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India: Interests in the

Persiar Culf-

. v N
Key Judgments The Persian Guif provides india with about 60 percent of the vil it imports
’ and a market for 10 percent of its exports. For the past decade. ladia has -
sought to strengthen ties with states in the Guli for the purpuse of .
cstablishing a sceure oil supply, expanding trade, offering Indian techaical
expertise and skilled tabor, .md more recentiy c.m.uur.u.mg \r.lb invest-

|

mcn( in lndia. B

In l.lru. mecasure. India was .|blc.. o cope. wiih th gh.my.d u\ndumm in-
world cnergy and trade in the 1970s becausce of s do“. tiex \snh lht. )
nations of the Persian Gulf-§ ‘ro.mdlng cconomic rcl.mom subsunu.lll\
reduced Tndia’s trade-deficit-und a- steadily- increfsing-Qow-of remittinces
from Indian. l:lborcrs workmg in (hc Gulf \trcng(hgm.d the balance of
payments. With payments-prospects now da.u.rmr.umg. lndm more than
.ever will count on dL.I'Iﬂg\ with the Gulf wumnu 10 Ciase ils economic

dlﬁ'«.ulll(:ﬁ

lndm_ _h:xs pursucd two' main political goals'in the ‘rcgion:' It has sought to

prevent. the emergence of an Islamic-Pakistani -alliance directed against
India. And it has sought to mitigate theg;

N urging Gulf countrics to nonaligned : i
. i \ ) ) ¢ core ol
oo \) L Primc Mimister Gandhi's visit to Kuwait and the Uaitéd Ariab memlu in
= &\O . May 1981, The trip was. Gandhi's first official visit abroad since returning
' : to power in January 1980 and the first by an Indian Primce Minister to the
Gulf arca. :

Aue A,
A constant supporu.r ol' Arab causes. India has bolstered its standing with

the Gulf countrics by demanding Isracl’s unconditional withdrawal from
all occupicd Arab territorics, including East Jcrusalem, and by rccognizing
¢ PLO as the sole and icgitim¥tc representative of the Palestinian

i _ ret )
ERXI-10291
Ategtess 19ON1




India: Interests in the
Persian (;ulf-

Early Relations With the Gulf States

In the yeurs foltowing independence from Britain in
1947, lndia’s preoccupation with cconomic devetop-
ment and its rivadey with Pakistan precluded much
movement into the Persian Gulf. Without the eco-
nomic and military capacity to establish a strong

states prinurily on cmotionsl commitments to anti-

coloniatisan. India supported Arab causes partly out of
moral conviction but alvo to counter Pakistan's influ-
ence in the arca. New Dethi saw Pakistan’s design to
forge an Islamic alliance with tezn and the Gu
as 2 loag-range challenge 1o its SCCuUrity

states

Pan-Islamism continues to get mator con-
0 in India’s steategic thinking as well as in its
forcign and domestic policy because of Iadia's large

Muslim nunoritys of 75 million ncop!c.-

The iniroduction of superpower rivales into the Per-
sian Gulf’ becamie i major issue for Indi in the 1950s.
India sought wo' counter the intrusion with the concept
of nomalignment. As conceived by Prime Minister
Jawahaclal Neheu. who led India until his death in
1964, nonalignawent held that national independence
could not be sustained without independence in far-
cign alfairs. The concept focnd widespread support
among the growiag aational movements in the Gulf
states and beyond and helped create conditions that
led to active couperatio ¥ India and the Gulf
strtes in the liste sixtios

bar g comprehensie tecatment of Pakistan's tics ta the Gulf
shtes see NEAC Tnredligence Assessment ER KO- 1OOKS tScurct
N Eebruaey V9RO, Pabkistan. Che Middle Ease (':mnq'a'liun.-

i

presence. Indix in the 19308 based it ties to the Gulf -

ORN -NEXON P RACS

Ties in the 1970s
Indian moves o improve relations with the Gulf stiates
AN Lo show positive results in the carely 1970s.

ul the Siiai's auli-
tary buildup and his plans to extend fean's naval
influcnce beyond the Gulf into the Indian Occan. In
addition, India was again fearful that Pakistan would
successlully turn calls for Islamic solidarits into
financial and military support for scet another con-

frontution. [l

India was thercfore voncerned it

India’s drive to improve ties with the Gulf states also
hiad a1 strong ceconomic basis. As its oil tmport bill
srew after 1973, New Delhi aggressively sought
cxport markets in the Gulf, particularly for such
nontraditional items as manuiactured goods and con-
struction materials. Collaborition in construction and
industrial projects was also promoted. ats wis cmploy -
ment of Indian laboceres. The higher cost of oil imports

was cased by credits from Iran and traq that deferred

paymeats. Indian exparis to the Gulf increased at
rates considerably greater than o any ather single
arca, and remittances by Indian nationals from the
Gulf states pushed forcign exchange reserves o
record levels. On the political front India avoided
entangling itself in inter- Arab squabbles and wis able
0 maintain good relations with the Gulf countrics bs
supporting the Arab conscensus denou ncing the Camp
David Accords. The result was that India’s new
relationship with the Gulf bath contributed to its
cconomic well-being during the Lter half of the -
1970s and enhanced its status in the region IR

Recent Desclopments
New Delhi sees the political turmoil that has swept

‘the Gulf countrics since 1979 a5 threatening to its

cconomic and sceurity interests. The coliapse of the
Shah’s regime in lran removed a government that was
developing strong cconomic ties to India and that
sponsored programs bringing India closer to the Gulf
states. The outbreak of the Iran-frag war in 1980 cut

Scofct




off Indix fram its maor oil supplicrs, Turcin;: New -

£2cthi to muke costly spot auarket purchases to ensure
a continuing Mow of crude oil. The Soviet invasion of
Afghaniztan increaacd superpovz, savalsy in

Since her return to office in Jaauary 1580, Prime
- Minister Gandhi has moved to strengthen eelations ©
with the Gulf states. Last year, the PLO rsprc«:nm-

. tive in New Dethi was elevated to full diplomatic

" stitus as’a gesture toward th ’\r.lb world. The move
“wan designed to deflect domestic and fnrc:gn criticism’
of Gandhi's-soft- line- toward - the Sovietinviision of
Muslim - \ﬁ,h.uust.m (nndht svisit:toRuwaitand
the United: Arab Emiratesin: May 19K lll:lrkcd~lhu~-
. first time. an Indian Prime Minister. had v
Giulf. She sought dong-tesm oil supplics Trom bith
countrics, pushed (or joint ventures invalving Arab
financing. and apparcntly lectured hcr hosts on the
v:rlucs of mmahgnmul(- 7

" Gundhi's efforts, however, h.lvc probnbl\ donclittle to -

.th‘mu. India’s influence among the Gulf s(alﬁ.
fndia is a supplicant in sccking long-term guar.mlcc\
Lor il imports, Arab petrodoltars, and other ceononic:

advantages. [nter- Arag digputes make it difficult for

New Delhi to preserve good tics with all the countrics
Jin the arca. and balaacing the conflicting interests is

difficult. New Delhi's relictance to take sides i in the
» lran-lraq wir has not helped adia‘s standiag in

- cither Tehran or Baghdad. In addition. Gandhi is on

‘the defensive at home and |_with countrics in the

nonaligred maovement. mc_lud_mg Saudi Arabia, be-

cause her foreign policics are increasingly seen as

congrucnt with .\hvscow's-'

‘.conomic Rclations

Trade. lndia’s trade with Persian Gulf countrics grew
spectacularly during the last decade. Exports in-
-creitsed frome-about S0 million in 1971 10 more than
S$X20 mitlion in 1980, while imports, reflecting in-

Scgfect

. ereasingly higher oil prices, climbed from S160 mil-

" Gull changed dramatically” ¢

*clude 1 growing share of capital- and lu.llllulul, .

sited-the . -

lion to S 2.2 billion in the same period. The importance
aof the Giull m India’s total trade has also changed

stenificanils since the tarly - l97()r- Exports to the
Gulf, which amounted to 3 percent of Indis’s I’nru;.n
sales i 1971, accounted lor 10 percent in 1980, while
the share of impuorts rose from X percent ta 31 percent
as shown in table |

Exports. The compasition of {ndii’s exports to the

Auring the 19705 TroRi 16
and spices to manufactured gonds, E IXPUTLS now in.

mu:n\u':. items where India campetes dlru.ll\
developed countries for a market share. In 1978, the -
last year for which coniplete trade d;n.l are available.
M percent of India’s exports of iron and steel products
~and 2¥ perceat of metal- m.muf.ulun: swent-tather
T Gulf (table 2). Sales of these cms__!’nr lndq.\(rl.tl
dc\'clupmcnl pmgmm\ ha
“Eredsés TN exports 10 Saudi
asto Ku“.ul and-tothet:nd
-in-1976 at- S‘Hmtllmn‘bul !u\c stunined b.tdl\ Kince.. . .

thén, while salex to Traq have been. ceratic. dadian... - . e
businessmen are looking to bath countrics as pnun- :

tally lu-.r.ﬁwc markets, howéver. They hope that once

the fighting stops Indix will p.mu.m.ltc. in rcbunldmg

bolh ccunomic\. .

Continuéd gro\s th of m.mul'.u.lurcd cxpxirts is pivotal

if India is 10 avoid scrivus balance-of-payments: short- .
falls in the 1980s. As India’s fastest. -growing markets o
in the less dculupcd countrics. the Gulf states are :
being counted on-as major contributors to boosting

Indian export growth. New Dethi's Sixth Five-Year

Plan (1980-K5) projeets an average volume growth of
cxports of 9 percent anaually, up from 6 percend in

the 1970s. Export-growth of m’muﬁcmﬂ:d nrodm.h is
nrojcclcd to grow cven more: r.npldlv' iron and stecl
products, for example. are slated o increase 22

_pereent annually and enginecring goods 13 percent.
Implicit in the Plan’s cxport projections is continued

success in l.lmmg Persian Gull markcu

lmparu. Crude il and pctrolcum products account
for ncarly all of India’s imports from the Persian Gulf
countrics. Prior to the outbreak of the war, Iran and
Iraq together were providing India with iwo-thirds of

(]
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Table 1

- India:

Trade With Guif Countries «

provided about 80 percent. Although Iran resumced oil
deliverics soon after the war began, Iraq was not uble
-0 do so. The loss of lragi crude forced New Delhi to
purchasc oil on the spot market at higher prices and
- was & major factor in pushing [ndia’s oil import bill -
- up by $3 billion tc $7.1 billion in the fiscal year
ending 31 March 1981, As of mid-198I !
. shipments to-India had =till not reached prewar levels  shown in tablc 3.

. Iraq’s oil

k3

production recovers. As an outgrowth of its experience
- with Iran and Iraq. India has lined up several.new oil
supplicrs and is also diversilying its sources among
Persian Gulf supplicrs. This year, for example. the
UAE and Kuwait togcther will ship 65.000 b/d.up - -
from 20.000 b/d in 1980. and thc Gulf's sharc of
India’s oil imports will sli

- Miltion US 3 - Percent N
| : e Share B N
lean Irag Kuwait - Saudi UAE Muswat  Qaar - - Gull Tovdl :
. : . ‘Arabia Oman, ) o e - )
_ Exports K : . - o
1988 T 4 7 o C Nk 1 3 B | “1.261 2 _
- 1960 1 6 7 AT ket oL UL TUTAR TSN po: =
19y a8 1 b) ’ 3 7 106 2046 LI
1972 27 13 13 N e XS ‘3160 4 : .
1973 32 2] 19, "X < 99 2587 4 -
1974 L) 26 7 B -9 174 A s M -
1975 68 TR .20, 1. 42 4171 "
1976 Mns 4. ssE . 22 FERENLY USRI TE 23 4,668 i3
1977 NTY 8 Xy ® g 2. 67 Sasy 12
197%- - 19s 60 133 TasT ee T s s 87 12
1979 s - EIAR T 164 48 Jast :
1980+ - L4 [ 2 DU 'S S Ny 48 S -
Imports - - e ; - = ;
R 1988 . s2 s .. s Tt s TArE T 43S K
e 190 - 63 BRI a0 (A 02 s R
i ey 2 - 7 32 ' NEGE 164 207 ®
T e 171 EONT 2 SrGt 24s 2481 10 |
1973 458 X 3 K \ NEGH 287 2423 e e |
. 1974 LR Y9 6K e NFGESL NEGE BT IRPRNNEG '% 2% [ P e
taT 1975 93 Ms Tmo 397 P NG 13667 Siess a4
A 1976 - $12 36 72 337 CNFGLT A8 T L1437 eoKd 24
1977 sex EIETS M3 2 s 1,450 5676 .2
197 . 635 3R7 %0. - 291 1 i 1.506 030 h |
1979+ . &_& s U T e 208 ' 2 TP 1.637 8273 20
198¢> - - ‘ 76K - 1063 705 . 464 NA 62 3M9 - 10K60 I}
) + Data are for Indian fiscal year ending 31 March of stated ycar. . ”
.- 7. %'Pravisional. o : T : )
.- Estimawed. ) s
+ its il imports. and the Persian Gu!f as a whole and may not do so until the war is scttled and oil - he

P to about 60 percent. as

ret*




Table2

- India:

l-xpor(s of Kcy Cemmodities to the (.ulf 1978

© 4. 1980 data reflect level of imports prior to the Iran-lraq’war. Spot

‘'market purchases and umdcnuﬁed supphen pushed actual tmmru
in 19X0 (0 490,000 b/d. .

., * Asof | Junc 1981, ncgouauons were still undcr way {or additional

supplics. India wili probably import 440,000 b/d this ycar.

* The USSR normally ships all itscrude oil to India from the Persian
Ciull und products, usually kerosene and dicsel oil, from the Soviet:
Union. For 1981 the Soviets will export $0.000 b/d ofcrudc to India:

- tean will b the suppiicr.

'.\!illion Uss ?c_rccql
Saudi lran Kuwait  UAF fraq Tota} - Total Persian Giull
Acabia : K o Exparts to.the . Exports  Sharc of the
. S . oo Persian Gulfl Lo Tetat
. lran and steel products M2 23 M7 e 08 109 T 3m0 31
Electrical machincey 9 %7 - WY es L L0 474 TR0 T I
. Metal manufactuces e 10 89 T4 300 S19 L0840 - 2K
Transport équipment - NEGL 98- 48 - 6 - 28 19.2 1310 14
Tablc 3
. lndia: Qil Imports
19804 "
Total o _ pom P "l978 80 see: ﬁgurc l),Thc fising-inflow. of remit=- - ¢ o 0T
‘Persian Gull . 300 " o239 .tances was a major factor bchmd lhc'.s(cady growth of ' :
(m. o Lio 100 Indla 'S forqun cxchangc rcscrvcs from S'ISO mullnon in-
Saudl Acabia . " so wie SO !
gL'Al': . NN [ ‘0 e - i, - - -
Y e . ‘ 120 24 There were approrlmalcly halfa mllhon lndl:ms <
xi;fail, S e ‘2% 'WOrkmz in the Persian Gulf countries prlot tc the reooe
T Other chuntrics - TR T iRe fran-lraq war, réughly half employed in the UAE. e
USSR : oW L. .98 The Indian press reported that 10,000 workers fled = ot
' Burma " Sy, O : 30 Iraq when the war broke out. An undclcrmmcd
¥ - oo 20 number of these workers have returned, as Indian o
0. is contrac(on have made a strong effort to keep their . - -
0 10 . various projects going. In addmon. lndlan firms have - -
10 10 ‘been awardcd scvécdl ncw projectsin Iraq this year.. =
o 10 Thus, despitc the initial panic exodus the number of
) nulpm . ' v a 2 Indian workers has stabilized and perhaps ever - L
Pakistan oL . ° - 3 ‘increased this year. There were no large lnd:an - R,

construction projects in Lran when the war started.

. The bulk of Indians therc apparently hold prol'csloral o e -

jobs many of lhcm as doclors. and few have left the
coun(ry.‘ ' . .

Ry and largc. most Indian workers brought into the
Gulf by Indian contractors arc skilled and scmxsklllcd
Umktllcd Indian laborzrs, who may outnumber con-
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Figure

India: Forcign Remittanées

Tng

India: -
Warkers in the Persian Gulf 4

Total

190,000-420,000
UAE 200,000
Kuwait 3 o looooo - B
Saudi :\t.lbu L *0000-7(000
oo lean 0 20,000- 25.000
g R T e

80

AT N L L PR Rt gerat wrts A Maeom e Mate peac:

" tract \\nfkc.rs brouzh( into the region legally, h.lu.
‘entered on visitors visas and staved to scck work or
um.rcd illegally b\ small boat or across sparscly
‘paliced’ borders. There have been suomc c.m.kdow ns
) _.md dcporl.ulom of lhcsc iflegals, but for' lhc mm(
" part this hordc of workets Femains, doing menial .
work:, Therc aPe ‘ﬁo Indians in the Gulf who own and
_operate bumu:ﬁscs usually with.an Arab partner. ’
,_-Thnc establishments’ hire Indian exccutives and a
vast army of clerks from the homeland. QOutside of .
.lr.m indian cngmccrt bankers, and other profcs-

* mincd numbcr\ (\cc table 4)-

. 'Prmpu.h in (hc carly wm. paint to slower growth of
remittances from the Gulf than in the 1970s. Recent
‘World Bank projections on India’s balance of pay-
ments show a gradual increusc in total private finan-
cial transfers from an cstimtated $1.7 billion this year
10 $2.2 billion by 1985. Remittances could increase
faster than the World Bank has projected if cemploy-
ment opportunitics apen up as Iran and Iraq rebuild

Coa ik

~¢ontractor
"~ offirig.. Thi

b Asd and Forelgn lmrestmem
: 0 ficial dcw..lopmcn( assistanée from the Pcm.m Gulf

,‘Thc aid Nows ‘began in 1974 l'u'lowmg the i

sionals are \c:mcrcd throughout the Gulf in undctcr- :

ey T9K1 T

as-of 4 ),

is-in (Iu.
New Déthi“will continuc to scek bcucr R
rc..laumw wuh he (Julrsl.x(cs in order to m.unl.nn 8

ncvu COﬂ‘ll".lCllQn COI“

untrics (o India is a’ n.l.nucl) new phenomenon
itial
in world oil prices. Al its peak in 1976, (hl\ aid.

rc.xchcd .nearly $500 mllhon. roughly 25 pcrccnl of |

" the aid India rcccxvcd For the period 1974-80, uid .

disbursements from Gulf Statcs amounted o $1.8

billion or about 12 percent of the aid dnsburscmcnu

India received. The bulk of the aid. ncarly 70. pcrccm

was provided by Iran during the Shah's regime. ‘Since: .
the Shah's ouster. Iran has stoppicd dlsburﬂng aidto 0 T
India. a&d the aid flow from the Gulf countrics kas T - o
also cased <onsiderably: So. far this ycar. India has :
reccived a 563 million loan from K uwait for balance- . ..
of-payments support and a.$132 million Ic:m from o
Saudi Arabia for clectrical power pro;ccu Gcncrallg. D
India wints credits on soft terms from the Gulfr :
countrics with small scrvice charges, low interest

rates. and long repayment terms like the Kuwaiti

- loan. which: carrics an intcrest rate of 4 percent and

repiayment terms sprcad over 25 ycars {sce table ‘l-

et
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-trial sector. cven if new investoi

Table 8 _ ' 3
tndia:

Official Devclapment Assistance

W ae e

ol

* January - June,

At bc'c( the lcul of xid rmm lhc ?«.rsun (mlr
countrics-is- llkcl\~hrho\'cr—.xmund'$lOOtmlhon o

- annually - in the next few vears despite-recent lndl.m

efforts 1o baost: both-aid and investment inflows.. Tow
policy change announced l.uc in. l980...ndm suid it
would \u.lumu OPEC equity: mw.almcm in‘thesindus
unablc 1o - s
conlribute tc..hnologu.tl ‘skitls action: modlf'cd a
idetade-old polici disceiraginga orcign’ mvcs(mcnl
-that dld not-bring technological or ‘muskeling’ slullq ;
with it. New Delhi is ving: pnorl(\ o attricting ™
HOPEC funds:inta. fertilizer,: _ccmcm. pclmchcmlcals. g
and other priority industries in.an-éffort-to reduce

- impuris of these products::QOPEC cam(ﬂ’mﬂowx
“would also help finance India’s s growing surrcm ac-
deficit, which icaéhed $3.8 billioa in'the fiscal .

_yeur ending 3 M:lrch 1981 and is .cxpected lo be in
lhc $i: -l ballmn r.mg:. .lg.:m this \gar-

)

l’umdml.nr m\cﬂmcm. llkc mvcxlmcnl from plhcr
‘will be restricted (o 40 percent of fotal
nder most circumstances.

the .
cn

responsc to date by Persian Gulf countrics Ras
slow. There has been considerable talk, and the
Indians appear optimistic, but no “gmrc.ml amount
of capital has been forthcoming, While Gulf countrics

. Ncprct

) .nduslr\””

. .hc Sh.x

. rclauons with’ Prime-Min

1973 - 197 197% (97 jeTx 19T 19%0 1881~
Totaf e 2180 4TIR Re.S. 2647 470 139.0 aVo 1.6R7:0
tran 0 1450 NG Mo 247 0 [ [ [ RRRN) “
feau, w10 a0 ra xu o 0 040 o LSy
Kuwait 0 o o, Mo s o 150 axo ‘Tax.
Saodi Arabag ~a 0 ] 0 R R 0.0 0 [{] N0
CTUAER o 410 [ .2 TG T a 0 . 642
OPEC Fuad [}] Ki] LRI I ] 0 0 0.0 o- L& x
* Disbuesemicents, . -

appcar- \ulhng winvest i lnd o
interested’in; -quick-y lcldmg inve: mcn( oppor(umhc
-than'in: prondlng capital for the long- gcﬂ.llmn b
OJQC(\ that-the lndn 2 {

'Bolatml Rehlmm }
_Iranm. India his:a long u.n lo go bcforc rcl.nl()m ‘with .
.. the. Kho v i:regime-ure ns—clo«: as they were with .

- During the Shah's cra. {ndia’s. relations
Aran- grc\s ‘substantially, allhuugh conflicting

“ll.

-+ attitudes toward, Pdl‘t_l‘(:lﬂ. traq. and the¢ USSR peri-;

zodicully posed probl s The Shah cuitivated India by
previding oil. and cconomic aid.and by his. vision of a
. regional common market ‘in. which India would play

- an importang rolc Healso dcvclopcd close personal’
crs G.mdh: and Decsai. For
its’ pnrl lndu\mlucd fzan as the major source of its
crudc oil, somc of which was supplied on long- term

- eredit.and as 3 growing’ ‘market fof exports - »

Thc ccmcrpcccc of lndnmlraman cconomic coopcra-

tion under the Shah was an agrecment signed in 1975
that commmitted Iran to finance the Kudremcekh iron
orc project in the southcrn Indian state of Karnataka.
fran was to reccive 7.5 m;lhon tons of iron orc
concentrates per year for 20 ycars for steel plarnts to
be buiit at Aliwaz and Esfahan. The cxpor( price of
the iron ore was linked to the praject’s capital cost,
‘initially sct at 5630 mdhon Iran paid $225 million




toward the cost l)f‘li\é';‘-l;;i;f;:.i—:h'li:ﬂ‘:;ﬂﬂl‘ﬁé’l’S:s();:,‘()ﬂ
million in advince parments for are caoncentrates; by
stapped payments in ()cccmlx-r_l'ﬂ'). The revoly-:- 3

tionary, mi\'crqqncm.hm suured on the progect and -
probably will not finance it under existing te
Tehran has postpaned construction of the steel pling
at Esfahan, and the Ahwas plant is far behind - on
schedule. Mexnwhile, the-cost ol Kudremekh hias
increased o abaut SKOO million e i

_ . IR

.. 4.

[£) | L

-

s

T A T L
¥ fecast, and shere are some signs

: ation niay et be warked M ndi
Sappeies to be stuck with a white clephant, The ore
_ cancentrates from Kudremekh are designed specifi

“for th -fired “dircci-reduction steel plints

o and thcre fird fow similar plind
.‘;‘, Isewhere.in the world. Morcaver, the h
VY idada ‘s i .

v pactial
Sy DR TS W

. ke
ctization pli
- the are to

and-thex
thwest=tndis
-the probl
Deihihiass

3 ¢ Indinn cqdipment foF s
and fertilizer induslric.\‘, but much of wh
ix cither u ilable orin shoet supply i

n Indi

ave folloviéd isteadicr: *

1. Cliise Eednointe coupera-
973 With ¥n agreement

crud-’:"ﬁil‘fu’hﬁlicﬁf in’ ¢xchange for

ral infrastructure projects in Irag.

ablished in April |
sauréd {nd

.

e ndian shortfadl. lrag bee

e s

g h:tl(cd'lrnqi. uil exports o lndia

ti N

clrag with’ Some

3 uprbjc‘é(ﬁsﬁnal-r-:_nqaincludclf(_h'c-cnnstruetiun of 2.000
“houses'in Baghdad-(valucd it st Se.million), 2,290, -

Wil with'the USSR in-the carly: 19708
at leun' wanty -hicavily on-Mascow
“have triined. traqis
-of Soviet:
TUhad asta
traqi armcd forces. There
Force fNlight instructors in
break of the Iran-lraq war
an Iraqi request for

~Siace then lrag has been w revular suonlicr of oil and
when the tranian revolution deprived India of 120,06
S Brdin 1979, Leag Bousted s evpurts from 0,000 b d
in- 197X 40 120006 b.d in 1979 1o help meet the
ame India’vougor source o
il in 1979 yuad. 19l0, providing roughly 30-percent ot
import needs: Nlthough the fran-lrag wae tempararily’
- they cesumed in
April: T9R 1 but it e esete of oy 24000 b A in
=uddition tesupplying oil, frag provided credits fram
1976 10 1979 10 help India pay fue i oil. Lt sear
E.B:nghdud prenided a- S104 mitlion il\lqrcstel'rcc_lqv;nt\.
swhichiwas billed- as compensation for [he higher prices
charged foe:fragi il (see: table M.- ce '

I8 Ry o Ll

Inrecent the frayis have:shown mereasing
wedeptivity. oy clasereelations.with fndi. A NUrge in .
réciprocal visits ‘by high-level off ficials from 1979 4 -
thiebutbeéak of-the ran:fraq war led to-further.
Secommercial links and’exchanges in scientific ind :
miitary: Gields - Indian compaios huve becn active in B
90.1ndiin contractors wurkihg onaver: -
S:projectsvalued i, $2 billion. The large Indiun - -

prefabricated. houses t-Khoral ZuberasSi St miflion),
Tidgd:

| »roads hoteis, office
grain:silos, and an; pansion of
1ghdud iniviers AV bouChalf of these contracts
eresgrinted ins= 980, prior:to the vutbreak-of war, -
'i)'!'k on’ mans- had. b:’lt_'c_l_"

contractoes. have si nee.
the wiae's ‘effect by. keeping

<itch project to.maintain
ghdad thas-

4 presence

ttisfy Ba

dve cooperated-in military matters.,
both signed: fricadship.agrecments
and théw depend,
fur military-cquipment. Indizne
in the maintenance and operition
aircraft and in fécent vears Indi
anyus 200 military technicians

aomay have
aiding the
are currently 62 Indian Ajr
Iray. l-'i\lluwirig the out-
« New Dethi turned down
additional Night instructors and

. et




“Table 6 R Y N
lndia: .
Oil Credits From the Gug Countries
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bun o.duc:m.d in Indm- C s - . ‘ >.

Iur v o gu.h( NHG-21 aircraft. New D
Wi in kuplm. vuth ity pulu.\ ol m.ulmhl\.

Saudi drabia.

commerce between India

wnd Saudi Arabia hasTrown steadily since the carly

. l"?()s. lndun expurts of rou;hh S15 mtlllon .mnu.nlh
in the period 1972-74 climbed to ST60. million by the
end ol the dt.l.‘lldc The, \Adl\ purxh.l'«:d"mduslrml .
and coastruction materiais while cxporting crude ail.
usually S0, (0 b/d or abaut 10 pv.ﬂ.cn( of lndla s uu
um\url\ There are some S0, 000 W 75,000 Indmn
workers in Saudi Arabia. most of them from the :
southern state of Kenila™ one of Tadia's most lllcratc

“states and their knowledge of English has given
“them an advant: age m fin fing mb\ in baudl Ambu.

" The \.wdh h.nc shown same Il‘llt.l'l.\! in investing in

~India under New Delhi's modified investment policy.
Naudi Forcign "Minister Saud’s visit o India in April
]()M wits the occasion for announcing an agrecment
ta establish ajoint commission to identify projects for
cquity investment. At the same time. the Saudis

“announced loans of $132 mnllmn to India for constru .
(|u|| of twa power plants]

s réfusirl

The Small Gulf States. India has historical ties with

the smatller states of the Persian Gult - Kuwait, )
Baheain, the United Antb Emieates. Qatar. and o . .
Muscat and Omian. Indeed. the smaller sheikhdoms L

were once ruled from™New Dethi as ; part of British :
India, ivnd the Indian rupee was legal teader in many ., . . o .
of these countrics until the mid-1960s.-Gulf business- S

Cmen and government leaders regularky travel o lmh. e

Cfor vacation wnd aedical trc:nnu.n.. and minny have

lndl.l s current cumumu ties o lhu q.uunlrlu fmm T
m..ml\ on inc .
on cfforts o

ng umr(\ of m.lghgu.r\ .md iron .md
wwell s by :supplving more tradi- -

b.mln —-Thc l.mur.ucs (nmmcru.ll Bank- .md lhn i
Bank of Oman ' have established branches in ,B‘un- o Ly
- ‘bay. The Al-Ghurian’ Giroup of Industrics, based in ' ’ :
Dub.u. may invest in two projects in the Indian state
of Gujarar . -2 3375 million alumina project and
Si128 mllllon scamless steel tube manufacturing plant.’
The plan calls for Al- (nhurl.m to import the eatire -
alumina production: 300,000 tons annually fora
pn)p(hcd alummum planl in Dubai. In. .\ddnmn the .
‘Indian slntc of M.lharaﬁlur.n is ‘acgotiating for St o 2
blll:on in equity investment from the UAE for the ’
miinufacture and ‘exportof 0il rigs'and for cstablish-
ing other oil-based equipment industrics. There isalso - ' ~

an Indian proposal for the UAE to'set up 2 200.000- : _— )

b/d oil refinery on India’s west coast. Under the - . - s e
proposazl. the UAE would Tinance the refiners, supply - . -
it with crude. and import the refined pnxlu(.ls.- . -




