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Republic of India

AMITABH MATTOO AND HAPPYMON JACOB

The Constitution of India gives the Union government in New Delhi virtu-
ally exclusive jurisdiction over foreign and defence policy. Prior to India’s
independence in August 1944, foreign relations and defence were man-
aged by the British colonial government. Indian political leaders played
virtually no direct role in the conceptualization, formulation, and conduct
of foreign policy. However, the Imperial Civil Service, which was bifurcated
into the Indian Administrative Service and the Indian Foreign Service
shortly after independence, provided a sense of continuity, especially in
terms of procedures, if not always in policy.

In practice, the central government has exercised strong control over In-
dia’s external relations since the Constitution came into force in 1g50. The
constituent states have, with some notable exceptions, played little role in
the formulation or implementation of the country’s foreign relations. How-
ever, this centralized control has begun to weaken over about the past de-
cade. A variety of factors are responsible, and this gentle erosion of central
authority, de facto if not de jure, is likely to continue in the future. This grad-
ual loosening of the centralized control over foreign relations, of course, is
not always a conscious or voluntary act by the Union government. By focus-
ing on the roles of the states, this chapter provides an understanding of
how federalism affects foreign relations in India by examining how the for-
mulation and practice of India’s foreign relations are changing.*

India is a union of twenty-eight states and seven centrally administered
Union Territories. It has a land area of 490,048 square miles (788,656
km?) and a coastline of more than 4,500 miles (7,200 km), with the Indian
Ocean to the south, the Arabian Sea to the west, and the Bay of Bengal to
the east. India borders Pakistan in the west; China, Nepal, and Bhutan in
the northeast; and Bangladesh and Myanmar in the east. It had a popula-
tion in 2006 of about 1,129,866,154 people, of whom %75% lived in rural
areas. It is the world’s seventh-largest country by geographical area and the
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second most populous country. With a gross domestic product (GDP) in
2006 of Us$806 billion and ¢DP per capita of Us$730,? it was the second
fastest growing large economy in the world. India’s labour force was esti-
mated to be 496 million. Around 9% of Indians are unemployed, while
25% are estimated to live below the poverty line. India’s literacy rate is
59.5 %, the male rate being 70% and the female rate 48 %. As reported in
the 2001 census, Hindus constitute 80.5% of the population, Muslims
13.4%, Christians 2.8 %, and Sikhs 1.9%. There are strong regional dispar-
ities among the states, particularly economically and educationally.

THE REGIONAL AND GLOBAL SETTINGS

India’s geopolitical status in the South Asia region is one of natural pre-
dominance. Its geography, economy, military power, and population make
it the most influential country in a region that is weighed down by inter-
state and intrastate conflicts, economic underdevelopment, and a colonial
legacy. India’s cultural predominance in the region also arises from the
fact that prior to independence, two of the subcontinent’s powerful na-
tions, Pakistan and Bangladesh, were part of British India. In many ways,
the extent of cultural affinity that India shares with the rest of the subconti-
nent (Pakistan, Bangladesh, and Nepal) is often greater than the cultural
affinity that the north Indian states share with those in the south of India.

The country has long-lasting conflicts with some of its neighbours. Most
significant among them is the one with Pakistan, involving more than fifty
years of clashes over Kashmir and other, smaller bilateral issues. India also
has bilateral irritants with Bangladesh, including the sharing of water re-
sources and illegal immigration from Bangladesh to India. There is limited
transborder migration within the region and little migration between Paki-
stan and India. Migrants (mostly illegal) come from Bangladesh into India,
and India has an open border with Nepal. India has also been a host to refu-
gees from Sri Lanka, Bhutan, Tibet, and Myanmar. Although cross-cutting
ethnic and religious affinities would suggest considerable movements of peo-
ple and transport linkages within the region, and even though these existed
before 1947 when the subcontinent was partitioned between India and Paki-
stan, the existing political realities have ensured that there is now limited
movement. There are traditional transportation routes in the South Asia re-
gion, but they are little used. The governments in the South Asia region are
now negotiating to open many of those traditional routes. Lack of such phys-
ical links among the countries of the South Asia region has ensured that
there is no unified economy in the region. Legal trade between India, Paki-
stan, and Bangladesh is much lower than its potential. Trade with Nepal is fa-
cilitated by open borders.
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There have been some common initiatives for regional cooperation. For
example, the Agreement on South Asian Free Trade Area (SAFTA) was
signed by all seven member states of the South Asian Association for Re-
gional Cooperation (sAARC) during the Twelfth saarRc Summit, held in Is-
lamabad in January 2004. The agreement came into force on 1 January
20006. Along with SAFTA, SAARC strives to bring about cooperation among
its members in the fields of agriculture, rural development, science and
technology, culture, health, population control, narcotics control, and an-
titerrorism. A free trade agreement between Sri Lanka and India has also
been signed to increase trade between the two countries. There are also
other cooperation initiatives. The Kunming initiative, for instance, envis-
ages integrating Yunan Province in China, Myanmar, India’s northeast,
Bangladesh, Bhutan, and Nepal into one unit of mutually benefiting com-
munication networks, trading links, and transportation arteries, along with
links to the outside world.

India has also been an active member of the Bay of Bengal Initiative for
Multi-Sectoral Technical and Economic Cooperation (BIMSTEC), a re-
gional organization involving Bangladesh, India, Myanmar, Sri Lanka,
Thailand, Bhutan, and Nepal that works toward greater regional coopera-
tion. It has endorsed a plan for a free trade pact by 201%. The three most
advanced countries of the area — India, Sri Lanka, and Thailand — are com-
mitted to trade liberalization by 2012. Further development of most of
these organizations and initiatives has been hampered by bilateral issues.

Like all South Asia states, India does not share its military powers with
any regional organizations, nor has India ever entered into a military alli-
ance with another country.

INDIA’S FOREIGN POLICY

Independent India’s foreign policymakers had to deal with a host of chal-
lenges: partition of the country and creation of a hostile Pakistan, extreme
poverty, military weakness, underdevelopment, backwardness in the core
sectors of industry, and simmering regional and religious tensions. India’s
policy toward its neighbours — especially in terms of defining its boundar-
ies — mimicked British colonial policy. New Delhi also pursued an indepen-
dent approach to foreign policy by choosing to remain nonaligned in the
rivalry between the Eastern and Western blocs during the early years of the
Cold War. A key characteristic, however, has been the centralization of for-
eign policy decisions as envisioned in India’s Constitution, with New Delhi
providing little space for states.

Jawaharlal Nehru, India’s first prime minister, was the most influential
thinker on foreign policy. Virtually single-handedly, he defined the main
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contours of India’s foreign policy in the first decades after Independence.
His control of foreign and defence policy played an important role in
strengthening the control of the Union government over the country’s for-
eign and defence policymaking. Nehruvian ideas had a lasting impact on the
country’s foreign policy. Nehru’s grand strategy rested on two pillars: self-
reliance and nonalignment. As India was a militarily and economically weak
state, he believed it was important to avoid entrapment in Cold War rivalries
while simultaneously becoming self-reliant internally. Nehru’s nonalignment
was, however, far from neutrality. India was active in the movement for disar-
mament, in decolonization, and in the campaign for more equitable interna-
tional economic development. Nehru sought to make Indian foreign policy
adopt the role almost of being the conscience of the world.

The limits of Nehruvian “idealism” were demonstrated by India’s mili-
tary defeat during the Sino-Indian war of 1962. Gradually, even while the
Nehruvian legacy survived in many other ways, the reality of power politics
injected itself into Indian policymaking. It was Nehru’s daughter, Indira
Gandhi, who became prime minister after Nehru’s death. She conducted
India’s first nuclear test in 1974, intervened in East Pakistan to help create
Bangladesh, and established a close relationship with the former Soviet
Union. It was not, however, until 1998 that realpolitik became the defining
feature of India’s foreign policy. The dominating influence of Nehru and
then Indira Gandhi meant that there was limited space for other leaders
and even less for individual states to intervene in foreign policy issues.

The watershed in India’s foreign policy came in May 1998, when — defy-
ing traditional assumptions, analytical predictions, and international opin-
ion — New Delhi conducted a series of nuclear-bomb tests. This was the
beginning of what has been widely described as a new phase of realism in
India’s foreign policy. This decision was, however, taken in secret by Prime
Minister Atal Behari Vajpayee and his closest advisers and without the
knowledge of even the Cabinet, let alone leaders from the states.

Despite this new phase, India’s fundamental foreign policy goals had not
changed very much. These objectives formed the bedrock of India’s en-
gagement with the outside world. It was primarily India’s search for secu-
rity and stability in South Asia and its quest to influence international
politics — beyond the immediate neighbourhood — through its growing
“hard” and “soft” power that formed the mainstay of New Delhi’s foreign
policy. Faced with the necessity of an accelerated and multifaceted engage-
ment with the outside world, India also sought to retain the autonomy to
make decisions on key issues of national interest without capitulating to in-
ternational pressure or being crushed by globalization. This was most strik-
ingly evident in India’s position in multilateral trade talks as well as in New
Delhi’s unwillingness to support the us-led war in Iraq or to let Indian sol-
diers be deployed there as part of the multinational force.
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THE CONSTITUTIONAL SETTING

The Constitution of India came into effect on 26 January 1950. Federal-
ism, secularism, popular sovereignty, fundamental rights, directive princi-
ples of state policy (guidelines in the Constitution to the government of
the day on certain things to do and achieve that are, nonetheless, not en-
forceable), judicial independence, and a cabinet form of government are
the basic principles enshrined in the Constitution. Even though federalism
is one of the basic features of the Constitution, the word “federalism” is not
mentioned in the document. Article 1(1) of the Constitution calls the
country “a union of states.” Each of India’s twenty-eight constituent states
has its own legislature (some of them have both upper and lower houses),
executive, and judiciary. India’s Parliament has two houses: Lok Sabha
(lower house) and Rajya Sabha (upper house, or council of states). Be-
cause the upper house consists of the representatives of the states and the
Union Territories, besides those nominated by the president of India,
states can influence legislative proceedings on foreign and defence policy
by raising and discussing such issues.

That the Union government has ultimate authority over the foreign rela-
tions of the country is evident from the fact that even if a majority of states,
theoretically speaking, oppose a particular foreign policy, the Union gov-
ernment is not constitutionally bound to take this opposition into account.

The states have policing powers within their own territory and do not
possess anything akin to an organized military apart from the state police,
whose senior officers are selected, trained, and called to its service by the
central government. Although Parliament has the authority to make deci-
sions regarding foreign and defence policy, in practice the Union Cabinet
makes the actual decisions. Parliament can discuss these decisions, review
them, and vote against them. If the decisions of the Cabinet were over-
turned not only would they be reversed but, because of the conventions of
parliamentary government, the government would fall. This never hap-
pens because the central Cabinet enjoys the support of the majority in Par-
liament. Parliament also has various committees on foreign and defence
policy, but their powers are merely recommendatory and not enforceable.
Such committees are comprised of members from both houses, although
the majority are from the lower house. The permanent civil service in the
foreign office is drawn from the Indian Foreign Service (1¥s). Its officials
are specially recruited through a federally appointed body, the Union Pub-
lic Service Commission (UPsc), and their cadre management is with the
central government.

On balance, India has a strong central government.3 The centralizing fea-
tures of the Constitution are evident from the following powers of the Union
government: it has major taxation powers; it has the power to reorganize the
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states through an act of Parliament, a power it has exercised in the past; state
governors, who are appointed by the central government, have the power to
delay consent to legislation passed by a state legislature; state governors can
play a role in the formation of state governments, and the central govern-
ment is vested with the power to dismiss state governments by virtue of
Article §56;* and Parliament can override legislation passed by the states,
citing national interests.

Legislative powers under the Constitution are divided into three lists un-
der Article 246 of its seventh schedule, namely the Union list, the state list,
and the concurrent list. Only the central government has the authority to
pass legislation on items listed under the Union list. State governments
make laws on items listed under the state list. The concurrent list contains
items on which both the state and Union governments can enact legisla-
tion. However, in the event of a conflict between a state and the centre on
any item under the concurrent list, the writ of the central government pre-
vails. The central government, not the state governments, holds the residu-
ary power. The following powers are all unambiguously part of the Union
list and thus outside the jurisdiction of state governments: defence of In-
dia; matters regarding naval, military, and air forces and other forces of the
country; deployment of any armed force of the country in any state as an
aid to civil power; delimitation of cantonment areas; foreign affairs and all
matters that bring India into relation with any foreign power; diplomatic,
consular, and trade representation; the United Nations; participation in in-
ternational conferences, associations, and other bodies and implementing
decisions made thereof; entry into treaties and agreements with foreign
countries; implementation of treaties, agreements, and conventions with
foreign countries; war and peace; foreign jurisdiction; extradition and ad-
mission, immigration and expulsion, passports and visas; and foreign
loans. As regards trade and commerce, not only international trade but
even interstate trade are the subject matter of the Union government.
Treaties with foreign governments can be concluded only by the Union
government, and more important, it does not need to have the treaties rat-
ified by Parliament. Parliament may discuss any treaty or agreement en-
tered into by the executive but may not affect its finality or enforceability.
The Constitution, then, gives the central government in New Delhi virtu-
ally exclusive jurisdiction over foreign and defence policy. The states have,
with some notable exceptions, played little role in formulating or imple-
menting the country’s foreign relations.

The Indian government’s order of business, in allocating functions to
each ministry, invariably contains the rider that anything to do with interna-
tional relations and foreign affairs is not to be dealt with by the concerned
ministry but by the central Ministry of External Affairs. As regards the bu-
reaucracy, whether working in the central government or in governments of
the various states, its members are forbidden to interact with any multilateral
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or bilateral agency without the formal knowledge and consent of the con-
cerned agency of the central government. In fact, even for private compa-
nies, the maximum extent of foreign direct investment (¥p1) and the degree
of foreign ownership permissible in different categories of private compa-
nies are limited by laws of the Union government.

CENTRE VERSUS STATES

Despite a strong central government, the relationship between India’s
states and the central government has been an evolving one. This process
of evolution has gone through various phases of cooperation and confron-
tation. The period until the late 1960s was characterized by extreme cen-
tralization. It was in 1967, three years after the death of Jawaharlal Nehru,
that one-party rule in India started breaking down. The rise of regional
parties in the 1970s and 198os led to demands for the transfer of more
powers to the states. The Union government relented by appointing the
Sarkaria Commission to review centre-state relations in 1983.

The rise of regional parties to power at the centre had to wait until the
general elections of 1989, which saw the establishment of the National
Front coalition government led by Vishwanath Pratap Singh. Singh set up
the long-awaited Inter-State Council in 1990, a forum for which provision
had already been made in the Constitution. Even the Congress govern-
ment that succeeded the National Front government had to depend on re-
gional parties to gain and remain in power. This became a regular feature
after the formation of the United Front government in 1996. In other
words, ever since the 1989 general elections, no single party has won a ma-
jority in Parliament. Whereas in the 1989 election, 27 regional parties
gained seats, 49 did so in the 1991 election. Many of these small parties’
agendas are limited to highlighting only state-specific issues.

The demand for decentralization by the states is further augmented by
two factors that play themselves out in the Indian political arena: the move-
ment for local governance (through panchayati raj5 and urban local bodies,
namely municipalities) and demands for further reorganization of India’s
states. The movement for local governance is enshrined in the 7grd and
74th Amendments to the Constitution, which were passed by Parliament in
1992. These call for further decentralization of state power to local elected
bodies, although this provision is not implemented by many Indian states.
The movement for further reorganization of states based on regional iden-
tities has already seen results in the recent creation of an additional three
states. All these factors appear to have strengthened regional forces asking
for more and more decentralization of political power and resources. Al-
though this renegotiation of centre-state relations had no direct implication
for foreign relations, it did pave the way for the new assertiveness that the
Indian states are showing today vis-a-vis the country’s foreign policymaking.
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INTERGOVERNMENTAL RELATIONS
IN FOREIGN AFFAIRS

The centralized control of foreign and defence policy long exercised by
the Union government has begun to weaken over the past decade or so.
There are four interrelated reasons for this growing influence of constitu-
ent units on foreign relations. First, the special constitutional status given
to some states (as in the case of Jammu and Kashmir) may give the states’
political leadership a voice in the country’s foreign policymaking. Second,
the political weight of a leader of a particular state can also influence for-
eign policymaking, albeit in an informal manner. Third, coalition govern-
ments at the centre have provided space for state governments and leaders
to exercise greater say on foreign policy issues because coalition Union
governments are formed by regional parties, many of which are based ex-
clusively in one state. Finally, although the Constitution has not undergone
change, the forces of globalization have created new practices and possibil-
ities that have already given the states a greater role and will continue to do
so in the future. This is especially evident in the case of foreign economic
policymaking. Many international financial agencies and institutions, for
instance, are negotiating directly with the state governments in India.

These trends suggest that this gradual erosion of central authority, de
Jacto if not de jure, is likely to continue over the next decade. The loosening
of centralized control of foreign policy is not a conscious or voluntary act
by the Union government but a result of the convergence of a number of
factors. However, it is necessary here to point out that (1) the central gov-
ernment is not constitutionally bound to consult states on matters of for-
eign policy, (2) the states do not have any place in foreign policymaking
meetings or during negotiations of international treaties and other agree-
ments, and (g) there is not yet any formal structure to consult states on
matters of foreign and defence policy. If any state has a concern in this re-
gard, it is usually taken up at the highest political level (the chief minister
conveying it to the prime minister). No bureaucratic mechanism exists to
channel any such concerns. Rarely are any meetings called even at the po-
litical level to discuss foreign policy matters with states. The exceptions are
when the prime minister meets with the chief ministers of states to discuss
their concerns regarding foreign economic policies. States do not have of-
fices or representatives abroad to pursue foreign policy, economic policy,
or even cultural policy. Foreign missions setting up consulates in various
parts of India need to liaise with and obtain clearance from the Union gov-
ernment, not from the state governments. It is for the central government
to interact with state governments in this regard.

As the Constitution is clear about the centralized control of foreign and
defence policymaking, it is necessary to look for evidence outside the
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constitutional framework to see whether the states have been able to influ-
ence such decisions through extraconstitutional means and practices. The
following sections look at how globalization and coalition politics have af-
fected the making of India’s foreign economic policy and how border
states and the political weight of state leaders have affected India’s foreign
and security policy.

DOMESTIC AND INTERNATIONAL MANIFESTATIONS
OF CONSTITUENT DIPLOMACY

The 199o0s were of great importance for centre-state relations in foreign
policy. The ninth general election to Parliament saw a coalition govern-
ment come to power, with regional parties, some even single-state parties,
playing decisive roles in forming and running the government in New
Delhi. This meant political decentralization. The years that followed also
witnessed an unprecedented phase of liberalization leading to the opening
up of the Indian economy. India’s experiment with globalization and priva-
tization meant the gradual abolition of the autarkic “permitlicence raj,”
characterized by bureaucratic red tape, that had been typical of the Indian
economy since independence. This translated into economic decentraliza-
tion. As Lloyd I. Rudolph and Susanne Hobber Rudolph point out, “eco-
nomic liberalization, the dismantling of the ‘permitlicense raj’ and an
increasing reliance on markets, proved to be an enabling factor for the
emergence of the federal market economy.”® The coming together of
these two factors forced a redefinition of centre-state relations in an un-
precedented manner. The earlier decades had been characterized by
constitutional rigidity, whereas the new era ushered in creative and accom-
modative federalism. In short, economic liberalization and coalition poli-
tics in the country provided the space for the states to confidently
participate in the nation’s foreign economic policymaking, which earlier
had been the exclusive role of the central government.

The states’ new role in foreign economic policymaking is demonstrated
by the fact that many international financial agencies and institutions, for
instance, are directly negotiating with state governments. Independent dis-
cussions and negotiations are held between international agencies and or-
ganizations — such as the World Bank, the Asian Development Bank,
UNICEF, and the United Nations Development Program (UNDP) — and the
various state governments, even though the state governments require per-
mission from the centre to conclude agreements reached in this fashion. If
these organizations wish to approach the various state governments, they
must do so through the Ministry of External Affairs and the Department of
Economic Affairs of the Ministry of Finance. However, if the states approach
them, they can do so independently, but a memorandum of understanding
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(Mou) would require the approval of the Union government. This means
that the central government does have the wherewithal to control such ne-
gotiations if it wants to do so.

However, on many occasions, the central government is constrained
from controlling such activities due to the compulsions of coalition poli-
tics. The states of Andhra Pradesh and Maharashtra, among others, have
World Trade Organization (wTo) departments to deal with wro-related is-
sues, and their functioning has been rated innovative. With the southern
Indian states becoming the hubs of software development and focal points
for foreign investment, the Union government has to consider their policy
preferences in making foreign economic policy. Moreover, with the com-
petition for FDI increasing among the states, top state officials often travel
abroad to negotiate terms and conditions for such investment with the or-
ganizations concerned. Antiglobalization movements in various parts of
the country too have exhibited the power to influence the terms and con-
ditions of investment and production in particular regions.

Political and economic structural changes have led the states to become
increasingly involved in the world economy. State officials have signed a
range of agreements with foreign economic institutions for purposes of col-
laboration and financial borrowing. There have been visits abroad by state
leaders as well as visits of influential political and corporate leaders such as
Bill Clinton, Bill Gates, George W. Bush, Yoshiro Mori, and Li Peng to vari-
ous state capitals. No longer can the central government’s prerogative or
acts of favoritism determine the destination of ¥p1. Not only do the states
understand that the central government is no longer an all-powerful entity
that can bail them out of any financial problems, but they also understand
that they need to compete with each other to get investment if they are to
survive in the era of economic globalization. State representatives under-
take missions abroad to advertise to the world that attractive investment op-
portunities exist in their states and that the states provide infrastructural
support such as roads and low-cost power, capital and interest subsidies, and
a stronger enforcement of law and order. Sometimes incentives take the
form of special economic zones, software technology parks, reformed la-
bour policies that permit downsizing and more flexible hiring and dismissal
practices, tax concessions such as tax-free zones, and more relaxed environ-
mental laws. As early as 1993, this new activism of the states was demon-
strated by a deal struck between the Government of Maharashtra and the
Enron Corporation to build a 2000-megawatt power plant, with the govern-
ment of India providing financial guarantees to Enron. This was the first
agreement of its kind in the history of independent India.

As the states established their standing among the country’s important
economic actors, the state chief ministers became the new role models of
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the new India’s economic strength and development. State leaders such as
Chandrababu Naidu (former Andhra Pradesh chief minister), S.M.
Krishna (former Karnataka chief minister), and to some extent,
Buddhadeb Bhattacharjee (presently West Bengal’s chief minister) tran-
scended their traditional role — which had been limited essentially to
maintaining law and order and managing the state — to aggressively woo in-
vestment and capital. It was Naidu who started off this process by negotiat-
ing with the World Bank for a loan. Some chief ministers have even
participated in the World Economic Forum meetings in Davos, Switzer-
land. Naidu has visited many foreign capitals to woo investment. In August
2002, for example, he visited Singapore to attract investments in the Spe-
cial Economic Zone set up in Vishakapatanam in Andhra Pradesh.

In subsequent years, many state governments signed agreements with in-
ternational economic institutions and aid agencies such as the Asian Devel-
opment Bank and the World Bank. This is in addition to the many deals
that various states struck with multinational companies. Important also are
the negotiations conducted by state governments with foreign firms and
governments to set up “smart cities” in the high-tech area in their states in
order to promote international collaboration and attract investment. Re-
cently, the Government of Kerala negotiated with a Dubai-based firm to set
up such a smart city in Cochin. It is pertinent to note that in all these initia-
tives by the states, the Union government tried to facilitate only due to co-
alition pressures and because these initiatives were seen as part of its
overall economic-development vision.

There have also been differences of opinion between the Union govern-
ment and the states on a variety of issues. One of the major issues of con-
cern for many states was the signing by the central government of the wto
agreement. Many states claimed that by signing the wTo agreement on
agriculture, for example, the Union government had in fact usurped the
states’ power over agricultural policy. Some state governments took “the Gor
[government of India] to court demanding a reinstatement of the consti-
tutionally mandated division of powers between the central and state gov-
ernments, in which agriculture is categorized as a subject.”” In another
instance of confrontation between states and the central government, the
Government of Chhattisgarh opposed the Union government’s plans to
sell a publicly owned enterprise to a private firm, the Bharat Aluminum
Company (BALCO). The state government approached the Supreme
Court, but it ruled in favour of the central government. Such aggressive ac-
tions by state governments have forced the Union government to consult
with them, as did Atal Behari Vajpayee, who held a meeting of state chief
ministers in 2001 to discuss with them their concerns regarding the wto
and its impact on agriculture.®
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THE LIMITS OF STATES  FOREIGN
ECONOMIC DIPLOMACY

The new activism of the states has not been without the imposition of many
constraints and limits by the various central governments that have come
to power. Rob Jenkins, having looked closely at what has become known as
foreign economic diplomacy, argues that the newfound activism of the
states has not been very successful. Jenkins claims that states’ encounters
with external actors “do not constitute ‘foreign economic policy’ so much
as domestic policies with implications for the possibility of transacting busi-
ness with transnational capital and international financial institutions.”

Jenkins points out that the central government has not been particularly
accommodating of state participation in the decision-making process in the
country’s foreign economic policy. He writes that “the general trend is the
ability of central government officials responsible for the implementation of
trade policy to remain substantially impervious to the entreaties of state gov-
ernments representing key trade-affected constituencies.”'® This has been
amply evidenced in the fact that the central government, heedless of re-
peated requests from many states, did not raise tariffs on certain imported
commodities despite evidence that their import had an adverse impact on
domestic agricultural producers. Jenkins also points out that the Govern-
ment of India has not even included the states in the discussions under the
wTo-mandated Trade Policy Review Mechanism (TPRM), in which the
states’ involvement would have served them well.'* The wto does not pro-
vide any mechanism that allows states to influence agreements signed with
the Union government. Furthermore, the complexities of the behind-the-
scene politics of most international financial organizations are well beyond
the reach and understanding of the state governments. Most of the wTo
cells established by state governments have not been able to contribute
much to the states’ involvement in decision making about foreign economic
policy'® — this despite the fact that the central government has encouraged
the states to set up such bodies.’® One of the reasons for this is that these
cells are often headed by civil servants who are reluctant to undertake initia-
tives on their own; a second is that their agenda has been limited. A cursory
glance at the objectives of the Andhra Pradesh wto cell, for example, dem-
onstrates that there is nothing radical in its action program.'4

Moreover, the central bureaucracy has not been very positive about the
states’ participation in the decision-making process of the country’s foreign
economic policy even as the political leadership seems to be more open and
encouraging. In fact, the central bureaucracy does everything to ensure
that the states do not bypass the interests and influence of the Union gov-
ernment when negotiating with international organizations and agencies.
Even though politically there may be a willingness to demonstrate greater
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flexibility, the bureaucracy is unwilling to share turf or to change the status
quo. In any case, structural problems inhibit states from taking loans from
international organizations, agencies, and states because the central govern-
ment often has a decisive say in such transactions. A good example is World
Bank loans. These always identify the central government as the principal
borrower even when the loan is to go to a state government. The central bu-
reaucracy, more often without the explicit consent of the political leader-
ship, also tries to place legal impediments in the way of independent state
negotiations with international organizations. Therefore, organizations
asked to provide loans almost always try to negotiate with the central gov-
ernment before finalizing the agreement with a particular state. Jenkins
puts it well: “Through the considerable leverage it possesses with foreign
agencies, the Government of India is able to influence the shape of states’
multilaterally funded assistance packages even before the draft pro-
grammes are brought to state governments themselves.”!5

Be that as it may, it is now widely recognized that there is increasing collab-
oration and consultation between the Union government and states on mat-
ters of economic diplomacy. On the one hand, the central government
recognizes that it is better to be understanding of the demands of states be-
cause the stability of the central government in the era of coalition politics
depends much on the regional parties. The outlook and attitudes of the pol-
iticians at the centre also have changed regarding how far they should ac-
commodate regional views. Today’s political leadership draws its power from
the regional parties and has a thorough understanding of the demands and
aspirations of the country’s regions. What perhaps has not changed is the
central bureaucracy. The real managers of power in the Union government,
the bureaucrats, do not like to delegate their power to the states, especially
in the absence of clear legislation requiring them to do so.

BORDER STATES AND FEDERAL RELATIONS

India’s border states have special problems, two of which are dealing with il-
legal migration and cross-border terrorism. Because of these problems, they
have negotiated special treatment with or have behaved differently from
other states vis-a-vis the central government. Debates and arguments about il-
legal migration from Nepal and Bangladesh have been especially strong in
India’s north-eastern states. Rafiq Dossani and Srinidhi Vijayakumar point
out that, “as the state parties have increased their voice in government, they
have demanded an increased role in controlling migration into their states.
Nowhere is the ambiguity of federal jurisdiction more apparent than in the
case of border patrol. In West Bengal, the state police and the Border Secu-
rity Force [a centrally-controlled paramilitary force] often work together to
control the movement of migrants and goods from Bangladesh.”
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Although the legal power over border control and regulation lies with
the Union government, it is often not in a position to carry these out effec-
tively without the cooperation of the state governments. This has
prompted the central government to delegate powers to them. In one such
instance, L.K. Advani, the then Union home minister, asked the states to
take the necessary steps to stop illegal migrants.'” In another instance, the
West Bengal government opposed a move by Maharashtra and the central
government to expel some alleged illegal Bangladeshi migrants through
the territory of West Bengal.'8

The border states have also had to deal with cross-border terrorism.
States like Jammu and Kashmir have designed their own ways to do so
and have at least sometimes come into conflict with the central govern-
ment. The disbanding of the Special Operations Group (soG) by the
Mufti Mohammad Sayeed government in Jammu and Kashmir, opposed
by the central government, is such an instance. Although soG was a state-
run organization and therefore operated by virtue of the policing powers
of Jammu and Kashmir state, the Union government had definite inter-
ests in the matter because it affected the country’s internal security. The
Mufti government also had adopted a “healing touch” approach to the
Kashmir problem and had decided to release from confinement many
persons accused of indulging in acts of militancy despite the central gov-
ernment’s displeasure.

In the recent past, Sayeed was also able to have an impact on India’s
policy toward Pakistan. Sayeed is widely regarded as the architect, al-
though indirectly, of several confidence-building measures that were in-
troduced between the two countries. These include the resumption of the
Srinagar-Muzaffarabad bus service across the volatile line of control that
divides Jammu and Kashmir between India and Pakistan, as well as the un-
precedented collaboration between Islamabad and New Delhi after the
devastating earthquake in Jammu and Kashmir in fall 2005. Since then, a
large number of initiatives vis-a-vis Pakistan have been undertaken in
Jammu and Kashmir. The Poonch-Rawalkot bus service has already begun,
and bus services are proposed between Kargil and Skardu in Pakistan-
administered Kashmir and between Jammu and Sialkot, also in that part
of Kashmir. There have been many debates in the Jammu and Kashmir
Legislative Assembly on the role of Pakistan in sponsoring terrorism in
the state. For example, in March 2000, speaking in the state assembly, the
then chief minister, Dr Farooq Abdullah, stated that “Pakistan was bent
upon destabilizing peace in India. He said he had requested the us Presi-
dent, Mr. Bill Clinton, that he should tell Islamabad, during his ensuing
visit, that it should stop exporting terrorists to Jammu and Kashmir. He
said that Mr. Clinton should assert his authority and force Pakistan to end
its 10-year-long proxy war which had resulted in the death of several
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thousand people in the State. Dr. Abdullah said the usa should declare
Pakistan a terrorist state and impose sanctions against it.”'9

The political weight of a particular state leader can also influence foreign
policymaking, albeit informally. This is illustrated by the example of Am-
rinder Singh, the chief minister of Punjab, who reached out to Pakistan’s
Punjab on the basis of a shared cultural tradition, Punjabiyat. This policy re-
ceived considerable popular support in Indian Punjab. Another such in-
stance occurred in 1964 when the Kashmiri leader, Sheikh Abdullah, went
to Pakistan as Prime Minister Nehru’s emissary, where he is believed to have
even worked out an understanding with President Ayub Khan. This under-
standing, however, was not translated into action because Nehru passed
away while the sheikh was still in Pakistan. Similarly, political heavyweights
from the southern state of Tamil Nadu have been able to exercise consider-
able influence on New Delhi’s policy toward Sri Lanka. Indeed, the Tamil
Nadu legislature has often in the past passed resolutions on the situation of
Tamils in Sri Lanka. On 17 August 2006 the Tamil Nadu Assembly con-
demned attacks on Tamils in northern Sri Lanka by government forces.
When Sri Lanka criticized the resolution, Tamil Nadu’s chief minister, M.K.
Karunanidi, retorted that “if Tamils condemning the killing of their Tamil
brethren was dubbed a mistake, then they [Tamil Nadu Assembly] would
continue to commit it.”?° Again, in December 2006, the Tamil Nadu Assem-
bly resolved that “this house is deeply concerned about the travails of the
Tamils in Sri Lanka because of lack of protection to life and property. We re-
quest the central government to take necessary steps to alleviate the situa-
tion to the satisfaction of all concerned.”®*

The forces of regional integration in South Asia have also created oppor-
tunities for states to play a role. After the chief minister of Sikkim, Pawan
Chamling, set up a study group that strongly recommended the opening of
the route, pressure from the Government of Sikkim helped to speed up
the opening of the traditional trade links between Sikkim and China across
the Nathula Pass, which was closed in the 1g60s. Similarly, West Bengal has
supported the Bay of Bengal Initiative for Multi-Sectoral Technical and
Economic Cooperation (BIMSTEC), which links South Asia to South East
Asia and seeks to create a Bay of Bengal economic community. This would
have the potential to make Kolkata (the capital of West Bengal) once again
the hub of trade and commerce, as it had been until the early years of the
twentieth century.

The Kunming initiative, discussed earlier, will undoubtedly require re-
moving existing bilateral irritants between India and its neighbours. In-
deed, linking the northeast of the country with the neighbouring countries
would be extremely beneficial for that region, as it would benefit from a
sea link as well as trade links with the rest of the region. River-water man-
agement, border management, and energy production in the region also
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require regional collaboration between India, Nepal, and Bangladesh. As
farfetched as many of these developments may be, that there is thinking
along these lines is of great significance.

Indeed, the Union government is considering many more such trade
and other links, which will strengthen the country’s regional engagements
and enable the states to have more say in the establishment and manage-
ment of the country’s trade and links with neighbouring countries. The
following are some of them. Integrated check points (1cps) are being ne-
gotiated with Nepal, along with upgrading of highways and train links be-
tween the two countries. Border links with Bhutan, Bangladesh, and
Myanmar are also being pursued seriously.?* Given the importance that
successive Indian governments have attributed to neighbourhood diplo-
macy over the past few years, it is likely that most of these initiatives will see
the light of day. What needs to be noted here is that such links with the
neighbouring states will certainly increase the role of the Indian states in
policy formulation vis-a-vis their foreign neighbours. However, all these
links first have to be approved by the Union government.

It is worth considering what would happen if India gave more freedom
to its states to engage the international arena in the same manner as, for
example, Canadian provinces, Belgian regions and communities, Swiss
cantons, or even US states. Can India take the risk of allowing such free-
dom? If not, why not? Such counterfactual analysis could provide a clue
about the health of India’s recent federalism. When the Indian National
Congress was the dominant party in Indian politics, a period referred to by
many as the “Congress system,” giving Indian states more freedom to en-
gage the international arena may not have made much of a difference be-
cause the centralized Congress party’s high command would not have let
the state governments exercise such powers in the first place. However, the
state of affairs is different in today’s coalition era, when states are vying to
influence Indian foreign policy, including foreign economic policy. Re-
gional parties and their leaders, without whose support no Union govern-
ment can today be formed or sustained, have certainly used such
constitutional provisions to influence the country’s policies toward its
neighbours, and state governments have independently negotiated with
foreign governments and firms regarding ¥pI, joint business ventures,*3
border trade, border patrolling, people-to-people engagements, and mat-
ters regarding the Indian diaspora.®4

States have also been more vocal about expressing their foreign and de-
fence policy preferences to the central government.

However, it may not be in the larger interests of the country and its
unity to allow a great deal of freedom to its states given their wide-ranging
and at times conflicting interests. A strong central government may be
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necessary to hold together a country that has great diversity and consti-
tutes a subcontinent. It should be said that India is still in the process of
state building and consolidation. There are regions and subnationalities
in the country that have not yet fully accepted the unity of the country.
Under such circumstances, it might be rash to grant constituent units
such freedoms. Despite the moderately increasing role of the states in de-
cision making on foreign policy, it is curious that there is hardly any dis-
cussion of the need to give a greater role to the state governments in the
country’s foreign relations.

CONCLUSION

The Constitution of India gives the Union government virtually exclusive ju-
risdiction over matters of foreign and defence policy. In practice, too, the
central government has exercised strong control over India’s external rela-
tions since the Constitution came into force in 1950. Even before then,
there were very marked centralizing tendencies due particularly to the Brit-
ish tradition of a strong central government that did not permit state gov-
ernments to get involved in defence and external affairs during the period
of British rule. Although the states have virtually no direct constitutional ju-
risdiction over foreign relations, in practice the emerging reality is some-
what different. Since the early 19qos there has been a gradual weakening of
the central government’s tight grip on the country’s foreign relations.

This is being made possible by a variety of factors despite the absence of
constitutional change. First, the special constitutional status given to some
states, such as Jammu and Kashmir, seems to have accorded their political
leadership a voice in the foreign policymaking of the country. Second, the
political weight of a leader of a particular state has also influenced foreign
policymaking in many cases. Third, coalition politics and its ramifications
at the centre have provided space for state governments and leaders to ex-
ercise greater say on foreign policy issues. Finally, opportunities provided
by opening the Indian economy to globalization have created new prac-
tices and possibilities that have given the constituent units a greater role.
In fact, the happy coincidence of the opening of India’s economy and the
arrival of coalition politics in India in the early 19gos paved the way for an
increased state role in making the country’s foreign and defence policy.

The slow and indirect but steady change that the country is witnessing in
its foreign policy formulation is widely welcomed. A diverse, plural country
such as India must allow change in its style of policy formulation so that it
is really in tune with its heterogeneity. A more consultative, organic, and
creative style of foreign policy would be more in line with the needs of the
people and could become the basis of a real national consensus.
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The Jammu and Kashmir Bank has been planning to open branches in Pakistan-
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