal, as economic growth is directly linked to the
legitimacy and power of the Communist Party of China (CCP). However,
should the Middle East be complacent or oblivious to the impending
consequences of such asymmetrical relations with China?
India has been a close partner of the Middle East; but with growing
Chinese power in the Gulf, India requires to take a more proactive stand.
For one, Chinese interests might only be business at present; but this could
change and, in the long run, China accumulating soft power in the Gulf
could diminish India’s position. The “new normal” state of affairs between
the US and China suggests a struggle between a global power and a rising
power, and the dissatisfied power would try (has been trying) to change
the rules of the international order to a preferred end. Against this backdrop,
a classic case of a security dilemma sets in: India should not have to deal
with an overpowering China in its second tier neighbourhood merely
because weaker powers in the Middle East would be unable to defy Chinese
rules changing the international order. This would not bode well with India.
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In another case of leveraging economic interdependence in a conflict
situation, China might use such a power to control energy transfer to India,
hampering its growth and capability. However, for now, China sits in a
favourable position in the Middle East, and India needs to catch up. An
accurate estimate of Chinese ‘power’ in the Middle East can only be asserted
after a successful implementation and functioning of the OBOR vision.
Moreover, the region is under stress over the US withdrawal. Though
China oscillates between non-intervention and the protection of self-interest,
it categorically denies any interest in tackling conflict and regional issues
as a main participant, and prefers to stay an invisible mitigator—as in 2015
and 2016 when it mediated between Iran and Saudi Arabia. In yet another
attempt to defy the intentions of world leadership, in his speech to the Arab
League, Xi Jinping said China has not been seeking proxies and would not
try to fill any vacuum left. However, while OBOR will provide commercial
benefits to the region, it would also require China to get involved in matters
of both security and politics, to maintain regional stability for the sake of
its investments and personnel. And if anything, the Communist Party of
China (CCP) cares more for financial sustainability and security.
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PAKISTAN
Divya Malhotra

Pakistan-Gulf relations lie at the interface of emotions, interests, and
ideology. Since its birth in 1947, Pakistan has looked towards the Maghreb
(West) for support. The Persian Gulf region has held specific significance in
Pakistan’s foreign policy calculus as well as in the psyche of common
Pakistanis. Once the Viceroy of India decided to grant independent status
to Pakistan, the Saudi King was the first head of state to felicitate
Mohammed Ali Jinnah, the first Governor General of Pakistan; and Iran
extended an equally warm response. Geographically, Pakistan has the
advantage of being at the crossroads of West, South, and Central Asia, and
of being surrounded by Iran, Afghanistan, China, and India. Its coastline
along the Arabian Sea brings it into close contact with the countries along
the Persian Gulf. Its ideological and geographical intimacy with the Gulf
has eventually translated into strong economic, political, military as well as
cultural ties.
Historically, Islam was the main point of confluence between Pakistan
and its Gulf neighbourhood. Saudi Arabia’s support in wars with India won
it a special spot and, by the fact of geography, its Shia neighbour Iran also
cultivated close ties. The Shah offered support to Islamabad during its wars
with India. However, the strategic strength of India vis-à-vis Pakistan
became pronounced with the latter’s continued failures, particularly its
territorial loss in the 1971 war. Moreover, Islamabad’s tilt towards the Arab
world also made Tehran uncomfortable. Nonetheless, its self-projection as
the “personification of Islam” was used by Pakistan to forge easy friendships
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with all the littoral states of the Gulf.1 Even though Pakistan has mostly
adopted a neutral stance towards regional conflicts, it could never remain
unaffected by the regional turmoil. Therefore, at times, it has assumed the
role of a moderating agent.2 On the whole, the six-member Gulf Co-operation
Council (GCC) states, along with Iran and Iraq, have been a significant
component of its strategic calculus and its vital stakes in the region. Over
time, the Persian Gulf has sustained its significance in Pakistan’s foreign
policy blueprint.
In 2014, Pakistan’s Gulf equation was dominated by the Saudi factor.
Since the election of Nawaz Sharif as Prime Minister in June 2013, there
has been sustained activism in the bilateral relations between Pakistan and
the Gulf countries. An important development was the Saudi success in
diluting Pakistan’s non-partisan stance on the Syria issue. A Joint statement
issued by both the parties in February 2014 regarding the “formation of an
interim governing body to replace the Bashar al Assad regime” testifies to
the claim.3 On the other hand, Iran took a back seat in Pakistan’s priorities
due to sanction-related restrictions and pressure from Washington. The
change of stance on the Syria issue further punctured relations with Tehran.
In parallel, Islamabad continued to engage with leaderships in other Gulf
countries. On the whole, the Nawaz Sharif government managed to forge
close political, economic, and military equations with its extended
neighbourhood in the Middle East as their interests converged on multiple
levels, while relations with Iran went downhill.
This essay explores the areas of convergence as well as contradictions
between Pakistan and the Persian Gulf countries in 2015 and 2016. A special
emphasis would be on its cautious engagement with its Shia neighbour Iran,
and how it calibrated its ties between two mutually hostile countries—Saudi
Arabia and Iran. Bilateral ties would be discussed in the contexts of
diplomatic engagement, defence cooperation, economic synergy, and
migrant dynamics.

Diplomatic Engagement and Political Equations
The last two years—that is, 2015 and 2016—can be labelled as years of shaky
diplomacy for Pakistan, with the Joint Comprehensive Plan of Action
(JCPOA) bringing Iran back into the international arena, and the Yemen crisis
causing diplomatic tremors. As Saudi-Iran relations soured over Yemen and
other issues, Pakistan found itself amidst a geopolitical conundrum. While
it managed to balance its position towards securing its economic interests,
its “vague and ambiguous” stance attracted derision from Saudi Arabia and
its allies.4 Thus, its decision to detach and distance itself from the regional
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conflict strained and soured its relations with some of the Gulf monarchies
despite the number of official visits exchanged. Saudi Arabia and Pakistan
displayed active diplomatic engagement with maximum state visits, while
war-torn Iraq did not see any official engagements.

Saudi Arabia
Saudi Arabia and Pakistan have shared a historically strong bond, guided
by interests as well as religious-cultural affinities. During the period under
review, their political and security leaderships came together many times.
However, this delicate alliance was put to test in 2015 when Riyadh asked
for Islamabad’s aid in Operation Decisive Storm against the Houthis rebellion,
a Shia politico-religious movement in which other Arab states, including
Egypt, Morocco, Jordan, Sudan, Kuwait, the UAE, Qatar, and Bahrain, took
part.5 The political leadership of Pakistan did not succumb to Riyadh’s
pressures, and chose not to get embroiled militarily. In a smart political move,
this position was legitimised through a unanimous resolution adopted in
the special joint session of parliament held on 10 April 2015 that called on
the government to “maintain neutrality in the Yemen conflict so as to be
able to play a proactive diplomatic role to end the crisis”; and at the same
time, the Majlis-e-Shura (Parliament) expressed “unequivocal support for
the Kingdom of Saudi Arabia, and affirms (this) in case of any violation of
its territorial integrity.”6
Most scholars and observers have seen this development as a balancing
act, wherein Pakistan tried to strike a fine balance between the two regional
rivals, thereby preventing a further polarisation of the region. Nevertheless,
this development can also be looked at from an internal security angle,
suggesting that Pakistan did not want to open a third front. Its military has
been at war with religious extremists to contain home grown terrorism.7
On the Afghan border, up to 30,000 military personnel have been engaged
in Operation Zarb-e-Azb since 2014 to eliminate foreign and indigenous
militants hiding in the North Waziristan province.8 Moreover, its border
issues with India on the east also demand military engagement. Under such
circumstances, supporting the Saudi-led military operation in Yemen would
have put serious pressure upon the Pakistani military, thereby jeopardizing
its operations on the two fronts.
The only advantage Pakistan could have gained by way of denying
military assistance to the Saudis is a possible role of mediator to dissolve
tensions. It was the only non-Arab Islamic nation that could potentially
engineer a face-saving solution to achieve a cease-fire and de-escalate the
Yemen war.9 Nonetheless, the lines of communication remained open
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between the two countries and there were continued interactions, evident
in high-level visits (see Table 13.1).

Iran
Interests overpower emotions in diplomacy, and the case of Iran testifies
the claim. Iran-Pakistan relations had been stalled as a consequence of the
US-led sanctions imposed on Iran in 2012. However, there has been a reversal
since the signs of sanction-removal surfaced in 2015. Finally, as the JCPOA
came into effect in October 2015 and sanctions were lifted in January 2016,
Pakistan hurried to reconcile its stalled relations. Ever since, there has been
a notable upsurge in Pakistan’s political contacts with Iran. Cautious
engagement under sanctions and many calculative rendezvous after
sanctions-lift has been Pakistan’s mantra while devising its relations with
Iran.
With signs of nuclear negotiations becoming clearer, trade and
investment emerged as the dominant themes of deliberations in 2015. There
was Foreign Minister level interaction in April 2015 when Iranian Javad Zarif
visited Pakistan. The main objective of this visit was to discuss Pakistan’s
position on the calculative Yemen issue, and enhance economic ties between
the two countries; but there was little headway on the security front.10 PakIran diplomacy slowly gained momentum; this was evident in the visit of
its Commerce Minister, Khurram Dastagir Khan, to Tehran in April 2015
for the seventh Pakistan-Iran Joint Trade Committee meeting, and the
subsequent meeting of the Pak-Iran Joint Working Group and Technical
Committee on Trade in August 2015 to frame a five-year strategic plan for
bolstering bilateral trade.
The dawn of 2016 saw Pakistan’s shuttle diplomacy between Saudi
Arabia and Iran. After visiting Riyadh, Prime Minister Nawaz Sharif stopped
over to meet Iranian Defence Minister to pacify tensions brewing between
the two Gulf neighbours. In response to global developments, Pakistan
opened a new chapter of ties in the post-sanction era by lifting sanctions
against Iran in accordance with the UNSC Resolution 2231 in February
2016.11 In March, Iranian President Hassan Rouhani visited Pakistan (the
first Iranian head of state to visit Pakistan in 14 years)12 and discussed issues
relating to border management, and pushed for greater cooperation in
energy and investment business. This visit was also significant in the light
of Pakistan’s refusal to join the Saudi led military alliance in Yemen.
During President Rouhani’s second visit in September 2016, Iran’s
willingness to get aboard the China Pakistan Economic Corridor (CPEC)
was highlighted. This could be seen as its strategy for reaching out to newer
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markets and enhancing its economic footprint.13 Iran is the only Persian Gulf
country with which Pakistan shares a border, and has border issues
regarding illegal trade and clashes. In 2016, Pakistani authorities started
building a gate at the country’s border with Iran—at Taftan in Baluchistan’s
Chagai district.14 The stalled Iran-Pakistan gas pipeline is yet another
important and unresolved bilateral issue. Even though Prime Minister
Nawaz Sharif had taken up the matter with Iranian President during his
visit to Tehran in 2014, no tangible progress was made. While Iran has
completed the work on the pipeline on its side of the border, Pakistan has
only offered rhetorical support to this project by announcing a new deadline
(2018) for the completion of the project.15

The UAE
Relations between the Pakistan and the UAE reached a new low when the
Emirati Minister of State for Foreign Affairs warned Pakistan of having to
pay a “heavy price for taking an ambiguous stand,”16 which was perceived
to be de facto equivalent of siding with Iran over the Yemen conflict. Since
then, there has been no significant progress in the relations between the two
on the diplomatic front. The attack on the Deputy Prime Minister and
Interior Minister of the UAE while travelling in the Guchak area of the
Panjgur district of Baluchistan (on a Houbara Bustard hunting expedition
in December 2016) worsened the relations further. The frostiness that has
crept into UAE-Pak relations has been labelled as the prime reason for the
UAE’s growing proximity with Pakistan’s adversaries, including India. No
radical shift is expected in the UAE-Pak ties even as the UAE has been
steadily increasing bilateral ties with other South Asian economies. However,
the two countries have continued to deepen the economic engagement. This
can be gauged from the fact that the UAE came second only to China in
terms of Foreign Direct Investment in 2016, with an investment of US$ 111
million in Pakistan’s economy.17 Moreover, the strong diaspora linkages
between the two countries would always act as a buffer while mending their
relations.

Bahrain
Prime Minister Nawaz Sharif undertook a two-day visit to Bahrain in
January 2015 to discuss potential areas of economic cooperation and
increasing bilateral trade which then stood at US$ 200 million.18 The meeting
culminated in the signing of several MoUs in sectors ranging from arts,
culture, education, and business.19 The signing of the agreement to declare
the capital cities of Islamabad and Manama as the twin cities also signalled
diplomatic warmth and optimism. In July 2016, in a goodwill gesture,
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Bahrain granted the Royal Pardon to 82 Pakistani inmates due to the special
efforts made by Ambassador Javed Malik.20 However, Islamabad received
a major jolt in October when Bahrain extended support for the Indian
position on the Kashmir issue by questioning Pakistan’s portrayal of
Kashmiri militants as freedom fighters.21 This was an exceptional diplomatic
gain for India from a member of the Organisation of Islamic Cooperation
(OIC) that has traditionally backed Islamabad. Nonetheless, the year ended
on a positive note, with deliberations between Pakistan’s Foreign Affairs
Advisor Sartaj Aziz and Bahrain’s Foreign Minister Khalid al-Khalifa during
the Manama Security Dialogue in December.22 Thus, diplomatically, the
relations remained sound despite sporadic hiccups.

Qatar and Kuwait
Qatar engaged in bilateral talks with Pakistan regarding energy, investment,
trade, defence and manpower in March 2015.23 Qatar also showed interest
in co-financing the Neelum-Jhelum hydropower project, and supported the
proposed Free Trade Agreement (FTA) between Pakistan and the GCC.
However, these promises could not translate into action.24 The signing of
US$ 1 billion LNG gas supply deal and several other MoUs in the field of
health, media, education, and research during Nawaz Sharif’s visit to Qatar
in February 2016 also garnered attention.25
Kuwait and Pakistan had two major bilateral exchanges in the two years.
On the side lines of the 42nd OIC Council of Foreign Ministers (CFM)
meeting in Kuwait City in May 2015, Pakistan’s Foreign Affairs Advisor,
Sartaj Aziz, met with Khalid al-Sabah, Deputy Prime Minister and Minister
of Foreign Affairs of Kuwait to discuss visa and investment related issues.26
On a similar format, the second round of political consultations was held
in Kuwait in the summer of 2016, with representatives of Ministry Foreign
of Affairs from both the sides.27

Iraq and Oman
Islamabad’s engagement with Iraq during these two years was characterised
by diplomatic silence. Iraq garnered some media attention when the report
regarding 100 Pakistanis, who travelled to Iraq and Syria to join the Islamic
State (IS), surfaced in January 2016.28 Relations with Oman got a boost in
September 2016, when Pakistani Foreign Affairs Advisor, Sartaj Aziz, visited
Muscat to augment bilateral cooperation.29

Defence Dialogue and Cooperation
The Pakistan army is highly revered among the Persian Gulf nations who
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look towards the former to train their military personnel and upgrade their
warfare architecture. In March 2015, the Pak-Saudi joint exercise Samsam-5
was conducted in Taif, involving the participation of 292 Pakistani troops.30
In December 2015, the navies of Pakistan and Bahrain conducted a series
of bilateral exercises, Shaheen Al Jazeera; these have been conducted regularly
since 1997 at Karachi and Manama alternatively. The exercises are aimed at
enhancing counter terrorism and maritime security. In February-March 2016,
Pakistan participated in the North Thunder joint military exercise conducted
by Saudi Arabia in Taif, along with 20 other Muslim nations.31 The political
and diplomatic fissures over Yemen did not prevent Saudi Arabia from
conducting joint military exercises with Pakistan. This is reminiscent of the
cordial bond shared by the two nations.32 Thereafter, in August 2016, Israel,
the UAE, and Pakistan participated in the joint military exercise at Nellis
Air Force base in Nevada in the US.33 This gained media attention because
Pakistan and UAE do not have diplomatic relations with Israel. This exercise
raised a controversy in Islamabad,34 but the issue faded sooner than
expected.
As the diplomatic impasse between sanction-hit Iran and Pakistan
started loosening, both conducted a joint naval exercise in the strategic
waters of the Strait of Hormuz in April 2016; in September, the Iranian
Navy’s 43rd flotilla docked at Karachi port for a joint drill.35 In December,
Pakistan and Oman conducted the joint naval exercise Thamar al Tayyab at
Karachi Port, which was the eighth in the series.36 These exercises with Saudi
Arabia, Bahrain, UAE, and Iran were aimed at enhancing operational and
tactical coordination and understanding between the militaries of the
participating countries.
Besides these exercises, military-specific ministerial visits are also
indicative of the level of defence diplomacy. There was active and continued
interaction between the militaries of the respective countries (see Table 13.1).
In January 2015, Prime Minister Nawaz Sharif and the Chief of the Air Staff,
Rafique Butt, paid two separate visits to the Bahrain Defence Forces’
Headquarters in Manama to discuss issues relating to military cooperation.37
In February and March, the Army Chiefs of UAE and Pakistan came together
to discuss military capabilities and cooperative framework. In April, a high
level defence delegation from Islamabad went to Riyadh to hold talks with
the Saudi Defence Minister Khawaja Asif, and in June, the Commander of
the Kuwait navy met Pakistan’s Naval Chief and Air Chief to deliberate
over maritime security issues. While the first half of the year witnessed highlevel defence interactions, the latter half of the year witnessed two separate
visits by the Qatar Army Chief in August to discuss maritime threats in the
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Indian Ocean, and Commander of the Kuwait Air Force (December 2015)
to deliberate over security issues.
Table 13.1: Number of Defence visits to Pakistan in 2015 and 2016
Country
Bahrain

Visits in 2015
2

Visits in 2016
0

UAE

2

0

Saudi Arabia
Kuwait

1
2

3
0

Qatar

1

2

Iraq
0
1
Source: Adapted from Pakistan Watch, Middle East Institute, New Delhi. http://
www.mei.org.in/front/search/search.php
Note: Defence visits include visits by Defence Ministers or senior officials from the Ministry
of Defence. The ministries and media sources do not cover all the visits, and thus the
actual number may be more than the numbers identified here.

Figure 13.1: Number of Defence visits

Source: Adapted from Pakistan Watch, Middle East Institute, New Delhi. http://
www.mei.org.in/front/search/search.php

The year 2016 was relatively dull in defence diplomacy and dialogues
(see Table 13.1). In March, the Pakistani Federal Minister for Defence
Production, Tanveer Hussain, held a meeting with Iraqi Defence Minister
Khalid al-Obeidi in Baghdad to offer military and security cooperation in
the revamping of the Iraqi Security Forces. In April, the Chief of Air Staff,
Sohail Aman, discussed air force training related issues with both his Saudi
counterpart Ahmed Alshaa’lan and Defence Minister Prince Muhammad
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bin Salman al-Saud during his visit to Royal Saudi Air Operations Centre.
In November, the Commander of the Royal Saudi Air Force, Saleh al-Otaibi,
visited Joint Staff Headquarters in Rawalpindi to discuss bilateral matters
relating to military cooperation with Rashad Mahmood, Chairman of
Pakistan’s Joint Chiefs of Staff Committee.
Doha and Islamabad inked two defence related dialogues: first, in June
when an important defence production agreement entitled Pakistan
Aeronautical Complex (PAC) to supply Super Mushshak Aircraft to the
Qatar Air Force; second, in October, when Mamnoon Hussain’s visit to Doha
reaffirmed interests of both sides in furthering defence cooperation.38
While Saudi Arabia ranks high on the defence cooperation parameter,
it is essential to study the other side of the defence equation, and highlight
what Islamabad offers to its Gulf neighbours. Almost fifty per cent of arms
and ammunition exports from the Pakistan Ordnance Factory (POF)—a unit
under Ministry of Defence Production—goes to the GCC countries.39 In 2016,
Saudi Arabia emerged as the largest importer of Pakistani arms and
ammunition,40 and there have been signs that the UAE could be the next
export destination for made-in-Pakistan weaponry.41
As 2015 was drawing to a close, Saudi Arabia floated the idea of an
inter-regional mechanism to combat terrorism, particularly the Islamic State
of Iraq and Syria (ISIS). The Saudi proposal to form a NATO-like military
alliance—called the Islamic Military Alliance (IMA)—attracted immense
global attention.42 The coalition included Egypt, UAE, Qatar, Malaysia,
Turkey, Pakistan, and several African nations. Iran, along with the two ISIS
front lines countries, Syria and Iraq, were excluded.43 The composition of
the alliance suggests that it is part of the Saudi doctrine aimed to build a
Sunni coalition for countering Iran-led Shia influence in the region. Reports
have re-confirmed that, at the end of the joint military exercise (including
21 Muslim nations) held in the northern part of the Kingdom in March 2016,
Saudi Arabia reasserted its ideas and designated Islamabad to chalk out
the framework.44 Since the inception of the idea in December 2015, the
reactions of Pakistani officials regarding their inclusion in the alliance
seemed to signal that they were not consulted before on this issue, and that
it was an impromptu decision made by the Saudis.45
Moreover, in January 2016, Foreign Affairs Advisor, Sartaj Aziz assured
the international community that, despite joining the Islamic military
alliance, Pakistan would refrain from direct military engagement in Saudi
Arabia or any other country.46 However, in April, it played its counterbalancing stroke and agreed to extend all possible help, including the
deployment of troops if the territorial integrity of Saudi Arabia came under
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threat.47 Thus, Islamabad’s reaction was slow and measured. Interestingly,
Saudi Arabia’s assumption of Pakistan’s blind support was not new, as
Riyadh had earlier also nominated it as part of its military alliances against
Yemen without prior consultation and consent, and hoisted its flag at the
alliance’s media centre.48 However, Pakistan’s refusal to side with Saudi
Arabia—in congruence with its policy of not deploying its troops outside
the country’s borders except for UN peacekeeping missions—created a rift
between the two Sunni allies.49 Riyadh’s decision to posit Islamabad at the
centre of the alliance cannot be discounted as a mere coincidence. Playing
the Pakistan card was indeed a calculative strategy to sideline Iran. With
former Army Chief, Raheel Sharif, becoming the face of the Iran-less
alliance,50 it would be interesting to gauge how the decision impacts
Islamabad’s relations with its Shia neighbour.
While the alliance may silence Western claims of the inaction of the
Muslim world regarding the problem of terrorism, in some quarters it is
believed that this coalition was labelled as a “new adventure” for Prince
Mohammed bin Salman in order to disperse attention from the failures of
the Yemen coalition.51 The action plan still remains ambiguous. Since the
Saudis are occupied in Yemen, there has been no significant development
on this front, and their counter-terrorism mark sheet still remains blank.

Economic Synergy
The trade equation between Pakistan and the Persian Gulf countries has
been uneven and skewed in favour of the latter. A basic assessment of the
situation can be done based on changes in balance of trade. Trade balance
improves owing to two circumstances: fall in imports or rise in exports, and
it is important to analyse which of the two factors lead to the change in
trade account. A comparison of trade balance in 2014–15 and 2015–16 (see
Table 13.2, Table 13.3 and Table 13.4) signals that while bilateral trade
remained largely unfavourable for Pakistan, it still managed to reduce its
trade deficit marginally with four countries: the UAE, Saudi Arabia, Oman,
and Kuwait. It registered a fall in imports from these four countries in 2014–
15 and 2015–16, accompanied by a drop in exports to first three. The fall in
imports was greater than the drop in exports, thereby indicating a slight
fall in overall deficit figures.
Nonetheless, imports continued to exceed the exports, and deficit
prevailed. The only country with which it raised its exports was Kuwait.
This led to a marginal deficit correction, but the rise in exports was not
enough to offset a trade deficit. Iraq was the only country which recorded
a trade surplus in both years. However, the quantum of surplus went
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downwards in 2015, registering a fall of 37 per cent in the surplus account
due to overall drop in bilateral trade—that is, export as well as imports.
The Pakistan-Bahrain trade equation shifted from the deficit to the
surplus category on account of a steep fall (75 per cent) in imports from
Bahrain, accompanied by a slight drop in exports (15 per cent) from Pakistan.
More detailed analysis reveals that Islamabad reduced its fuel imports from
Bahrain from US$ 80 million to US$ 7.78 million—a sharp fall of 90 per cent.
Since the drop in imports from Bahrain exceeded the drop in exports to
Bahrain, a surplus situation was achieved.52 With regard to Iran and Qatar,
its trade deficit rose on account of a steep rise in its imports. In the case of
Iran, there was a steep rise in imports of fuel which increased from US$ 58
million in 2014 to US$ 118 million in 2015.53 Similarly with Qatar, there was
sharp rise in fuel imports from US$ 0.8 million in 2014 to US$ 153 million
in 2015.54
Table 13.2: Pakistan’s Trade Composition (2014–15)
Country

Exports
(US$ million)
1.324

Imports
(US$ million)
7.077

Trade Balance 2014-15
(US$ million)
–5.753

Saudi Arabia

0.509

4.417

–3.907

Oman
Kuwait

0.185
0.097

1.133
2.954

–0.947
–2.856

Iran

0.043

0.185

–0.142

Qatar
Bahrain

0.074
0.082

0.180
0.111

–0.106
–0.029

Iraq

0.047

0.016

+0.030

UAE

Source: Adapted from World Bank, at http://wits.worldbank.org/

Table 13.3: Pakistan’s Trade Balance (2015–16)
Country
UAE
Saudi Arabia
Oman
Kuwait
Iran
Qatar
Bahrain
Iraq

Trade Balance
(US$ million)

Exports
(US$ million)

Imports
(US$ million)

–4,835
–2,575

0.899
0.431

5.734
3.006

–443

0.170

0.614

–1,612
–228

0.100
0.032

1.712
0.260

–255

0.063

0.319

+40
+19

0.069
0.031

0.028
0.011

Source: World Bank, at http://wits.worldbank.org/.
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Table 13.4: Pakistan’s Trade Balance with Persian Gulf nations
Country

Trade Balance 2014–15
Trade Balance 2015–16
(US$ million)
(US$ million)
UAE
–5.753
–4.835
Saudi Arabia
–3.907
–2.575
Oman
–0.947
–0.443
Kuwait
–2.856
–1.612
Iran
–0.142
–0.228
Qatar
–0.106
–0.255
Bahrain
–0.029
+0.040
Iraq
+0.030
+0.019
Source: Adapted from World Bank, at http://wits.worldbank.org/

In 2015, Pakistan’s top five import partners included the UAE (second)
and Saudi Arabia (third) from which it imported 13 per cent and six per
cent of their total annual imports respectively, while none of the Persian
Gulf nations were among the top five buyers of its domestically produced
goods.55 Thus, Pakistan’s dependence on the Persian Gulf nations becomes
evident in this unbalanced transactional relation.
Interestingly, the diplomatic coldness over the Yemen issue did not
impede economic engagement between the UAE and Pakistan which had
the maximum trade exchange in 2015.56 The spill-over effects of the political
impasse were not visible in trade which remained rather immune and
unaffected. Equally important is the nature of the dependence, as is reflected
clearly in Table 13.5 and Table 13.6. The trade profile of Persian Gulf
countries clearly signals that petroleum related products dominate the
export-side (Bahrain being the only exception) while rice dominates the
import-side of the trade equation (Iran being the only exception). Thus, the
Persian Gulf continued to cater to Pakistan’s energy needs and also offered
a market for its primary goods.
Table 13.5: Composition of Exports from the Persian Gulf to Pakistan
(2015) (in US$ million)
Country

Main Item of export

Value
Total Exports
(share in per cent)
to Pakistan
UAE
Crude Petroleum
2,900 (56)
5,380
Saudi Arabia
Refined Petroleum
1,460 (48)
3,010
Kuwait
Refined Petroleum
1,290 (79)
1,630
Oman
Refined Petroleum
458 (80)
575
Qatar
Petroleum Gas
152 (45)
340
Bahrain
Scrap Iron
7.8 (22)
36.4
Iran
Petroleum Gas
5.0 (21)
242
Iraq
Petroleum Gas
4.12 (19)
10.7
Source: Observatory of Economic Complexity, at http://atlas.media.mit.edu/en/visualize/
tree_map/hs92/export/irq/pak/show/2015/
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Figure 13.2: Imports from Persian Gulf to Pakistan (2015)

Source: Adapted from Observatory of Economic Complexity, MIT Media Lab. Massachusetts,
2015, at http://atlas.media.mit.edu/en/visualize/tree_map/hs92/export/irq/pak/
show/2015/

Table 13.6: Composition of Pakistani Exports to Persian Gulf (2015)
(in US$ million)
Country

Main Item of export

Value
(share in per cent)

Total Imports to
Pakistan

UAE
Saudi Arabia
Kuwait

Rice

135 (15)

899

Rice
Bovine Meat

85.6 (16)
39.8 (20)

551
201

Oman

Rice

116 (54)

215

Qatar
Bahrain

Rice
Rice

26 (27)
16.6 (17)

160
98.5

Iran

Paper

19.7 (61)

32.3

Iraq
Tents and Sails
7.27 (23)
31.3
Source: Observatory of Economic Complexity, at http://atlas.media.mit.edu/en/visualize/
tree_map/hs92/import/irq/pak/show/2015/

Labour Dynamics
The labour factor has traditionally been pivotal to Pakistan-Gulf relations,
and latter’s contribution in the form of remittances elevates it in Islamabad’s
strategic calculus. The Gulf region absorbs huge manpower from Pakistan,
and this labour migration culminates in a huge inflow of foreign exchange.
Saudi Arabia has traditionally been the largest source of remittance flows
and, in 2015 and 2016, retained its position, followed by the UAE and other
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Figure 13.3: Pakistani Exports to Persian Gulf (2015)

Source: Adapted from Observatory of Economic Complexity, MIT Media Lab. Massachusetts.
2015, at http://atlas.media.mit.edu/en/visualize/tree_map/hs92/import/irq/pak/
show/2015/

GCC nations.57 The trend is evident from Table 13.7 and Figure 13.1. The
statistics present a positive picture in quantitative terms as there has been
an increase in foreign remittances in 2015–16. According to the State Bank
of Pakistan estimates, the total remittance inflow showed an upward trend,
marginally increasing from US$ 15.23 billion in 2015 to US$ 16.04 billion in
2016 (see Table 13.7). More detailed statistics—as seen in Table 13.7—clearly
indicate an annual rise in remittance inflows from all GCC countries. Among
other GCC nations, Kuwait was the largest contributor of remittances in
2015—at US$ 617 million while Oman topped the chart in 2016 with US$
670 million (see Table 13.7).
Table 13.7: Annual Flow of Remittances to Pakistan (in US$ million)
Country

2015

2016

Saudi Arabia

4,565

4,837

UAE
Kuwait

3,409
617

3,549
621

Qatar

285

309

Oman
Bahrain

561
308

670
372

Total from GCC

9,745 (63.9 %)

10,358 (64.5 %)

Total
15,235
16,044
Source: Adapter from State Bank of Pakistan, http://www.sbp.org.pk/ecodata/
Homeremit.pdf.
Note: State Bank of Pakistan (SBP) report includes 2016 data from July 2016 to March 2017.
SBP does not give separate data for Iran and Iraq.
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Figure 13.4: Remittance inflow to Pakistan (in US$ million)

Source: Adapted from State Bank of Pakistan. Islamabad. 2016, at http://www.sbp.org.pk/
ecodata/Homeremit.pdf

The importance of remittances in the economy of Pakistan can be gauged
from the fact that it contributed 6.79 per cent to its total US$ 270.96 billion
GDP in 2014–15.58 While overall numbers (as stated above) reflect a rise in
remittances, the slump in crude oil prices worldwide during 2015–16 led to
internal economic contraction in oil-centric economies of the Persian Gulf.
This domestic disequilibrium also pushed down the demand for labour,
resulting in payment issues, massive layoffs, and contraction in volume of
remittances. A mid-year comparative analysis of remittance flow (see Table
13.8) demonstrates reduced remittance flows between July 2015 and July
2016, a period which registered a steep fall in crude oil prices.
Table 13.8: Mid-year Review of Remittances
Country

Remittances (July 2015)
Million US$

Remittances (July 2016)
Million US$

Saudi Arabia
UAE

474.42
367.51

378
293.72

Other GCC states

197.86

169.61

Source: PK Revenues, at http://www.pkrevenue.com/finance/workers-remittances-fallsharply-in-july-2016/

The case of the Saad construction company, which abandoned its
expatriate employees due to financial bankruptcy, had a negative multiplier
effect and discouraged many prospective immigrants to look towards the

Pakistan

235

Gulf for a better life.59 In August 2016, Syed Rashidi, Minister for Overseas
Pakistanis and Human Resource Development, paid a five-day visit to Saudi
Arabia to resolve salary and work-related issues facing Pakistani immigrants
in camps in Riyadh, Jeddah, Taif, etc.60 While the Saudi government was
ready to assist the stranded labour by arranging for a free return to their
home country, there was dual resistance to this plan: first, the immigrants
were hesitant to leave Saudi Arabia without monetary compensation since
it would worsen their financial condition and render them unemployed in
their home country; second, the return of the expatriates would burden the
domestic economy by adding to unemployment numbers. However, no
immediate solution could be found and, in September 2016, thousands of
unpaid workers were sent back.61 The employees were on a state contract
with the construction giant; but that did not stop the Saudi government from
deporting them without settling their arrears.
Of over eight million Pakistanis settled overseas, 3.9 million are based
in Arab countries along the Gulf, with the majority (2.1 million) concentrated
in Saudi Arabia.62 They have been earning their livelihood by working in
these countries. However, such incidents have cast a shadow upon the
reliability of these countries in recruiting Pakistani labour on a long term
basis. Lower visa applications for Gulf States are indicative of a negative
economic environment.63 Fluctuating oil prices have exposed the fragility
of the oil-centric economic system as well as the risk of overdependence on
such economies.

Retrospective View
An assessment of relations in 2015 and 2016 indicate that Pakistan-Persian
Gulf relations exhibited an over-all positive trajectory, with minor hiccups.
In 2015 and 2016, Riyadh stood highest on the radar of diplomacy and
defence cooperation, and Iraq scored the lowest on the diplomacy scorecard.
The UAE, Bahrain, Kuwait, and Qatar cultivated close economic relations
despite differences over Yemen, and the GCC’s foreign exchange
contribution to state coffers was significant. After the success of P5+1 and
the Iran nuclear deal, Islamabad also strengthened its connection with
Tehran, which had been stalled due to sanctions. In 2017, progress on the
Iran-Pakistan gas pipeline and Iran’s interest to get aboard CPEC would
remain relevant issues. However, history testifies that such economic
interests and gains are set aside whenever they cast a shadow over defence
and security concerns. Economic factors are less likely to affect Islamabad’s
foreign policy posturing as any loss in investment from the Persian Gulf
can be counterbalanced by Foreign Direct Investment (FDI) from China. An
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evaluation of defence diplomacy signalled that there was close cooperation
with the militaries of all the GCC states.
The lifting of international sanctions on Iran, the Saudi-led military
intervention in Yemen, the ensuing rift with the UAE, and the inclusion of
Pakistan in the Sunni Islamic Military Alliance were some testing moments
in the country’s Persian Gulf relationship. Certainly, the most interesting
and audacious foreign policy move was Pakistan’s neutral response to
Yemen. With its delicate balancing act and measured diplomacy, Islamabad
managed to retain its relationships with its next-door neighbour Iran as well
as its Sunni ally—Saudi Arabia. However, this gamble may prove costly in
the long term as the Saudi Arabia-led alliance is nowhere near victory in
Yemen, with media reports suggesting high casualties amongst the coalition
forces due to constant missile attacks by the Houthis. Thus, in the case of
Saudi failure in Yemen, Pakistan would have to share the blame for showing
a cold shoulder to Riyadh.

Conclusion
Historically, Pakistan had been an important factor in India’s relations with
the Middle East, especially towards the Gulf countries. This was as much
because of Pakistan’s ability to invoke pan-Islamic brotherhood as to India’s
own ineptitude at delinking its Middle East policy from Pakistan. Post-Cold
War geopolitical changes forced India not only to introduce economic
reforms but recalibrate its foreign policy, and gradually to de-hyphenate
Pakistan from its Gulf policy. With growing interdependence and economic
incentives, Pakistan no longer dominates India’s bilateral relations with
Persian Gulf countries. This has further started to move in a direction that
makes Pakistan isolated even from its traditional friends; moreover, due to
growing concerns about it sheltering wanted criminals and sponsoring
terrorism in South Asia, this isolation has been aggravated. Though India
does not have any direct interest in Gulf-Pakistan relations, growing
concerns about Pakistan’s sponsoring terror can adversely affect its relations
with the otherwise ‘brotherly’ Gulf countries.
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THE UNITED STATES
Md. Muddassir Quamar

Since the outbreak of popular uprising in the Arab world, commonly referred
to as the Arab Spring (December 2010), the US has been facing difficult policy
choices due to the fast changing internal and regional situations in the
Middle East. The Obama Administration (2009–17) took time to assess the
situation, and responded by gently nudging long-serving Arab rulers to
respect the people’s demands.1 Many in the region rued the US reluctance
to come to the rescue of close allies, such as Hosni Mubarak of Egypt.2 Two
factors were largely responsible for the hands-off response of the Obama
Administration: first, the administration was concerned about the US being
seen as overtly supportive of repressive regimes vis-à-vis a democratic
upsurge;3 secondly, the overbearing economic costs of external interventions
amidst economic sluggishness after the 2008 recession loomed large in the
perceptions of the Administration over the possibility of any interventions
in Egypt or Syria.4 President Obama was elected in November 2008 because
of his promises of economic recovery and withdrawal from Iraq and
Afghanistan; however, the Arab Spring and its fallouts made it difficult for
him to fulfil these commitments.
Despite the reluctance, the US could not completely keep away from
the regional crises. It was drawn back into Iraq due to the emergence of the
Islamic State in Iraq and Syria (ISIS). It intervened in Libya through NATO
and later regretted it, blaming the European countries of pushing it into an
avoidable war;5 it was also drawn into the Syrian theatre due to the spill
over effect from Iraq. It could not avoid the war in Yemen because of its
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commitment to fight Al-Qaeda and because of Saudi insistence on a military
confrontation with Houthis militias. But President Obama’s reluctance to
open another war front in Iran largely contributed to finding a negotiated
solution to the latter’s controversial nuclear programme. A deal—the Joint
Comprehensive Plan of Action (JCPOA)—was reached in July 2015, and has
been in force since January 2016.
The final two years of Obama administration had to endure difficult
policy choices in the Persian Gulf and the Middle East. They were marked
by waning American appetite for involvement in regional affairs.6 This
allowed regional (Iran) and extra-regional players (Russia and China) to
weigh in their options, and expand their involvement. 7 Hence, Iran
expanded its influence in Iraq, Syria, Yemen, while Russia—sensing an
opportunity—intervened in Syria on behalf of the Assad regime. China too
has been expanding its economic influence in the Persian Gulf and the
Middle East. The Trump Administration (which took office in January 2017)
has not signalled a clear direction in its Middle East policy, and has remained
unpredictable. It would be important to see if it chooses to continue with
the withdrawal symptoms shown by the Obama Administration or whether
it re-invigorates its involvement in regional affairs. Early signs show that it
might choose the latter.
This essay maps out US policy choices in the Gulf in the final two years
of the Obama Administration within the context of the changing regional
situation, and its impact on India’s engagements with the Gulf. The most
important aspects of this are the US policy towards Iran, declining American
appetite for involvement in regional affairs, and rising Saudi-Iranian tensions
and their impacts on India. Simultaneously, the essay also reflects on how
US foreign policy choices can affect India’s relations with the Persian Gulf
which it considers its ‘extended neighbourhood’ and where it has vital stakes
emanating from its energy security needs and considerable expatriate
population.

The US and the Persian Gulf
Since end of the Second World War, especially after the East of Suez policy
of Great Britain in 1968, the US has been significantly involved in the
geopolitics of the Persian Gulf and maintains good relations with all regional
countries—except Iran, with which it had a major fallout since the Islamic
revolution in 1979. The US also has considerable military presence in the
region, with bases in Bahrain, Qatar, Kuwait, and the UAE. The Fifth Fleet
of the US Navy is based in Bahrain; it also maintains small military
contingents in Oman, UAE, and Kuwait. Qatar’s Al-Udeid Airbase serves
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as the forward headquarters of CENTCOM, and was instrumental in the
US-led invasion of Iraq.8 Until 2003, the US had maintained a military base
in Saudi Arabia that was withdrawn due to increasing public resentment
against US military presence.9 However, both the countries continue to
maintain strong military ties.10 Saudi Arabia was instrumental in the
American ‘war on terror’ operations in Yemen in 2009–10 which were aimed
at eliminating the Al-Qaeda in the Arabian Peninsula (AQAP). The US also
has strong military ties with Oman where it had maintained an air base
until 2004. In addition, the US maintains a military presence in Iraq; this is
so despite the withdrawal of combat forces in 2011 and was due to the rise
of ISIS as well as growing threat perceptions. The US has redeployed nearly
5,000 forces in Iraq as of December 2016, a majority of whom are military
advisors and trainers.11
Though the US involvement in the region goes back to the Second World
War and the Cold War period, in recent times, the fallout of the invasion of
Iraq in March 2003 and the Arab Spring protests have been major causes
for continued US entanglement in regional politics. The rise of the ISIS has
been the most significant development that forced the Obama
Administration, determined to withdraw US forces from Iraq,12 to bring back
its forces. On top of it, the antagonistic relations with Tehran loomed large
in regional politics, and Iran’s controversial nuclear programme kept the
US preoccupied for over a decade. The US has also been significantly
involved in the ‘war on terror’ in Yemen. Ever since the Saudi-led forces
launched military operations in March 2015 to confront the rise of the Houthi
militias, it has provided air support, supplied equipment, and even deployed
a small contingent of special ground forces to support Saudi-led coalition
operations in Yemen.13 Thus, if one looks at US involvement in the Gulf in
2015–16, three issues come to the fore: the fight against ISIS, the Iranian
nuclear deal, and the ongoing conflict in Yemen.

Fighting the Islamic State
The two most important events responsible for the rise of ISIS have been
the US-led invasion of Iraq in 2003 and the outbreak of civil war in Syria in
2011. The US attack led to the collapse and breakdown of central authority
in Iraq, and fuelled sectarian civil strife.14 This eventually resulted in the
consolidation of Sunni insurgent groups into an umbrella organisation—
the Mujahideen Shura Council—in 2006, which later evolved into the Islamic
State of Iraq (ISI).15 After the 2011 protests and disturbances in Syria, the ISI
sensed an opportunity, and expanded its operations inside Syria. By midMarch 2013, it made significant territorial gains, and declared the formation
of the al-Dawlah al-Islamiyah fi al-Iraq wa al-Sham (the Islamic State in Iraq
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and the Levant (ISIL), also known as ISIS, or by the Arabic acronym Daesh)
that was eventually declared to be a global caliphate (al-Dawlah al-Islamiyah)
in June 2014 by its leader, Abu Bakr al-Baghdadi.16
The US has been involved in fighting the ISIS through a broad coalition
of regional and international forces. It has undertaken a number of combat
operations against the ISIS in Iraq and Syria since 2013.17 But largely, US
policy has focussed on capacity building and training for the Iraqi military
and the Kurdish fighters. According to official US sources, more than twothirds of the US forces in Iraq are involved in advisory and training roles
for the Iraqi Security Forces and the Kurdish Peshmerga forces; the rest are
involved in intelligence gathering and supporting roles.18 The two important
operations that have attracted most of American attention have been the
ongoing battle for retaking the cities of Mosul in Iraq (since October 2016)
and Raqqa in Syria (since November 2016) from ISIS control. Both cities have
served as operational and administrative headquarters for running the
Islamic State.
By late 2016, a coalition of Iraqi Security Forces, Kurdish Peshmerga,
and Iran-backed a Shia militia—the Popular Mobilisation Forces (PMF)
supported by the US and other international forces—made significant
advances to retake Mosul, and liberated several towns and villages from
the ISIS control.19 The progress, however, has been slow and blemished with
heavy casualties due to densely populated areas and the urban warfare
tactics used by the ISIS.20 The war in Iraq has caused huge civilian casualties
accentuating a humanitarian crisis, and has led to a massive displacement
of Iraqi civilians who have been forced to take refuge in neighbouring
countries, or seek asylum in Europe.21 Indeed, the flow of refugees from
Iraq and Syria has created a refugee crisis in Europe, leading to an increase
in larger anti-immigration sentiments in many European countries.22
Though the US has been committed to fighting the ISIS, it has not waged
a full-fledged ‘war on terror’ as it did against the Al-Qaeda in Afghanistan
in the aftermath of the 11 September 2001 attacks. It has been reluctance to
intervene in Syria even after the 2013 chemical attacks that the Administration
had previously termed as a ‘red line’. This has indicated that the US is averse
to waging another war in the Middle East. In other words, whilst committed
to fighting the ISIS, the Obama administration was wary of scaling up military
engagement in Iraq and Syria primarily due to economics cost as well as the
loss of personnel, both of which became major domestic debates.23 Under
these circumstances, Washington preferred to undertake minimalistic
responsibility, and argued that its regional and European allies should do
more to fight these wars, and not remain as “free-riders.”24
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The Iranian Nuclear Deal
One of the most important foreign policy achievements of the Obama
Administration has been the signing of the Iranian nuclear deal. The
negotiations on this issue began in 2006; it took almost a decade and several
rounds of negotiations to reach a deal that would ease nuclear-related
economic sanctions on Iran, and would curtail both its nuclear enrichment
activities as well as its uranium stockpile.25 Serious negotiations could begin
between Iran and the P5+1 (Five permanent members of the UNSC—US,
Russia, China, the UK and France—and Germany) only after the coming to
power of President Hasan Rouhani in Iran in 2013, and the Joint Plan of
Action (JPOA) was signed in November that year. Negotiations continued
over Iran fulfilling its commitments made in the JPOA and the lifting of
some sanctions, eventually leading to the signing of the final deal (JCPOA)
in July 2015.
The deal is important because it has created hopes for a peaceful solution
to the Iranian nuclear programme. However, it also has major geopolitical
implications. For one, it indicates a change in US policy towards Iran, and
paves the way for ending the near global isolation of Iran. On the other
hand, it has serious ramifications for regional politics, with the GCC
countries led by Saudi Arabia and the UAE as well as Israel becoming uneasy
over growing Iranian regional influence and its ambitions to eventually
secure a nuclear arsenal. Thus, the Gulf monarchies have upped the rhetoric
against Iran, and have accused Tehran of meddling in the internal affairs of
Arab countries such as Lebanon, Bahrain, Yemen, Iraq, and Syria. This has
created serious tensions as Iran has adopted a muscular policy to extend its
regional influence which is deeply resented by Saudi Arabia that has its own
ambitions. For its part, Israel sees Iran as the most potent security threat.26
Saudi Arabia, along with other GCC countries, is wary of the US shifting
its regional policy and accommodating Iranian regional ambitions.27 Though
they have been reassured that the nuclear deal only pertains to the Iranian
nuclear programme and does not indicate a major change in US policy, this
has been deeply resented by Saudi Arabia. The new Saudi leadership since
January 2015 has adopted a more aggressive stance in its foreign policy
projections.28 On the other hand, Israel has been wary of Iran eventually
acquiring nuclear weapons which can threaten its national more so security
because of Iranian support for the Palestinian cause. The Obama
Administration had reassured Israel of its commitments towards preventing
Iran from acquiring a nuclear arsenal as well as towards the security of the
Israeli state.29 The US and Israel also signed a defence aid agreement worth
US$ 38 billion for ten years in September 2016.
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The election of Donald Trump has raised concerns about the scrapping
of the Iranian nuclear deal by the US. Trump had spoken against the deal
during his campaign, and had pledged to scrap it if elected.30 However,
analysts have argued that it will be difficult for the US to unilaterally
withdraw from the deal as it is a multilateral deal, and has been approved
by the United Nations.31 Nevertheless, questions over the nuclear deal
remain and, as has been argued by Samuel Rajiv (in another essay in this
volume), domestic dynamics in the US as well as in Iran pose challenges to
its smooth implementation. Indeed, the signing of JCPOA has removed one
contentious issue, even if temporarily, from US foreign policy challenges.

The Yemen War
The situation in Yemen started to unravel with intensified protests in 2011
that gradually deteriorated into an armed conflict and the erosion of the
central authority. A deal brokered by the GCC, and backed by the UN and
the US led to the transition of power in February 2012. A UNSC backed as
well as a US and Saudi supported National Dialogue then ensued to
transform the political system, with a focus on finding a consensus for
political order and power sharing. After months of negotiations and
numerous conferences, the process culminated with an agreement in January
2014.32 However, the planned political transition failed due to differences
between stakeholders in the implementation of the agreement.33 One of the
major problems was the refusal of the Ansarullah, a Houthi militia, to agree
to the political process because it accused the government of Abdrabbuh
Mansur Hadi of scuttling the rights of the Zaidi Shias. The group then
launched an armed offensive, and eventually took over the capital Sana’a
in September 2014. He declared the dismissal of the Hadi government and
the formation of a new transition government led by the Houthi movement
in January 2015.34
In March 2015, Saudi Arabia along with a number of GCC and other
Arab countries launched a military operation to restore the Hadi government
and alter the advances made by the Houthi militia that they believe has
been supported by Iran.35 The Saudi-led coalition has, however, found it
difficult to seriously push back the Houthi gains. The mounting civilian
casualties and the worsening humanitarian crisis has earned the coalition
serious international criticism for accentuating the war in Yemen. In the
meanwhile, Former President Ali Abdullah Saleh has joined hands with the
Houthi movement, thus strengthening the fight against Yemeni forces. The
Houthis have been able to maintain their stronghold in north Yemen that
has traditionally been a Zaidi stronghold.
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Since the beginning of the Saudi-led military operation in March 2015,
the US has provided air support, intelligence inputs, and military equipment.
It supports a political resolution based on the UNSC resolution 2216 adopted
in April 2015 that calls for the restoration of the Hadi government. It also
imposes an arms embargo on the Houthi movement and demands that they
withdraw their militia from Sana’a and other cities.36 Nonetheless, US policy
has come under severe criticism for supporting a Saudi-led war that has
not achieved much ground success; indeed it has worsened the humanitarian
crisis in Yemen. According to a report by the Congressional Research Service,
“[d]uring the last year of the Obama Administration, US policy towards
the conflict in Yemen shifted toward a more nuanced approach after initially
emphasizing strong support for the Saudi-led coalition’s campaign and the
restoration of Hadi’s presidency.”37 Sensing a convoluted conflict, the Obama
Administration called for a political solution but did not completely abandon
support for the Saudi-led coalition’s operations because of the fear of Yemen
falling into Iranian influence as well as growing advances made by the
AQAP.

Changes in US Gulf Policy under President Obama
During the Cold War, oil and regional security were the main drivers of US
policy in the Gulf, with Saudi Arabia and Iran its ‘twin pillars’ to contain
Soviet influence in the Persian Gulf.38 The dynamics changed after the 1979
Islamic revolution which forced the US to adopt the policy of ‘dual
containment’ to counter both Iranian and Iraqi threats to its interests.39 With
the changed dynamics, Saudi Arabia emerged as the most important ally
for the US in the Gulf, and the relationship between the two countries
included strong business and defence ties. Saudi Arabia is one of the most
important markets for the US military industry, and Saudi businesses have
invested significantly in the US market. At the same time, oil continues to
be a major source for strong bilateral relations despite numerous divergences
cropping up in recent years, especially due to the shale gas revolution.40
The US policy in the Gulf underwent some changes under the Obama
Administration which was most importantly reflected in the scaling down
of the military intervention in Iraq, rapprochement with Iran, and tensions
with Saudi Arabia. In a nutshell, the US showed signs of fatigue and the
waning interests for involvement in regional affairs of the Gulf. This was
most clearly spelled out in an interview President Barack Obama gave to
The Atlantic towards the end of his term. When asked about his decision
not to intervene in Syria despite early warnings of chemical weapons being
the “red line”, President Obama said,
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The perception was that my credibility was at stake, that America’s
credibility was at stake. And so, for me to push the pause button at
that moment, I knew, would cost me politically. And the fact that I was
about to pull back from the immediate pressures and think through in
my own mind what was in America’s interest, not only with respect to
Syria but also with respect to our democracy, was as tough a decision
as I’ve made—and I believe ultimately it was the right decision to
make.41

On the issue of Saudi-Iran tensions, he observed,
The competition between the Saudis and the Iranians—which has
helped to feed proxy wars and chaos in Syria and Iraq and Yemen—
requires us to say to our friends as well as to the Iranians that they
need to find an effective way to share the neighbourhood and institute
some sort of cold peace.42

These statements were accompanied by significant actions on the ground:
the completion of military withdrawal from Iraq in December 2011; the
insistence on finding a negotiated settlement with Iran to resolve the
controversial nuclear programme; tensions with Saudi Arabia over inaction
on the fall of Hosni Mubarak (in Egypt); limited intervention in Syria; and
secondary involvement in Yemen. All these showed that the Obama
Administration was inclined towards scaling down its involvements in the
Gulf and Middle East.
These changes did not decisively alter the Gulf policy of the US and
indeed, it continues to remain the only security guarantor in the region which
is vital for global energy security. Thus, security in the Persian Gulf remains
a cornerstone of US policy, and Saudi Arabia as well as the other GCC
countries remains the most important US allies in maintaining this security.
Even though many have seen the Iranian nuclear deal as a rapprochement
between the US and Iran, with the potential for far reaching changes in
regional geopolitics and alliances,43 the election of Donald Trump has again
changed the dynamics. Though he has remained unpredictable so far,
President Trump has indicated that the US might go back to its pre-Obama
policy of strong relations with Saudi Arabia and Israel and pronounced
hostility towards Iran.

Implications for India
India has vital stakes in the Persian Gulf region because of energy security
and the safety of its large expatriate population. With the US being the sole
security provider and arbiter in regional affairs, Indian interests are
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intertwined with US policy. Indian interests and stakes would be affected
by any policy changes by the US, especially if it substantially scales down
its involvement or revamps its engagements. This had become a major issue
of discussion during the Obama presidency which had, as noted above,
indicated scaling down its involvement in the Middle East. However, things
are looking different with the new administration; but its contours would
depend on future developments and whether the new administration
chooses to continue with the Obama policy, or reverse it. Irrespective of its
direction, the US will remain the sole security guarantor in the Persian Gulf
for the foreseeable future. India will have to watch out for any major policy
shifts and changes.
The most important aspect of the US factor in India’s engagements with
the Persian Gulf is its relations with Iran. The Iran-US-India triangle has
been a centre of speculation for a long time and, on occasion, has caused
tension in Indo-Iranian relations. The US pressures have caused India to
take an antagonistic position regarding the Iranian nuclear programme,
including its voting pattern in the International Atomic Energy Agency
(IAEA) since 2005,44 and its virtual abandoning of the Iran-Pakistan-India
(IPI) gas pipeline.45 Furthermore, India had to considerably scale down its
oil purchases from Iran due to US and international sanctions on the Iranian
oil industry.46 This became a major issue in early 2015 when the negotiations
on Iranian nuclear deal were going on, and were in the concluding stages.
In March 2015, the US included three Indian petroleum companies—Oil and
Natural Gas Corporation (ONGC), Indian Oil Corporation (IOC), and Oil
India Ltd (OIL)—in the list of companies trading with Iranian oil companies,
and warned them of sanctions.47
The three firms were exploring for oil and gas in the Farsi offshore block
in Iran between November 2013 and December 2014, and had proposed to
invest US$ 5.5 billion after discovering 21.68 trillion cubic foot natural gas.
However, they failed to sign a contract with the Iranian government, possibly
due to US sanctions.48 As an impact of the pressure from the US, India
stopped importing oil from Iran for the month of March in 2015. This was
to “keep the fiscal-year figure in line with sanctions limits.”49 Despite the
temporary halt, the US continued to apply pressure on India. However, this
did not deter India’s plan to go ahead with the signing of the Chabahar
port development agreement in May 2015. New Delhi even expressed
readiness to fend off more US pressure. The US Ambassador to India,
Richard Verma, cautioned India against “rushing in” with further
investments, and went on to say, “there was need to maintain the
international solidarity that has brought this hard fought diplomatic victory,
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but we are not over the finish line yet.”50 Thus, the US factor was responsible
for the delay in signing the Chabahar deal.
Simultaneously, there were some concerns raised by some US lawmakers
as to what India “would do with money owed to Teheran in unpaid bills if
the deal fell.” The amount was estimated at US$ 8.8 billion since 2012 which
was meant for the purchase of crude oil.51 India faced difficulty in paying
US$ 6.5 billion to Iran for oil transactions, and the problem was aggravated
due to the reluctance of European banks to process the payments.52 Though
US pressure has eased with the signing of the nuclear deal, the payment
row with Iran has not yet been resolved. The issue was discussed during
Prime Minister Modi’s visit to Iran in May 2016 and the subsequent high
level engagements between the two countries. It has been suggested that
part of the payments would be made through investments in the Iranian
economy.53
Apart from Iran, India has remained largely immune to any changes in
the US policy regarding the Gulf, and has benefitted from the security and
stability ensured by the US military presence. In fact, countries like China
and India have often been dubbed as the beneficiaries of US military
presence since they can extend their business and economic interests in the
Gulf without having to align their strategic interests with those of the US.54
China has come in for more criticism; there has been a significant concern
in the US regarding Chinese economic forays in the region and its long term
implication for the US and its interests. India will have to be prudent and
alert regarding new developments and geopolitical games in the region, and
choose its steps carefully to protect its interests. The most important question
for India in the Gulf as far as the US factor is concerned would be to respond
to calls for greater engagement, especially in the wake of both waning US
involvement as well as growing Chinese incursions in the region.

Conclusion
Despite showing withdrawal symptoms under President Obama, the US
remains the pre-eminent power in the Persian Gulf. It is the only country
with a large military presence, strong security and defence alliances, and
considerable political influence in the region. By signing the nuclear deal
with Iran, and by maintaining minimal involvement in the Yemen war, the
Obama Administration showed inclinations towards a change in policy but
not a paradigm shift. In fact, the new Trump Administration has shown a
tendency of maintaining the existing arrangement of close alliance with
Saudi Arabia and other GCC countries to contain growing Iranian influence.
This would be easier said than done because of the forays of new powers—
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China and Russia—in the Gulf and the Middle East. For India, the situation
has been favourable so far, and it has benefitted because of the security
structure provided by the US. However, with the changing geopolitical
environment, it would have to weigh its options and choose a path that
would ensure the maintenance of peace and stability in the region.
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15
RUSSIA
Meena Singh Roy and Rajorshi Roy

Russia has been an active player in the Middle East, especially since its
September 2015 military intervention in Syria which signalled its reemergence as a key player in the geo-politics of the region. Its subsequent
diplomatic initiative to resolve the Syrian crisis, arguably, reflects the
recalibration of Kremlin’s policy towards a region from where it had largely
withdrawn since the beginning of the 1990s. This withdrawal had resulted
in Moscow focussing primarily on its detente with the West while preserving
its interests in its ‘near abroad’, and developing a new strategy towards the
Asia-Pacific. As such, a volatile region in its close proximity largely remained
on the periphery of its priorities. Notably, Russia’s linkages with the Middle
East go back to the Ottoman Empire, apart from the region being a major
theatre of Cold War rivalry.
In this light, Russia’s recent initiatives have seen it navigate a complex
web of regional and extra-regional interests. This is particularly relevant
given the perception of a disengaging US even though President Donald
Trump’s May 2017 visit to the region appears to have allayed that image. It
has, nevertheless, seen Moscow attempt to channel a solution to the Syrian
conundrum, deepen its cooperation with Iran, step up ties with Israel, Egypt
and Iraq, formulate a working relationship with the Gulf Cooperation
Countries (GCC), and restore ties with Turkey.1 The outcomes, interspersed
with the proverbial ebb and flow of ties, appear to be a work in progress.
This includes setting up de-conflicting zones in Syria, establishing
coordination with the US to tackle terrorism in light of American strikes on
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Syria’s chemical weapons, repairing ties with Turkey post the downing of
a SU-24 fighter jet, coordinating OPEC production cuts with Saudi Arabia,
and selling a stake in Rosneft to Qatar.
This essay examines various aspects of Russia’s engagement with the
Middle East during 2015–16, and the prospects of its ability to stay relevant
in the region. It argues that geo-politics, given Russia’s confrontation with
the West, and President Vladimir Putin’s effort to project Russia as an
assertive power in the region and beyond, appears to be a key driving force
in Moscow’s renewed engagement. However, a number of other strategic
calculations also seem to be at play. These include a broad mix of political,
security, and economic interests. Its political interests are driven by
promoting Moscow’s vision of “shaping a fair and sustainable world order.”
This has been identified as a priority in its foreign policy concept of 2016.
The Russian Federation’s foreign policy is aimed at creating a stable
and sustainable system of international relations based on the generally
accepted norms of international law and principles of equal rights,
mutual respect and non-interference in domestic affairs of States, so
as to ensure solid and equal security for each and every member of the
global community.2

More importantly, avoiding international isolation is a part of its political
interest to expand its relations with the countries in the Middle East. Its
economic interests are managing the impact of economic sanctions by
promoting its trade ties, protecting the interest of Russian energy companies,
finally, securing its strategic space in the region, and fighting radical Islamist
groups which pose a security threat back home.

Renewed Engagement
Since the end of the Cold War, Russian foreign policy has primarily oscillated
between the Atlanticists and the Eurasianists—that is, the outreach towards
the West and Eurasia, respectively.3 In this light, the priority accorded to
the Middle East, often referred to as part of Russia’s ‘near east’ (blizhnii
vostok), remained much lower in the pecking order.4 The 2008,5 2013,6 and
2016 foreign policy doctrines enumerated the need to
...make a meaningful contribution to stabilizing the situation in the
Middle East and North Africa, support collective efforts aimed at
neutralizing threats that emanate from international terrorist groups,
and promote political and diplomatic settlement of conflicts in regional
States.7
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A careful analysis reveals Russian footprints in the region being much below
the cherished goals. Therefore, its military intervention in Syria likely marks
a turning point in its engagement with the Middle East.
On Syria, Russia’s position was articulated in its 2016 foreign policy
concept, which noted that Moscow
...stands for a political settlement in the Syrian Arab Republic and the
possibility for the people of Syria to determine their future based on
the Geneva communiqué of 30 June 2012, statements by the
International Syria Support Group and relevant UN Security Council
resolutions.8

This policy faces many challenges due to the complex set of problems in
the Persian Gulf region, mainly the growing confrontation between Iran and
Saudi Arabia.
To further expand its relations with the countries in the Middle East
and North Africa, Russia has been making use of the ministerial meeting of
the Russian-Arab Cooperation Forum, and has continued its engagement
through the strategic dialogue with the Cooperation Council for the Arab
States of the Gulf. In addition, Moscow has taken full advantage of its
observer status in the Organisation of Islamic Cooperation (OIC) to promote
its cooperation with the larger Islamic world. In the last two years, Russia
continued to maintain good relations with Israel while supporting the
Palestinians. Explaining its stand on the Israel-Palestinian conflict, its foreign
policy concept noted,
As a permanent member of the UN Security Council and member of
the Middle East Quartet of international mediators, Russia will further
strive to achieve a comprehensive, fair and lasting resolution of the
Israel-Palestinian conflict in all its aspects consistent with international
law.9

Russia’s Middle East strategy encompasses five important elements.
First, it wants to re-establish its image as a decisive and assertive power to
reclaim its role and protect its core interests. Second, it does not welcome
regime change by military intervention, learning its lesson, particularly, after
the fall of Saddam Hussain and Muammar Qaddafi in Iraq and Libya
respectively that not only destabilised the region but had a negative impact
on Russia’s economic and strategic interests. As a result, Moscow came out
in support of the Assad regime in Syria to prevent its interests being
jeopardised by a change of regime. Third, during President Putin’s second
term (2012 onward), Moscow took full advantage of President Barrack
Obama’s policies to increase its footprint. This perception about US
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disengagement provided Russia the space for a greater acceptability of a
Russian role in the Middle East. Fourth, Moscow in this period of reengagement with the region pursued a much more pragmatic policy as
compared to its ideological pursuit of the past. Finally, Putin’s focus was
towards building ties with Middle Eastern countries to help manage Russia’s
isolation, pursue economic interests, develop ties with countries where it
has market advantages, cooperate in the areas of oil and gas, nuclear energy,
and gain access for Russian arms sales. To achieve these goals, Russia
enhanced its engagement with a host of countries, including Iran, UAE,
Saudi Arabia, Israel, Egypt, Algeria, Tunisia, Morocco and Jordan.
Moscow’s re-engagement with the Middle East can be examined by
analysing its four major drivers: geo-politics, Islamic State and terrorism,
economic partnership, and military footprint.

Geo-politics
In many ways, the genesis of this realignment appears to be Russia’s
confrontation with the West. This has compelled Moscow to overcome its
diplomatic isolation by attempting to re-establish itself as a pillar of global
diplomacy. The confrontation stems from its fundamental differences with
the US regarding Russia’s place and position in global affairs. It can be
argued that the Ukrainian crisis was the culmination of core differences
between Russia and the West over Moscow’s status as an equal partner. The
Western economic sanctions, the continuing NATO expansion eastwards,
and the installation of missile defences in Russia’s borderlands have
reinforced Kremlin’s suspicions about the US-led strategy to contain it in
its own neighbourhood.
These developments appear to have influenced Moscow’s attempts to
create a more representative world order that would safeguard its core
interests. This is particularly relevant, given the asymmetrical and unequal
competition between Russia and the West.10 As a result, strengthening ties
with countries that follow an independent policy has become a key pillar
of its foreign policy.11 Therefore, in numerous ways, the existing standoff is
about the need to preserve or establish a new world order depending upon
which side of the US-Russia divide one is on.
As such, Russia’s outreach to the Middle East can be seen through the
lens of the prevailing geo-political landscape that the Kremlin finds itself
in. By creating facts on the ground, Russia has been able to establish a
foothold in the regional landscape. Having done so, the resolution of the
Syrian conundrum will be a litmus test of its projected image of being an
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indispensable actor in resolving key conflicts. As mentioned earlier, here
Russia is exposed to many challenges. At one level, retaining Iran within
Moscow’s sphere of influence is extremely crucial; at other level, it is equally
important for Russia to have close cooperation with the GCC states to secure
its interest in the energy market and other economic factors. The growing
Iran-Russia cooperation does not auger well in the event of increasing SaudiIran confrontation. In fact, this undermines Moscow’s diplomatic effort to
settle the Syrian conundrum by making the Saudis less inclined to talk to
the Russians. Thus, the growing Shia-Sunni rift in the region, and Russia’s
close engagement with Tehran raises the risk for Kremlin to be viewed as
unfriendly towards the Sunni world, which Moscow cannot afford to
jeopardise given the fact that more than 15 million Russian Muslim
population is Sunni.
Since the beginning of the civil war in Syria and subsequent to Kremlin’s
military intervention, Russia has been depicted by the Salafi groups as the
new Crusader. The radical Sunni Islamists have called for Jihad against
Moscow. The downing of Russian aircraft in Egypt on 31 October 2015 was
one such example of retaliation by Islamists against Moscow’s air strikes in
Syria. Aware of these regional complexities, Moscow has carefully navigated
the Middle East by maintaining balanced engagement with all the regional
states. In January 2016, it offered to play the role of a mediator between
Iran and Saudi Arabia, but without much success due to lack of Saudi trust
as they view Russia as a close partner of Iran. Russia’s involvement in Libya
could be viewed as a return to that country to compensate its losses (fall of
Qaddafi resulted in losses amounting to some US$ 20 billion) in the past,
and create leverage of influence on the West. Moscow has substantially
increased its involvement in the Libyan civil war by having active
consultation with General Khalifa Haftar, a commander of main military
factions in the civil war, to supplying arms with help from Egypt. From the
Russian perspective, this gives it another geo-political lever to make it more
relevant in the region as compared to the West. By supporting General
Haftar, Moscow is also trying to create a pro-Russian group in the future
Libyan regime.
Moreover, despite its good relations with Israel, there is disconnect
between Russia’s aims in the Middle East and Israel’s objectives. Some senior
Israeli officials are of the view that Russia’s position on Iran and Hezbollah
and its support to Bashar al-Assad were in contrast to Israel’s positions.
They feel “Russia thinks and acts as a superpower, and as such it often
ignores Israeli interests when it doesn’t coincide with the Russian interest.”12
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Despite these differences, both Israel and Russia take their relations seriously.
After Russia’s military involvement in Syria, both governments have kept
communication channels open to avoid any kind of accidental confrontation.
Prime Minister Benjamin Netanyahu paid three visits to Russia during 2016.

The Islamic State and Terrorism
Terrorism and religious extremism emanating from the Middle East remain
a major cause of concern for Russia. It has been estimated that between 5,000
to 7,000 fighters from Russia and the post-Soviet countries had joined the
Islamic State of Syria and Iraq (ISIS).13 A number of extremist groups,
particularly in the Muslim dominated Northern Caucasus region, had
pledged allegiance to the ISIS. The April 2017 St. Petersburg bombing is, in
many ways, a reflection of the spread of radical ideology in Russia.14
Moreover, the danger of ISIS fighters returning home to carry out terror
strikes remains a distinct possibility.
In this light, approximately 12–15 per cent or about 16 to 20 million of
Russia’s population is Muslim.15 The Russian Federation comprises of several
predominantly Muslim republics, including Chechnya and Dagestan in the
North Caucasus to Tatarstan and Bashkortostan in the Volga River Basin.
Moreover, a large number of Central Asian migrants, who are predominantly
Muslim, reside in Russia. There exist many fault lines that range from
economic slowdown and inter-ethnic discords to lack of assimilation and
weakness of state structures that make several Russian regions fertile ground
for breeding ISIS ideology. According to a Russian expert, “Radical ideology
is spreading across Russia; and since [the] 1990s, terrorism is a constant
threat all over the country, particularly in the major cities.”16
Meanwhile, Russia also faces the risk of a spill over of terrorism and
instability from Central Asia and Afghanistan. The violent Islamic Movement
of Uzbekistan (IMU) has not only pledged allegiance to the ISIS but also
sought to regain a foothold in northern Afghanistan—an area that lies in
close proximity to Central Asia. Other organisations like the Hizb ut-Tahrir
remain active in the region. One cannot rule out the Central Asian radicals
in Syria and Iraq and their compatriots in the Af-Pak region coordinating
their militant activities against CARs. In fact, an ISIS map of 2014 highlights
the group’s plans to expand its territories in regions that were under the
historical Arab Caliphates from the seventh to the thirteenth centuries.17 The
post-Soviet space was part of those Caliphates. Therefore, given the
centrality of extremist ideology in these emerging scenarios, tackling the
ISIS at its source has been an important driver of Russia’s Middle East policy.
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In April 2015, Foreign Minister Sergei Lavrov noted that Russia is arming
Iraq and Syria to help them fight the Islamic State which poses a serious
threat to his own country.
[The] Islamic State is our main enemy at the moment. If only because
hundreds of Russian citizens, hundreds of Europeans, hundreds of
Americans fight alongside IS...they are already coming back...and to
enjoy themselves could stage vile acts at home.18

Russia’s main concern in Syria has been that the fall of the Assad regime
can result in spreading greater instability in the entire region and send radical
Islamists to Russia and Central Asia. Moscow’s military operations in Syria
are driven by two factors: first, to keep the Assad regime in power in order
to secure Russian strategic interests in Syria. It wants to retain its strategic
assets, mainly its presence in the Tartus naval base and the Khmeimim
airbase in Syria. Russian leadership wanted to prevent the repeat of Libya
and Iraq in Syria, as this could be inimical to its strategic interests. Second,
the spread of radical Islamists groups to Russia and Central Asia pose a
serious security threat, and hence the expanding influence of the ISIS and
terrorism are viewed as significant challenges by the Russian leadership.

Economic Partnerships
Since 2014, the Russian economy has faced the dual whammy of western
sanctions and lower oil prices that have exposed its inherent structural
deficiencies. As a result, economic growth shrunk in excess of 4.5 per cent
in 2015.19 More importantly, real disposable income has fallen by 12.3 per
cent, leading to an increase in poverty and unemployment levels.20 Several
regions, particularly the monotowns, suffer from unsustainable levels of
mounting debt. With protests breaking out in several parts of Russia, there
has emerged a perception that the social contract between the state and the
people—of promoting economic growth in lieu of political stability—could
unravel in the future. This can have an impact on the presidential elections
due in 2018. Consequently, seeking investments and newer markets that
can tide over the ongoing crisis appear to be a vital pillar of Russia’s Middle
East strategy. This involves a broad spectrum of military, hydrocarbon,
agriculture, and nuclear sectors.
In one of the biggest deals in the post-Soviet era, the Russian state
holding company Rosneftgaz signed a deal with the Qatar Investment
Authority (QIA) in December 2016 to sell 19.5 per cent stake (worth US$
11.37 billion) in Rosneft, considered as the crown jewel of the Russian
hydrocarbon sector.21 It represents one-fifth of Rosneft’s privatisation
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portfolio.22 In the past, QIA had bought a US$ 500 million stake in V.T.B
bank and a 25 per cent stake in St. Petersburg’s Pulkovo airport. 23
Meanwhile, in January 2017, it was reported that QIA is likely to sign a US$
2 billion deal with the Russian Direct Investment Fund to invest in Russia’s
new oil extraction projects.24 This assumes significance, given the compelling
rationale for Russia to invest in new oil fields since a majority of its existing
projects have crossed their peak production.
Equally important for Russia is Iran with whom it has signed a number
of economic deals during President Hassan Rouhani’s visit to Moscow in
March 2017.25 Highlighting their roadmap for cooperation in trade and
industry, the economic agreements covered diverse sectors ranging from
infrastructure development to information and communication technology,
oil and gas, agriculture, tourism, power generation, and a free trade zone
with the Eurasian Economic Union. It was pointed out that their bilateral
trade increased by a whopping 70 per cent in 2016.26
Despite Iran being a potential rival in the gas market, Moscow has
preferred cooperation to confrontation. This approach is rooted in the fact
that the authorities do not see Iran replacing Russia in the gas market in
the next decade. Moscow has been trying to buy some stakes in the energy
projects of Iran and, during the Baku Summit in August 2016, Putin and
Rouhani called for closer cooperation and management in the oil and gas
sphere, particularly for the joint development of the Caspian hydrocarbon
resources and shared use of the existing pipeline infrastructure. A plan to
supply natural via Azerbaijan to the northern provinces of Iran in exchange
gas for Iranian liquefied natural gas that Russia companies will receive in
the Persian Gulf was formulated.27 Despite Russian leadership’s support and
desire to promote its involvement in Iran’s gas sector, until March 2017 there
was not much progress on this.28
On the nuclear front, Russia has sought to build reactors in Iran, Jordan,
Turkey and Egypt.29 In the hydrocarbon sector, Russian companies have
invested in Iraq while Russia has sought to build the Turkish stream pipeline
that will transport gas to Europe via Turkey, thereby bypassing Ukraine and
substituting for the South stream pipeline blocked by Bulgaria. Russia has
also sought to coordinate OPEC production cuts with Saudi Arabia in the
hope of stabilising oil prices.
A close look at Russia’s economic partnership with the Middle East
during 2015–16 reflects a low level of trade as compared to that with OECD
and the EU. However, the region still holds great significance and, in some
cases, key importance for select Russian industries, including oil and gas,
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petrochemical, military industrial complex, space, and agriculture. In 2015,
Russia’s overall trade with the Middle East amounted to US$ 37 billion,
which is 7 per cent share in its overall trade of about US$ 526.5 billion.
Similarly, in 2016, Russia’s overall trade with the Middle East amounted to
US$ 28.6 billion, accounting for 6 per cent share in Russia’s overall trade
(approx. US$ 468 billion).30 Russia’s major trading partners have been OECD
and the EU (as is evident in Tables 15. 1 and 15. 2). In the Middle East, Turkey,
Israel, Egypt, Iran, Iraq, and the UAE have been its key trading partners.
Israel and the UAE import around 16 per cent of precious stones and metals
from Russia, and the Middle East is also a major importer of its grains. By
2016, Egypt, Israel, and Saudi Arabia were the largest importers of Russian
wheat, barley, and rye.31
More importantly, Russia’s trade with its major ally, Syria, declined from
US$ 312 million in 2015 to US$ 193 million in 2016. Similarly, Russia’s trade
with Saudi Arabia dropped to US$ 492 million in 2016 from US$ 926 million
in 2015. However, its trade saw an upward trend in case of Kuwait and
Oman. Surprisingly, Russia’s trade with Bahrain increased from US$ 12.193
million in 2015 to US$ 53.6 million in 2016 (Table 15.1).
Table 15.1: Russia’s Trade with Middle East in 2015 and 2016
(in US$ million)
Country

Exports
(2015)

Imports
(2015)

Total Trade
(2015)

Bahrain

4.32

7.87

12.193

47

6.6

53.6

Israel
Jordan

1,539
240.5

806
19

2,345
259.5

1,466
156.5

720
18

2,186
174.5

Iraq

1,807

0.12

1,807.12

917

0

917

Iran
Yemen

1,016
208

268
0.17

1,284
208.17

1,881
156

303
0.17

2,184
156.17

Qatar

13.7

24.5

38.2

17

34.5

51.5

Kuwait
Lebanon

406
632

0.083
8

406.08
640

480
528.5

0.12
11

480.12
539.5

1,081

164.5

1,245.5

971

273

1,208

104
771

2.5
155

106.5
926

118
351

2.5
141

120.5
492

UAE
Oman
Saudi Arabia
Palestine

Exports
(2016)

Imports
(2016)

Total Trade
(2016)

2.9

0.5

3.4

1.7

0.6

2.3

Syria
Turkey

307
19,287

5
4,059

312
23,346

182
13,582

11
2,161

193
15,743

Egypt

3,676

414

4,090

3,784

374

4,158

Source: Russia Federal Customs Service: Customs Statistics of Foreign Trade http://
stat.customs.ru/apex/f?p=201:7:1678029183890439::NO
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Table 15.2: Russia’s Trade with Other Regions (in US$ billion)
Region
CIS

Trade in 2015

Trade in 2016

66

57.27

OECD
EU

312
236

262.65
200

APEC

147

140

Germany
China

45
63.5

40.7
66

44

32

Netherlands

Source: Russia Federal Customs Service: Customs Statistics of Foreign Trade http://
stat.customs.ru/apex/f?p=201:7:1678029183890439::NO

Military Footprint
Increasing its military footprint has been one of the key features of Russia’s
engagement with the Middle East in 2015-16. Russia’s military intervention
in Syria, its first beyond its immediate neighbourhood since the end of the
Cold War—highlights the significant transformation of its armed forces. Not
only has it send a message of a mobile and reliable force but also helped
create facts on the ground, thereby helping establish a firm foothold in the
region. Riding the wave of its military modernisation programme, the
intervention has, arguably, also been a projection of the qualitative shift in
the capabilities of its military hardware to potential buyers. This has held it
in good stead in negotiating new weapons deals with the regional countries.
It is important to note that, in the past, Russia has been one of the largest
arms exporters in the world. More importantly, in the present context, the
arms manufacturing industry has a sound economic significance for the
sanctions-crippled Russian economy. The industry provides about 20 per
cent of all manufacturing jobs in the country, and employs around three
million people. Thus, to deal with its critical economic situation, President
Putin has ensured that the arms manufacturing industry is not only exportoriented but serves state defence orders, making it one of the drivers of the
Russian economy.32 According to the senior editor of Russia Direct, Alexey
Khlebnikov, Russia wants to restore its Soviet-era position in the arms
market, which drastically declined with the collapse of the USSR.33 Since
the Middle East has been a major arms importing region, Russia wants to
avail every opportunity to increase its share. A senior defence analyst, Ben
Moores, has said that the Middle East is the biggest regional market, offering
opportunities worth US$ 110 billion in the coming decade.34 Russia sold an
estimated US$ 14–15 billion worth of weapons globally in 2016. Africa
accounts for US$ 21 billion of outstanding contracts, with a vast majority
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signed with Algeria and Egypt.35 The Middle East accounted for 36 per cent
of Russia’s overall arms exports in 2015.36
While the politico-economic benefits of Russia’s arms transfers are well
documented, what is often ignored is the ‘rouble dividend’ that Russia earns
through exports. The additional income can cushion the economic crisis from
getting worse. Moreover, an accompanying benefit of the military operation
in Syria is that it allows Russia to test new weapons in conditions that are
far from ideal.37 It also tests the preparedness and ability of its personnel to
stage a campaign far from its periphery.
Since 2016, Russia has signed deals with Iran, apart from agreements
with Iraq, Egypt, Syria, and Algeria.38 The full resumption of the arms trade
with Iran became a key event of 2016. Moscow and Tehran finally managed
to put behind all the ill feeling over Russia’s previous decision of not
supplying S-300PMU-1 SAM systems, and Russia delivered four S-300PMU2 batteries worth US$ 1 billion. This was the first large arms delivery to
Iran after the signing of the nuclear agreement between Tehran and the six
international mediators. Speaking about the future of Russia-Iran military
cooperation, Alaeddin Boroujerdi, the Iranian Chairman for the Committee
for Foreign Policy and National Security, was quoted as stating, “The
cooperation between Russia and Iran carries on, our armed forces continue
to buy MI-17 helicopters from the Russian Federation, we also got the S300 from Russia.”39 There are more than 50 Russian-made helicopters in Iran
today, the most popular being the MI-17. Iran is also interested in Russia’s
Bastion mobile coastal defence missile system, equipped with supersonic
Yakhont anti-ship missiles—Russia’s latest S-400 Triumph anti-aircraft
missile system developed by Almaz-Antey—Russian fighter jets as well as
other arms and equipment.40 Both countries have been negotiating the
supply of a large number of weapons and hardware. During his visit to
Tehran in November 2016, the head of the defence and security committee
of the Russian upper house of parliament, Viktor Ozerov, confirmed
negotiations with Iran worth US$ 10 billion. He said that the negotiations
included T-90 tanks, artillery systems, and various aircraft. However, this
was not just a one time delivery; rather it was a number of deliveries over
the forthcoming years. It was clarified that until 2020, arms deliveries will
only be made with the consent of the UN Security Council.41
The other important country in the region for Russia has been Iraq.
Russia supplied four Su-25 attack aircraft, 10 Mi-28NE attack helicopters,
Mi-35 helicopters, and an unknown number of Panstir-S1 gun-missile AA
systems. Russia took full advantage of the American disengagement with
Egypt to increase its arms exports. The US suspended its military aid to
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Cairo for about two years after the 2013 military coup in that country. Under
these circumstances, the Egyptian regime wanted to modernise its military
arsenal by acquiring ammunition from Russia, and diversifying its military
supplies to ensure regime security. Cairo also got financial aid from the UAE
and Saudi Arabia, which allowed the Egyptian military regime to boost its
military acquisitions. Russia transferred three repaired Mi-8 helicopter units,
one S-300VM air defence system, and the R-32—a Project 12421 missile boat
armed with the Moskit anti-ship missile system—to Egypt.42
Algeria is one of the biggest customers of Russian arms—about 14 per
cent of its total export share. However, the bilateral agenda is rather modest.43
Algeria signed a contract for the new Su-32 (Su-34) tactical bomber, took
delivery of the first eight Su-30MKI (A) planes under a 2015 contract;
received three Mi-26T2 heavy helicopters; and an unknown number of
Panstir-S1 gun-missile AA systems. In fact, it became one of the largest
importers of Russian tanks in 2016, having taken delivery of approximately
100 T-90SA units.44 According to SIPRI estimates, Algeria has been the third
largest recipient of Russian Arms during 2007–16. Moscow has not been
very successful as an arms supplier to the UAE and Saudi Arabia, where
the US and other European powers have been the traditional suppliers.
However, Jordan bought four of the heavy Mi-26T2 helicopter models, and
Turkey placed an order for a single SBJ tactical bombers.45
A major theatre of Moscow’s military operation, Syria received a broad
range of ground weapons systems, and 10 upgraded Su-24M2 tactical
bombers. Due to the situation in the country, Syria has mainly received
ammunition and spare parts; but major arms have not been delivered since
2013.46 Some of the geo-political gains of the military intervention in Syria
by Russia are: firstly, a demonstration of Moscow’s capability to stand by
its ally Assad, and prevent regime change by force as had happened in case
of Libya and Iraq; second, it helped Russia come out of isolation to which
it was subjected after the annexation of Crimea and intervention in Eastern
Ukraine. By February 2016, it was becoming clear that, without support from
Russia, it would be difficult to find any solution to the Syrian crisis. Third,
this situation also helped Putin’s effort to re-establish Moscow’s image as a
great power and exhibit its military power; and four, Russia acquired a major
airbase in Hmeinim in Syria. The use of SAM-400’s gave Russia control of
a considerable amount of airspace in the Middle East region. In addition,
Moscow also expanded its naval facility in the Syrian part of Tartus adding
several floating docks and warehouses, thus making it a full-fledged naval
base protected by the SAM-300 anti-aircraft systems. Finally, Russian
intervention resulted in reinforcing its relations with Iran.
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Although Russian military intervention did strengthen the hands of
Assad regime with some success on the ground, but it is understandable
that Moscow does not have enough economic and military wherewithal to
bring Syria back under full control by force. Russian and other experts are
of the opinion that Moscow is overstretching its role which would be difficult
to sustain. In a recent article, Fyodor Lukyanov said that, for Russia, “The
risk of overstretching itself becomes more than just a risk. The intention to
compensate for the lack of capabilities with the determination to use military
force may be effective only to a certain extent”.47 In this context, Robert O.
Freedman acknowledged the gains of Russian intervention in Syria by
stating that,
...the decisive Russian military intervention in Syria has demonstrated,
at least so far, that far from being a quagmire, Russian military
intervention in Syria has had a major effect, strengthening both [the]
military and political position of the Assad regime.48

At the same time, he emphasised that it would not be possible for Moscow
to sustain its position because it does not have “financial position to sustain
being a superpower”, and that its success in Syria was made possible by
the failure of the US to take serious military action at an appropriate time.
Thus, Moscow is looking for a settlement through a national dialogue
between the regime and the opposition. This, in Moscow’s view, is the most
viable option in the current situation. However, Russia is looking for a
settlement favourable to its interests. This would include the territorial
integrity of Syria, protecting the existing government apparatus, and the
formation of a united anti-IS coalition. How the situation will unfold in Syria
in the future, is not very clear despite Assad regaining control of territories
from the ISIS. It is also not very clear how US-Russia cooperation will be
shaped under the Trump Administration.

Implications for India
A combination of political and economic complementarities at the regional
and global levels has enabled India and countries in the Middle East to
consolidate their age-old ties. India cannot but be affected by new
developments in the region. The ongoing political transformation in the
region as well as the realisation of India’s rise in stature as an emerging
regional power has necessitated a fresh look at this geo-strategically
important region.
India and Russia may have different goals to pursue based on their
national interests; but instability and growing extremism in the Middle East
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negatively impacts both India and Russia. Both countries want to mitigate
the negative impact of extremist groups like the Islamic State and Al-Qaeda.
New Delhi, Moscow, and Tehran are working very closely in developing
connectivity through the International North South Corridor (INSTC). 49

Conclusion
During 2015–16, Russia pursued a much more active engagement with the
Middle East and North African countries, thereby increasing its political and
military footprints. It was also able to transform its active role into actual
influence. However, it is important to note that, in many ways, this was
made possible due to the Obama Administration’s reluctance to play a more
active role in the region. This got reflected particularly in Syria, Egypt, Israel,
and Turkey. As a result, Syria, Iran, UAE, Saudi Arabia, Israel, Egypt, Algeria,
Tunisia, Morocco, and Jordan became the major vectors of Russia’s renewed
focus to enhance its diplomatic engagement. The regional perception about
Russia in the Middle East also changed because of its greater involvement
and active role in the Syrian Civil War in a situation where the US was
viewed to be withdrawing from the region. However, how far Russia’s
resurgence in the Middle East will go remains to be seen. Some Russian
experts, like Alexey Khlebnikov, are of the view that Moscow’s key goal in
the region is to counter-balance US influence without any desire to take over
their role. He has said, “Russian leadership clearly understands that the
country does not have the capacity to do so....”50
Russia’s long term engagement with the region is likely to be tested by
the perception of Moscow punching above its weight on the Middle Eastern
stage. This flows from the prevailing domestic economic crisis, and the lack
of global competitiveness of the Russian economy. Thus, the presence of
several competing regional and extra-regional interests will be a key test of
Russian diplomacy to stay relevant in the current geo-political minefield of
the Middle East.
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THE IRAN NUCLEAR DEAL
S. Samuel C. Rajiv

The Joint Comprehensive Plan of Action (JCPOA) of 14 July 2015 was
achieved after tortuous negotiations between Iran and the P5+1
interlocutors: China, France, Russia, the United Kingdom, the United States,
and Germany. The negotiations process began in 2006 in the aftermath of
the Iranian nuclear issue being referred to the United Nations Security
Council (UNSC) in February of that year. The protagonists met in Vienna,
Istanbul, Moscow, among other places, over the course of a decade.
The process gained traction after the coming to power of President
Hassan Rouhani in 2013. He was elected on the back of difficult economic
conditions facing Iran as a result of stringent multi-lateral (primarily the
UN) and unilateral (the US and European Union [EU]) sanctions. The UN
sanctions primarily related to travel bans and asset freezes of entities and
individuals associated with Iran’s nuclear programme while the US and EU
sanctions targeted Iran’s primary source of foreign exchange, its oil exports,
and cut off Iran’s links to the global financial system by denying access to
SWIFT. Nations importing Iranian oil (primarily China, India, Japan, South
Korea, and Turkey after July 2012 when the EU ban on import of Iranian oil
kicked in), had to severely curtail their quantities.
President Rouhani came to power promising to provide a government
of “prudence and moderation”. This was in contrast to the previous
government headed by Mahmoud Ahmadinejad (2005–13), which had
vitiated the low levels of political trust between Iran and its interlocutors
through belligerent rhetoric. Despite passing stringent sanction measures
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targeting Iran’s oil exports and threatening penalties for engaging in business
with the Central Bank of Iran (CBI), the Barack Obama administration’s ‘dual
track’ strategy held out the prospects of a negotiated settlement, if Iran was
willing to “constructively engage” with its interlocutors.
The Joint Plan of Action (JPOA) was eventually agreed on 24 November
2013. Iran agreed to a set of confidence building measures (CBMs) to assuage
the concerns of its interlocutors. These included measures like not enriching
uranium beyond 5 per cent and not making any additions to its nuclear
infrastructure at Natanz and Fordow, among others. The P5+1, on their part,
agreed not to impose any additional sanction measures, and to allow Iran
access to some portion of its money held in the bank accounts of oilimporting countries. The JPOA began to be implemented from January 2014.
It was extended twice (in July 2014 and November 2014) as the parties jostled
to come to an agreement on the final terms of the nuclear deal. During the
time period that the JPOA was in force (January 2014–July 2015), Iran was
able to access nearly US$ 12 billion of its oil money.1
The Lausanne Framework was agreed on 2 April 2015, after 14 rounds
of talks and 18 months of negotiations (in the aftermath of the JPOA) on
the finer aspects of the obligations and responsibilities that each side would
assume under the terms of a final deal. Contingent on an International
Atomic Energy Agency (IAEA)-verified implementation of certain key
nuclear-related steps, Iran’s interlocutors agreed to terminate/cease the
application of key sanctions measures. There was some contention as to the
sequencing of the steps each side would take in the immediate aftermath
of the Framework, namely, the link between the nature of sanctions relief
and Iran’s nuclear commitments. These, however, were eventually resolved
as the JCPOA was agreed upon.
This essay begins by highlighting some of the key features of the JCPOA,
and then focuses attention on the key challenges to the deal emanating from
domestic political dynamics in the US and Iran. The next section delineates
the regional dynamics after the signing of the JCPOA. The increased US
military support to its allies ranging from Israel to Saudi Arabia as well as
the publicized nature of the interactions involving Saudi Arabia and the UAE
with Israel are highlighted. The chapter closes with an examination of the
implications and consequences for India as a result of the developments in
the aftermath of the JCPOA.

The Key Features
The JCPOA began to be implemented from 16 January 2016 (Implementation
Day). This was after the IAEA verified Iran’s implementation of key nuclear-
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related measures, including being satisfied with its explanations regarding
the possible military dimensions (PMD) of its nuclear activities. These PMD
concerns were prominently flagged in the November 2011 report of the IAEA
Director General (DG) to the Board of Governors (BOG).2 Some of the key
nuclear-related measures that Iran agreed to as part of the JCPOA included
the reduction in its stockpile of uranium hexa fluoride (UF 6) (to 300
kilograms), reduction in the number of centrifuges (to 5060 IR-1 centrifuges
for 10 years), the calandria of the Arak reactor being made inoperable by
filling it with concrete, among other measures. 3 Iran had over 8,700
kilograms of UF6 and over 15,000 IR-1 centrifuges at Natanz, out of which
more than 9,000 were operating as of May 2015. Another 2,700 IR-1
centrifuges at Fordow were not in operation since the JPOA began to be
implemented. Iran’s commitments as part of the JCPOA were, therefore,
significant reductions in its nuclear infrastructure.
Iran began to provisionally implement the IAEA Additional Protocol
(AP) from Implementation Day. The AP is a key IAEA transparency measure
that Iran had stopped implementing voluntarily in February 2006 in the
immediate aftermath of its UNSC referral. It was implementing it
provisionally from December 2003 to February 2006. Iran would ratify the
AP eight years after ‘Adoption Day’, or when the IAEA reaches the ‘Broader
Conclusion’ that all of Iran’s nuclear activities are for peaceful purposes.
Adoption Day was 18 October 2015—90 days after the UNSC passed
Resolution 2231, endorsing the JCPOA. Eight years after Adoption Day
would be the JCPOA Transition Day while 10 years after Adoption Day
would be the Termination Day, when the provisions of the JCPOA would
no longer be valid. However, Iran would continue to be bound by some
key commitments for a period of 15 years which, among others, include
not engaging in R&D on uranium or plutonium metal machining, and not
enriching UF6 beyond 3.67 per cent.
These CBMs that Iran agreed to are significant given that the IAEA DG
in his quarterly reports to the BOG over the years had repeatedly flagged
the “lack of confidence” regarding the peaceful nature of Iran’s nuclear
programme. This was despite repeatedly acknowledging that all of Iran’s
nuclear material was accounted for. It is pertinent to note that Iran’s refusal
to implement the AP was among one of the key issues of contention with
its interlocutors and the IAEA in the preceding years. Iran held that the
provisions of its comprehensive safeguards agreement (CSA) with the IAEA
(which entered into force on 15 May 1974) were enough to address any
concerns emanating from its nuclear programme. The IAEA, on its part,
held that the AP was an essential tool to address concerns given Iran’s refusal
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to allow access to military sites like Parchin, where the IAEA contended
experiments involving nuclear material might have taken place.4
The transparency measures contained in the JCPOA are far more
stringent than those even required by the AP, or those currently being
implemented by other members of the Nuclear Non-Proliferation treaty
(NPT). The JCPOA, for instance, ensures the ‘long-term’ presence of IAEA
inspectors; daily access to IAEA inspectors to Natanz for 15 years (which,
incidentally, would be the only location for all of Iran’s nuclear-enrichment
related activities); the surveillance of centrifuge rotors for 20 years; the
surveillance of uranium ore concentrate production for 25 years, among
others. In the case of a dispute, the IAEA requests for access to facilities or
locations; a Joint Commission established pursuant to the JCPOA (made up
of representatives of the P5+1 and the EU Foreign Policy Chief, who would
look at the IAEA requests and come to a decision—with no quorum required
for the majority decision); and the entire process not taking more than three
weeks from the initial IAEA request.
In return for these nuclear-related commitments, the P5+1 agreed to
provide relief relating to sanctions that were imposed in response to Iran’s
nuclear concerns. All UNSC sanctions were terminated in the aftermath of
Resolution 2231. Restrictions on Iran’s oil exports were removed, as were
restrictions on the provision of insurance services on ships carrying Iranian
oil, restrictions on the quantum of foreign investments in Iran’s energy
infrastructure, among a host of other relief measures. Iran was also
reconnected to SWIFT from February 2016.

Challenges to JCPOA Implementation
Since January 2016, the JCPOA is being implemented smoothly, with the
IAEA certifying Iranian compliance.5 However, domestic constituencies in
the US and Iran opposed to the nuclear agreement have continued to vent
their opposition to the JCPOA.

Domestic Dynamics in the US
The most serious challenge to the JCPOA came with the inauguration of
Donald Trump’s Presidency in January 2017. Throughout his campaign,
Trump criticized the Iran nuclear agreement as a ‘bad deal’ that he would
repeal once he came to power.6 President Trump and his officials have
criticized Iran’s ballistic missile tests as being against the terms of the JCPOA.
In the immediate aftermath of Iran testing a ballistic missile on 29 January
2017, the Trump Administration imposed sanctions on 25 individuals and
entities connected to the ballistic missile programme as well as to the Iranian
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Revolutionary Guard Corps-Qods Force (IRGC-QF). The Trump
administration also announced that an inter-agency review of the nature of
the sanctions relief granted to Iran was being conducted, despite
acknowledging that Iran was keeping up with its JCPOA commitments.
Earlier, in September 2015, the US Senate had narrowly failed to pass a
disapproval resolution on the JCPOA, when backed by four Democratic
Senators, 54 Republican Senators failed to come up with the necessary 60
votes for such a resolution to be approved. The Republican-controlled US
Senate (54 as against 44 Democrats and two Independents) and the House
of Representatives (246 Republicans as against 187 Democrats) though are
considering bills that seek to further tighten the pressure on Iran. For
instance, the ‘No US Financing for Iran Act’ was passed in the House of
Representatives in a highly partisan vote (243–174) on 17 November 2016.
It has since been referred to the Senate Committee on Banking, Housing,
and Urban Affairs. The Act seeks to prevent US financial institutions from
financing the sale of American passenger planes to Iran.
However, despite such measures, Iranian airline companies are pursuing
mega deals with American aircraft manufacturers, like Boeing. Iran Air, for
instance, inked a deal for 80 passenger planes worth more than US$ 16 billion
with Boeing, just ahead of Trump’s inauguration in December 2016. Another
airline, Aseman, inked a US$ 3 billion deal in early April 2017 for 30 737
MAX aircraft, with deliveries set to begin in the 2019–22 timeframe.7 Boeing
is pursuing these deals with the full permission of the US government. Thus,
this does indicate that even if President Trump wants to pressurize Iran on
its ballistic missile and alleged terrorism-related activities among others, the
Administration might not be willing to take any negative action that would
harm the US economy and job prospects.
The Iran Sanctions Act (ISA) was renewed by the US Congress in
December 2016, with Iran alleging that the move was in violation of the
JCPOA. The ISA was an important part of the US sanctions architecture,
with critical legislations—like the 2010 Comprehensive Iran Sanctions and
Divestment Act (CISADA), for instance—threatening one or more ISA
sanctions for violating its provisions. Any business transactions with the
sanctioned entities prior to the JCPOA would have attracted CISADA
provisions which threatened ISA sanctions (like preventing access to US
EXIM Bank loans; the denial of US export licenses; a ban on US government
procurement contracts; among others) against entities investing above a
certain limit in Iran’s energy infrastructure. It was CISADA which, in fact,
extended the ISA from 2011 till 31 December 2016.
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The JCPOA provides relief from such CISADA sanctions provisions,
given that Iranian entities that were under nuclear-related sanctions on the
Commerce Department sanctions list have been de-listed. However, some
US Congressmen argued that it was essential to have an ‘active’ ISA in place
in case sanctions may have to be re-imposed on Iran for any future violations,
and that the sanctions architecture provided by the ISA would cater to the
so-called ‘snap back’ provision of the JCPOA.8 It is pertinent to note,
however, that the ‘snap-back’ of sanctions in the JCPOA specifically refers
to the re-imposition of UNSC sanctions and not of unilateral sanctions.9
President Trump’s Executive Order (late January 2017) banning citizens
from Iran (apart from Iraq, Libya, Somalia, Sudan, Syria, and Yemen) from
entering the US for a period of 90 days led to considerable criticism for
targeting Muslim-majority countries. Iranian Foreign Minister Javed Zarif
stated that President Trump’s ‘Muslim ban’ was a “great gift to extremists”.10
On its part, the Trump Administration insisted that these restrictions did
not constitute a ‘Muslim ban’ but were meant to implement the US Refugee
Admissions Programme (USRAP), and pointed out that the countries shortlisted were designated as “countries of concern” for travel purposes by the
Department of Homeland Security (DHS), and that Iran, Iraq, Sudan, and
Syria were designated by the preceding Obama Administration while Libya,
Somalia, and Sudan were added in 2016.
While the order was challenged in courts, in March 2017 the
Administration removed Iraq from the list, insisting that Iraq merited a
“different treatment” given the “close cooperative relationship” between the
US and Iraq, and the US commitment to combat the Islamic State in Iraq
and Syria (ISIS).11 On Iran, however, the Administration insisted that Tehran
did not cooperate with the US on counter-terrorism efforts, and highlighted
that it has been designated as a “state sponsor of terrorism” since 1984. It
further charged that Iran continues to support groups like the Al-Qaeda,
Hezbollah, and Hamas.12

Domestic Dynamics in Iran
On 13 October 2015, the Iranian Majlis passed a law allowing for the
implementation of the JCPOA, with 161 members voting in favour, 59
members voting against, and 13 abstentions.13 However, domestic opposition
in Iran to the JCPOA has continued due to a combination of ideological
factors, and the inability of the benefits accruing from the deal actually
impacting the economy which was not doing well on account of sanctions
pressure. Iran did gain access to over US$ 100 billion of its currency reserves
held in foreign banks in the aftermath of JCPOA Implementation Day.
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However, analysts noted that more than half of the money was owed to
debtors, like China.14
Iran’s oil exports reached pre-sanctions levels of 4 million barrels per
day (bpd) by October 2016.15 When the CBI’s second quarter figures for
2016/17 were released in January 2017, it was however, at about 3 per cent.16
While these were encouraging figures, given that Iran’s GDP was a negative
6 per cent when President Rouhani took over in August 2013, it was less
than the 4 per cent in the first quarter of 2016. Meanwhile, foreign
investments in Iran’s oil industry have not been forthcoming despite the
coming into being of new production contracts, the Iran Petroleum Contracts
(IPC), in August 2016. The IPC require a foreign company to tie up with a
domestic company to pursue oil exploration. Further, the time period within
which the foreign companies could recoup their investments was extended
to at least 20 years from the time-period of about five years for the earlier
‘buy-back’ model of contracts.
Reports in April 2017 indicate that the implementation of the IPC policy
is facing hurdles, and that the policy framework is being reviewed by the
Supreme National Security Council.17 Iran would have to overcome such
bottlenecks quickly as it is in need of massive investments to develop the
over 50 hydro-carbon fields and 18 exploration blocks.18 In remarks made
on 10 May 2017, the Deputy Head of the National Iranian Oil Company
(NIOC) stated that Iran was looking at more than US$ 80 billion of foreign
investments over the course of the next two years to develop its hydrocarbon resources.19
The Supreme Leader Ayatollah Ali Khamenei has on numerous
occasions reiterated that the Islamic Republic would continue its ideological
opposition to American policies in the region. In a letter to President Rouhani
on the occasion of the Implementation Day of the JCPOA in January 2016,
Khamenei warned the government not to ‘neglect’ the “treachery and [the
possible] breach of promise by arrogant states, the US in particular.”20 In
remarks made in early August 2016, Khamenei charged that “six months
have passed since the signing of the JCPOA, [but] no evident and tangible
effect has been seen with regard to the livelihood state of [the Iranian]
people.”21 When the US House of Representatives agreed to extend the ISA
in late November 2016 for another 10 years, Khamenei charged that the
move was against the JCPOA, and warned that the nuclear deal “must not
turn into leverage for [mounting] pressure on the Iranian nation and
country.”22
In his New Year’s message on March 21, 2017, Khamenei again reiterated
the need to develop the country’s “economy of resistance”, and declared
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the current year (2017–18) as the “Year of Economy of Resistance, Production
and Job Creation.”23 The “Economy of Resistance” focusing on indigenous
production and jobs has been regularly touted by the Supreme Leader as a
key remedy to overcome the challenges of sanctions that Iran faced in the
past decade. Declaring 2016–17 as the “Year of Economy of Resistance,
Practical Steps and Action”, Khamenei further criticized US military strikes
on the Syrian air base in April 2017 as an “aggression” and the “violation
of international law.”24 He also charged the Americans as being responsible
for ‘creating Daesh’, and for continuing to strengthen it.

Regional Dynamics
Iran’s regional rivals have been wary of the outcome of the nuclear
negotiations as they believed that a nuclear deal would aid the increase of
Iran’s geo-political stature. Further, they were also worried that the JCPOA
was the initial step that would eventually lead the US to accommodate
Iranian concerns and priorities across regional trouble spots like Yemen and
Syria. On its part, the Obama administration reassured its Gulf Cooperation
Council (GCC) allies that the JCPOA was only about addressing Iranian
nuclear concerns, and that there was no ‘grand bargain’ involved in the
nuclear negotiations. It further reiterated that the US would continue to
oppose Iran’s actions that it held to be destabilising across the region.
Acting true to its assurances to its allies, the Obama Administration
extended the “national emergency with respect to Iran” which was first
imposed in 1995, and extended annually ever since, even after the JCPOA.
While extending the designation on 13 January 2017, President Obama
insisted that,
...irrespective of the JCPOA ... certain actions and policies of the
Government of Iran continue to pose an unusual and extraordinary
threat to the national security, foreign policy, and economy of the United
States.25

Iran, along with Sudan and Syria, has continued to be designated as ‘state
sponsors of terrorism’ by the US State Department. 26 The Trump
Administration sanctioned the Tehran Prisons Organisation and its former
head in May 2017 for human rights abuses, the first such human rightsrelated designations since December 2014.27
While the Obama and the Trump Administrations have kept up such
pressure on Iran, another important effort has been to strengthen the military
capabilities of the America’s regional allies in order to assuage their concerns.
Israel and the US signed the terms of a new 10 year defence cooperation
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agreement, worth US$ 38 billion, in September 2016. At the signing ceremony
US National Security Advisor, Susan Rice highlighted that the Obama
Administration provided military aid worth US$ 24 billion to Israel since
2009.28 Israel became the first country to have the F-35 fighter aircraft, with
five in service of the Israeli Air Force as on April 2017.
The US military help to other regional allies like Saudi Arabia has also
been significant. The Obama Administration concluded arms sales
agreements worth over US$ 58 billion to Riyadh between 2009 and 2015. In
the aftermath of the JCPOA, some of the deals that the US concluded include
those relating to Black hawk helicopters, Patriot Advanced Capability-3
(PAC-3) missile defence systems, main battle tanks and surface combatant
ships.29 The US has also been assisting the Saudi-led military operation in
Yemen by refuelling aircraft, and supplying intelligence, among others,
against Iranian proxies. Rising civilian death tolls due to indiscriminate Saudi
bombings that began in March 2015 (on the cusp of the JCPOA), however,
made the Obama Administration to stop the transfer of nearly US$ 400
million worth of munitions in December 2016.30 As against this, reports noted
that the Trump Administration was looking to provide more intelligence
and surveillance support to ongoing and future Saudi military operations.31
In his presidential campaign, Donald Trump had vowed to put pressure
on Riyadh to appropriately compensate the US for its security support
which, according to him, ensured the survival of the Saudi regime. After
taking over as President, Saudi Defence Minister, Deputy Crown Prince
Mohammed bin Salman, was his first White House guest from the region.32
President Trump’s first overseas visit in May 2017 was also to Saudi Arabia,
and from then on to Israel, the Vatican, Brussels, for the NATO Summit and
the G-7 Summit in Sicily. Analysts noted that the Saudis were welcoming
President Trump, ignoring his past statements and his temperament with
an “eye on Iran.”33
An interesting aspect of the regional dynamics in the run-up to the
JCPOA and its aftermath has been the convergence of geo-political interests
between the Arab Gulf states and Israel. On numerous occasions, Prime
Minister Benjamin Netanyahu has highlighted the fact that Israel and the
Arab states were on the same side of the strategic divide with respect to
Iranian nuclear concerns. The former Saudi Ambassador to the US Anwar
Eshki, and his Israeli interlocutor Dore Gold held unprecedented five rounds
of talks focused on the Iran challenge since 2014.34 While Saudi Arabia
continues to be locked in a geo-political struggle for supremacy in regional
hotspots like Yemen and Syria with Iran, the Saudi King Salman, during
his first visit to the US in September 2015 in the aftermath of the JCPOA,
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welcomed the JCPOA. Israel, for its part, has continued to express scepticism
of the ability of the JCPOA to effectively counter Iranian nuclear concerns,
and has charged that the deal only postpones the inevitable nuclear arming
of Tehran.35
Apart from such interactions with Saudi Arabia, Israel has taken part
in multi-lateral military exercises featuring the air force of the United Arab
Emirates (UAE) in the US and Greece. Iniohos 2017 took place in Greece
during 27 March – 6 April, with the air forces of the US and Italy being the
other participants, apart from Israel and the UAE. Meanwhile, the Red Flag
exercises in the US took place in August 2016, featuring the air forces of
Israel, the UAE, Pakistan, and Spain. Such ‘above-the-radar ’ military
exercises involving countries with which Israel does not even have formal
diplomatic relations like the UAE is, indeed, a significant example of interest
alignment in the aftermath of the JCPOA.

Implications for India
As one of the biggest importers of Iranian oil, India was negatively affected
by the secondary sanctions measures targeting Iran’s oil exports. During
2009–16, India’s energy imports more than halved in terms of both value
and quantity (from over 14 per cent to less than 7 per cent).36 Since the
removal of restrictions in the aftermath of the JCPOA, India’s oil imports
registered a nearly 76 per cent increase in terms of value over the
corresponding period in the previous year. From April 2016–February 2017,
India’s oil imports from Iran stood at US$ 7.85 billion, as against US$ 4.46
billion during 2015–16.37 India’s oil minister Dharmendra Pradhan told the
Lok Sabha in November 2016 that Indian oil companies had paid about US$
3.5 billion to the NIOC, and that about US$ 2.5 billion was yet to be paid.38
India’s political engagement with Iran in the aftermath of the JCPOA
hit a high gear with Prime Minister Narendra Modi visiting Tehran in May
2016. An important trilateral agreement involving Afghanistan regarding
the development of the port of Chabahar was signed, and India agreed to
develop and operate five berths at Chabahar for a period of five years. A
railway line from Chabahar, whose construction India is funding would,
upon completion, eventually take Indian goods to Afghanistan as well. Oil
Minister Pradhan as well as External Affairs Minister Sushma Swaraj visited
Iran in April 2016, with Pradhan’s being the first visit by an Indian Oil
Minister in over nine years. Transport Minister Nitin Gadkari visited Iran
in May 2015, with discussions regarding Chabahar an important part of his
itinerary. Iranian Foreign Minister Javed Zarif came to India in August 2015,
in the immediate aftermath of the JCPOA.
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While such high-level interactions are essential to take the relationship
forward, the kidnapping of an Indian national and former naval officer
Kulbushan Jadhav from Chabahar in March 2016 added a new dimension
to the relationship. Pakistan has charged that Jadhav was engaged in
destabilizing activities in its restive Baluchistan province from his base in
Chabahar. India has rubbished the Pakistani allegations, has pointed to the
glaring inconsistencies in its narrative, and is currently locked in a legal battle
at the International Court of Justice to secure his release. Some reports
suggest that Jadhav was kidnapped by a Sunni extremist group owing
allegiance to the Al-Qaeda which had also targeted Iranian border guards
in the past.39
However, analysts have expressed surprise at the ‘silence’ of Iran in the
entire episode and its lack of investigative support.40 The MEA spokesperson
told reporters in April 2017 that Iran had not responded to India’s request
to carry out an investigation into the issue. Iranian analysts were cited as
stating that Tehran was uncomfortable with India’s growing security ties
with GCC countries, like the UAE.41 Crown Prince of Abu Dhabi Sheikh
Mohamed bin Zayed Al Nahyan was the Chief Guest at the Republic Day
parade in January 2017. Prime Minister Modi has also visited the UAE in
August 2015 as well as Saudi Arabia and Qatar in May and June 2016,
respectively. Such enhanced political interactions are an essential part of the
government’s ‘Act West’ policy in motion.42 To view India’s ties with these
important countries in India’s ‘proximate neighbourhood’ as a ‘zero-sum’
game is a gross misreading of India’s massive stakes in the region, animated
by energy imports and diaspora linkages.

Conclusion
No doubt India would be wary of the Trump Administration’s increasing
use of the sanctions card to punish Iran for issues like alleged human rights
violations and ballistic missile tests. While most analysts believe that the
administration would not unilaterally withdraw from the UNSC-recognised
JCPOA, increasing sanctions pressure from the US adds enormously to the
domestic political challenges of President Rouhani, who was re-elected in
May 2017. It also confirms the worst fears about US motives, as repeatedly
warned by Supreme Leader Khamenei. With Riyadh being the first stop of
his first ever overseas tour, followed by Israel, President Trump has clearly
advertised his regional strategic priorities. It remains to be seen if such
gestures from their superpower patron, along with the massive military
support highlighted earlier, would assuage America’s Middle Eastern allies
who are wary of an increase in Iran’s regional standing as a result of the
effective implementation of the JCPOA.
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Policy Options
MEI Team

1.

Avoid regional entanglement: India has friendly relations with all
countries along the Persian Gulf, and has strategic interests due to
energy security as well as the presence of over eight million expatriates.
Given the regional complexities, it will have to avoid taking sides and
eschew any suggestions of mediation or overt diplomatic outreach in
resolving regional issues. The raging civil wars in Iraq opened up new
avenues for engagement with the Kurdish regional government in the
North, but the situation in Yemen requires distancing from all groups.
At the regional level too, it should continue to engage with all sides
without antagonizing any of the countries, and without taking sides
in the flaring tensions.

2.

Admit regional rivalry for influence: In recent years, the tensions
between Iran and Saudi Arabia for regional influence hegemony—most
visibly played out in Bahrain, Yemen, and within the GCC—have
increased. While taking sides is not a sensible proposition, the Indian
government will have to recognise that its ability to pursue fruitful
bilateral relations will not only be compartmentalized but has to be
managed skilfully.

3.

Recognise sectarianism: A significant portion of violence and turmoil
in the wider Middle East is the result of sectarianism and the
unwillingness of various political groups to compromise on their
narrow sectarian agenda. Adopting a contrary position of denial will
be unsustainable.

4.

Face the ISIS challenge: Even though the ISIS menace seems on the
verge of collapse, it does not bring an end to the ideological problem
of Salafi-jihadism, and the terror that ensues. The Indians attracted
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towards the ISIS need to be managed, and even though the number is
small, a few dozen radicalized returnees can create havoc in the already
complex and fragile domestic communal situation.
5.

Managing the US: The new Trump Administration has given
indications of reviewing the scaled down engagements with the
Persian Gulf and the Middle East. India would have to be quick in
adapting to the changing circumstances, and avoid moral compass in
judging US actions in the region, including in dealing with Iran.

6.

Security Engagement: Without appearing to be intrusive, India should
expand its military and security contacts with the Gulf region. The
problems of sea piracy, the protection of sea lanes of communication,
and terrorism should motivate India to engage with the Arab countries
and Iran in furtherance of its interests.

7.

Strengthen trade: Except for Bahrain, UAE and Yemen, India has high
trade deficits with all the Persian Gulf countries. This imbalance is
primarily due to the skewed nature of India’s imports in favour oil
and gas. In countries like Iraq, Kuwait, Qatar, Saudi Arabia, and Yemen,
hydrocarbons account for more than 90 per cent of India’s imports.
India should capitalize on the diversification plans of countries.

8.

Enhance two-way investments: Though investments are its prime
agenda, the diplomatic outreach has not materialized due to
bureaucratic bottlenecks and unattractive opportunities. India will have
to ensure that investments are not entangled in domestic political and
legal traps through transparency, efficiency, and professionalism.

9.

Abandon the obsession with China and Pakistan: India needs to
recognise and follow the politico-economic engagement and presence
of China and Pakistan in the Persian Gulf; but it should avoid looking
at the region primarily through these two countries lest its policy
becomes reactive and counter-productive.

10.

Promote Persian Gulf studies: The importance of the Persian Gulf and
the wider Middle East is not reflected by the promotion of these areas
in the country. While only a handful of institutions have some interest
in the Persian Gulf, most think tanks are dominated by their obsession
with South Asia. This level of ignorance about a region of considerable
importance cannot be sustained for long.

11.

Evolve contingency plans: Domestic unrest in the region following
the outbreak of Arab Spring in 2011 forced India to organise the
evacuation of its expatriate community from Egypt, Libya, and Yemen.
The number of those brought home from these countries was
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significant but manageable. However, the number of Indian workers
in other Gulf countries are substantial (often more than half a million),
and thus, the government would do well to develop and put in place
a contingency plan which could become operational immediately, as
and when required.
12.

Arabization of the labour force: Oil-rich Arab countries are pursuing
the indigenization of their workforce. The process has been slow and
even uneven; but it poses a long-term threat to India. If India were to
continue to send expatriate workers to the region, it would have to
impart skills development and make its labour force competitive,
regarding both skills and wages.

13.

Use right nomenclature: There is a welcome trend in government
circles to describe the region as the Middle East rather than the archaic
West Asia. The Middle East is a term of self-identity for the region,
and employing other nomenclature is both a sign of unfamiliarity with
regional discourses and a sign of hegemony. One hopes that the same
applies to other historical expression—that is, Persian Gulf. Like other
geographic terms such as the Arabian Sea, the Indian Ocean, and the
South China Sea, the expression ‘Persian Gulf’ does not denote Iranian
ownership of the said waters, and there is no reason for India to settle
for a prefix-less ‘Gulf’ to describe the Persian Gulf.
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