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This paper focuses on challenges to peace and security in the Indo–Pacific region in three 
sections: Present Situation, Threats, and Opportunities.  

Present Situation 

We live in an integrated world interconnected by modern technologies of telecommunications, 
Internet, and transport marked by increasing trade; tourism; capital and technology flows; 
outsourcing and offshoring of businesses; sourcing of energy, food, and other commodities from 
distant lands; migration and labor flows; and growing non-traditional threats. 

Globalization has led to an increasing integration of the Indo–Pacific region, bringing together 
South Asia, East Asia, and Australia, with Southeast Asia and the Association of Southeast 
Asian Nations (ASEAN) providing both a physical as well as institutional bridge. 

This process of globalization has been accompanied by a growing Asian resurgence fueled by 
rapid economic growth which has propelled a shift of the global centre of gravity to the region. 
This process has been aided by foreign investment as well as transfer of know-how and 
technology and access to markets. The U.S. has been a prime mover in this process.  

Japan led the resurgence, followed by the Asian tigers Singapore, South Korea, Malaysia, and 
Taiwan. China and other ASEAN countries came next, followed by India and South Asia. 
Authoritarian regimes have generally been more successful in leveraging globalization and in 
attracting foreign businesses, and have progressed much faster in contrast to countries with 
democratic structures. 

China is today the largest economy in the region. Geopolitical conditions resulting from East–
West rivalry aided its spectacular growth and China took full advantage of this. To date, U.S. 
companies have cumulatively invested over $62 billion (perhaps even more) in China. U.S. trade 
with China totaled $604 billion in 2013 (exports $151 billion, imports $453 billion). Japan’s total 
trade with China in 2013 was US$312 billion (exports US$130billion, imports US$182 billion) 
and its total investment was $305 billion. Australia’s total trade with China in 2013 was A$ 150 
billion (exports A$100 billion, imports A$ 50 billion) and its foreign direct investment in China 
was A$ 6.3 billion. The Republic of Korea’s trade and investment in China is of a similar order. 
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China is also one of India’s largest trading partners with annual trade of the order of $ 70 billion. 
(All figures are approximate.) 

China is today the largest investment and trading partner of nearly all the regional economies. It 
is refocusing on its periphery through its “One Belt, One Road” idea. Its other focus is to 
continue moving up the value chain. Chinese actions are increasingly influencing economies in 
the region and even beyond, given the significant amount of capital that China puts on the table. 

While economic partnership with China is being touted as a win-win proposition for its partners, 
its growing military capabilities and reach serve to constrain the strategic space of other 
countries in the region and aggravates their threat perceptions. Its announcement of a new air 
defense identification zone in the East China Sea, its activities in the East and South China Seas 
(SCS) and Central Asia and its maritime expansion and acquisition of naval facilities around the 
region are indicative of its desire to dominate the strategic space in the region. There is 
consequently an increasing dichotomy between the economic and strategic objectives of the 
countries of the region in fashioning their relationships with China. The Chinese Maritime Silk 
Road proposal is one such example that poses both a challenge as well as provides an 
opportunity. 

The discussions on the code of conduct in the SCS are indicative of China’s desire to change the 
status quo and the norms to its advantage. Its initiative to set up the Asian Infrastructure 
Investment Bank (AIIB); the Brazil, Russia, India, China, and South Africa (BRICS) Bank; its 
support to the Chiang Mai initiative; and its recently proposed Asia–Pacific free trade agreement 
have a similar objective.  

The U.S. continues to be the largest provider of security to the region. However, its focus in 
recent times has perhaps been mainly on this aspect in its strategic relationships and not as much 
on the economic support it had provided earlier in equal measure. The fact of its budgetary 
resources being constrained owing to its involvement in Afghanistan, West Africa, and North 
Africa has also contributed to this. This is reflected in the structure of the current 
Administration’s “Asia Pivot” to the Asia–Pacific announced in 2011, which underlined its 
desire to enhance mainly its security engagement with the region.   

In addition, there are differences in the perspectives of the U.S. and of the countries in the region 
on economic norms, largely owing to differences in their stage of development, which informs 
their interests. This is reflected in climate change negotiations, the Doha round of trade talks, and 
the differences on the shape of the regional financial architecture. The U.S.-sponsored Trans-
Pacific Partnership, a high-quality regional trade agreement, seems to effectively disqualify most 
regional economies. 

The U.S. and China are in strategic competition in the region. While the U.S. in recent times has 
put greater emphasis on security, China has focused on economic cooperation, the primary 
requirement of a region consisting mainly of developing countries. While economic and 
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developmental issues are of the greatest import to these countries, peace and security, too, are 
becoming increasingly important issues of concern.  

The Asia–Pacific order of the past three decades underwritten to a large extent by the U.S., is 
coming under increasing stress from the rise of China—its growing economic, military, and 
maritime power. This has raised the need for a reordering of the Asian economic and security 
architecture and a growing contestation for the space for rule setting and creation of norms. This 
requires creation of fora and institutions to help bridge differences and create an architecture 
which promotes peace, stability, and economic prosperity.  

ASEAN provides an example for the construction of regional institutions based on cooperation 
and consensus. It has today also become the nucleus for the confidence-building economic and 
security structures and institutions emerging in the region, such as the East Asian Summit (EAS), 
the ASEAN Regional Forum (ARF), and the ASEAN Defense Ministers Meeting Plus 
(ADMM+), and in the negotiations for the creation of a region-wide free economic space—
Regional Comprehensive Economic Partnership (RCEP).  

Threats 

The accumulation of economic power in the region has been asymmetric, leading to a 
redistribution of political and military power and growing mutual contradictions between the 
rising powers of the region. This has led to increasing competition between Asian powers and 
between rising and established powers in the region. 

There is also increasing competition for resources and markets and an increasing dependency on 
out-of-region sources. This is especially true in the case of energy given that China, India, Japan, 
and South Korea import over 70 percent of their oil and gas requirements, and around 80 percent 
of that from the Gulf. This increases the importance of the sea lines of communication (SLOCS).
 Economic growth has been accompanied by rising defense expenditures and acquisition 
of arms. China today has the largest at $170 billion; Japan has considerably increased its own to 
around $50 billion; India’s is around $40 billion. 

There is increasing stress on regional fault-lines—boundary tensions—such as China–India, 
China–Japan, China–U.S./Taiwan, and China–Vietnam, as well as disputes in the East and South 
China Seas. This is coupled with uncertainty over Chinese behaviour and fears that it will pursue 
an aggressive policy to back up its territorial claims rather than practice moderation and restraint. 

The widening differential in comprehensive national power of the countries of the region will put 
pressure on peace and stability unless it is accompanied by increased security and economic 
cooperation between democratic and like-minded countries. 

Regional differences and disputes could have deleterious effects on SLOCs and, consequently, 
on trade and maritime security. The Indian Ocean, crisscrossed by a dense network of sea-borne 
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energy and trade and sea lanes of communication, accounts for the transportation of the highest 
tonnage of goods in the world, with almost 100,000 ships traversing its expanse annually. It is 
critical for the world economy and the connectivity it provides is of great strategic value. 

 There are several outside factors specific to the Asia–Pacific region: 

• Piracy, which especially affects the regional choke points. This requires concerted 
action to arrest it. 

• Smuggling of narcotics, gun running, and trafficking of people and Illegal migration 
also afflict the region. 

• Terrorism is another major threat to the region. Among the most formidable 
challenges of the 21st century will be those from non-state actors and terror 
incorporated. The most acute threat today emanates from the Afghanistan–Pakistan 
region. Pakistan, a nuclear-capable country, is beset with internal problems and 
continues its policy of supporting extremist and terrorist groups. This creates 
additional concerns, as does its history of clandestine nuclear proliferation activities. 

• Activities of North Korea are also of significant concern. 

• Vulnerability of cyber networks and threats to it emanates from the region, as has 
been demonstrated in the hacking of Sony Corporation. 

• Locus of a majority of the world's natural disasters and faces a growing number of 
natural disasters which could be a result of climate change. 

• Pandemics such as avian flu pose new challenges to the region, in addition to the 
threats from tuberculosis, malaria, etc. 

• Changing demographics and the youth bulge requires education and jobs in the 
developing countries of the region if this is to be a dividend instead of a disaster. On 
the other hand, there is increasing pressure in developed countries of the region on 
account of their aging societies and the decreasing proportion of their working 
population. 

•  “Middle-income trap.” There is a requirement to increase the emphasis on education, 
innovation, and application of science and technology to increase productivity and 
accelerate growth. 

 
• Need to show quick results in the face of rising expectations, changing demography, 

growing urbanization, and a rising middle class. 
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Opportunities 

There are considerable opportunities to promote peace and stability and enhance prosperity in the 
region. This will require: 

• Focusing on reaping the dividends of a youthful demographic distribution, where 
present, and the capacities of the region, in particular, through enhancing cooperation 
in education, skill development, and promotion of science and technologyDeveloping 
multifunctional cooperation and providing support for entrepreneurship, innovation, 
and development of new ideas; 
 

• Developing physical, digital, and people-to-people connectivity; 
 

• Promoting judicious utilization of resources of the region while protecting its 
biodiversity.  
 

• Creating regional mechanisms to deal with pandemics, natural disasters, etc.; 
 

• Putting in place rules and creating networks to protect SLOCs and other common 
public goods and enhancing cooperation in the fight against non-traditional threats of 
terrorism, piracy, and the trafficking of narcotics, arms, and people; and 
 

• Increasing coordination among the security forces of the region and greater 
interaction between the navies of the region. 

The objectives of achieving peace and stability and putting in place fair rules of conduct in the 
region will require not only the active presence of the U.S., but also the comprehensive 
strengthening of democratic and like-minded countries of the region to engender a balance. This 
will require political will on the part of the U.S., Japan, and other developed economies to 
concentrate economic and technological support towards the developing economies of the 
region, which will make them more capable partners. This will not only help in burden sharing 
but also deter unilateral efforts to change the status quo.  

Democratic and like-minded countries need to work together towards this objective of creating 
an open, inclusive, and rule-based structure in the region. This will require an ability to look at 
the bigger picture and muster the political will to make requisite compromises and push this 
process. It will especially require the understanding of differing positions on multilateral 
economic issues. The structures and processes created by ASEAN should be supported and built 
upon as they provide the basis for achieving this objective and building a balanced region-wide 
architecture. 
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 In India, the government has taken concerted steps to further open up the economy and provide 
new opportunities for investment and mutually beneficial cooperation through its emphasis on 
manufacturing industries and on infrastructure creation. India’s opening up of its defense-
industry sector provides considerable scope for cooperation. Sitting atop the Indian Ocean with a 
modernizing Navy, India provides security for important SLOCs crisscrossing the ocean and 
assistance to littoral countries in dealing with natural disasters. India itself partners countries in 
the region in capacity creation and transfer of appropriate know-how. It also brings to the table 
its large skilled workforce, markets, and ability to absorb capital in a win-win manner. India 
under its present government has made special efforts to reach out to the countries of the region 
through its “Act East” policy, and especially to Australia, Japan, the U.S., and its ASEAN 
neighbors.  

In this context, special note should be taken of the India–U.S. Joint Statement as well as the 
U.S.–India Joint Strategic Vision for the Asia–Pacific and Indian Ocean Region issued during 
President Obama’s visit to India when he was the Chief Guest at India’s Republic Day 
celebrations. The talks “recognize[ed] the important role that both countries play in promoting 
peace, prosperity, stability and security in the Asia-Pacific and Indian Ocean Region, and noting 
that India’s “Act East Policy” and the United States’ rebalance to Asia provide opportunities for 
India, the United States, and other Asia-Pacific countries to work closely to strengthen regional 
ties, the Leaders announced a Joint Strategic Vision to guide their engagement in the region…. 
The President and the Prime Minister also welcomed the role of the leaders-led East Asia 
Summit (EAS) process in promoting open, balanced and inclusive security architecture in the 
region.” 

Conclusion 

This underlines India's efforts towards seeking cooperation with other like-minded countries in 
shaping the Asian balance towards building an open, inclusive, and rule-based architecture in the 
region conducive to safeguarding peace and stability and promoting prosperity. This is perhaps 
where the interests of the Quad Plus countries converge and where we should be focusing our 
attention in the near future.  
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