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This paper examines the relationship dynamics of three South Asian land-
locked states (LLS), Bhutan, Nepal, and Afghanistan, with the USA, China,
and India. Our focal objective is to identify and comprehend the challenges
these three landlocked countries face in maintaining a strategic balance with
these powers. The pivotal geographical position of the three LLS makes them
critically important for major powers. Our analysis reveals that the strategic
interests of the US and India in countering China’s growing engagement in
South Asia are creating a complex and competitive dynamic relationship
among them. This competing power play has significant implications for the
ties between the three landlocked countries and these powers. The paper also
identifies long-standing unresolved border disagreements and security con-
cerns at the state-to-state level as other factors impacting their relations. On
top of that, the domestic economic and political features within LLS influence
the patterns of their interactions with the major powers. The analysis high-
lights the challenges LLS face in balancing relations with the three major
powers and proposes specific areas where cooperation is possible. The paper
provides fresh insights into South Asian foreign relations, offering important
perspectives for policymakers and researchers working on LLS.
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1. Introduction

Bhutan, Afghanistan, and Nepal are the three strategically vital smaller landlocked
South Asian states (LLS). They are gaining increasing importance in the regional geo-
political landscape, particularly in the context of the interactions and agendas of the US,
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China, and India. Their strategic location, security dynamics, and economic potential
contribute to their growing significance to the regional and global powers. For example,
China, the globe’s largest economic power after the US, has direct borders with three
LLS. Due to such proximity, these countries are significant regarding border security
aspects for China's national and international security management. Today, China posi-
tions itself as the leading trading ally and investor for South Asian nations like Afghani-
stan, Bangladesh, Nepal, and Sri Lanka. Rahman (2014) indicates that China's soft
power strategy towards South Asia focuses on economic expansion, security stability,
regional harmony, peace, and development.

On the other hand, India, the region's most powerful nation both militarily and eco-
nomically, sees China's growing economic and diplomatic footholds under the Belt and
Road Initiative (BRI) in its neighboring countries as a security threat and a challenge to its
regional dominance. So, to lessen the Chinese effect, India has been trying to strengthen
its relations with neighbors through strategies like the 'Neighborhood First' and
'SAGAR' (Security and Growth for All in the Region). The US, on the flip side, views
China as its main rival and holds key interests in South Asia, including addressing secu-
rity concerns, limiting China's influence, and advancing partnerships through coalitions
and trade (Khizar and Hassan 2024). Since strategic tug-of-competition between Beijing
and Washington has intensified, India aims to broaden its geopolitical ambitions by
cashing in on the China-US rivalry. To achieve this, India supports the so-called US's
rule-based Indo-Pacific governance through collaboration within the ‘QUAD’ frame-
work and strengthened defense partnership (Schleich 2020).

Therefore, countries in the Indian subcontinent are struggling to balance their rela-
tions with Washington, New Delhi, and Beijing amidst the complex and multifaceted
strategic competition among the three powers. For example, border concerns between
Bhutan and China are interwoven with long-standing tensions between India and China
over their shared border (Bhonsale 2020; Shekhawat 2021). Despite being in a favora-
ble geostrategic position, sharing borders with two top global economies in the aspira-
tion age of the Asian century, Bhutan faces compulsion due to ongoing tensions be-
tween Delhi and Beijing (Ethirajan 2023). Bhutan is often described as ‘sandwiched’
between its two neighboring countries (Subhash 2018). As things stand, Bhutan is mak-
ing efforts to develop stable relations with China while avoiding strain on its relation-
ship with India.

In the same vein, Nepal's place between India and China poses both advantages and
disadvantages. Both China and India have extensively invested in Nepal (Lama 2023).
Nepal seeks to maintain “equi-proximity” ties with its two neighbors (Sharma 2022).
Acharya (2023) cautions that pitting neighbors against each other could endanger
Nepal's national interests. Like elsewhere, the US's prime objective in Nepal is to fend
off Beijing's influence. The divergent strategic priorities of China, the US, and India
have pushed Kathmandu into a tougher balancing act.

The extension of the China-Pakistan Economic Corridor (CPEC) into Afghanistan
reflects Afghanistan's desire to leverage China's massive infrastructure investment.
While India's previous relationship with the Taliban leaves Afghanistan with a credible
alternative to China, its calculative diplomatic outreach to Taliban 2.0 also signals that
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India is not going to hand over the power vacuum to China completely. However, Af-
ghanistan's uneasy relations with Pakistan and Iran may impact its relations with China.
Afghanistan's strategic location in Asia has made it a significant area of interest for In-
dia and China. India and China are adapting country-specific regional political and eco-
nomic strategies in response to South Asia's complex geopolitical landscape and a mix
of traditional and non-traditional security issues (Akhter and Yuan 2020).

South Asian geopolitics today reflects changing alliances, increased economic en-
gagement with China, and heightened nationalist sentiments. The region is shifting to-
ward a multipolar system in which smaller states have more choices, many of which
favor China as a more benevolent and less interfering ally than India. Thus, India’s
strong allies, such as Bhutan and Nepal, are also stepping towards China (Lego 2025).
This paper utilizes a qualitative—descriptive approach for its analysis. It closely exam-
ines the dynamics of relations between three South Asian LLS and three global powers.
The paper sets its aims to analyze the three LLS’s challenges associated with maintain-
ing balanced relations with major powers and identify potential avenues for cooperation
with these states.

2. Bhutan: Delicate Journey of Achieving Balance

Bhutan is an inland country nestled in the Eastern Himalayas, and has a glorious car-
bon-neutral country status. Historically, it has shared close ties with India and has been
deeply influenced by Indian culture, politics, and development assistance. In recent
years, however, Bhutan has sought to balance its foreign relations by engaging with
other countries, including the United States and China. India's influence in Bhutan is
primarily due to geopolitical proximity, cultural affinity, and historical ties. India pro-
vides Bhutan with significant financial and technical assistance, as well as support for
infrastructure development.The very foundation of India-Bhutan relations is the historic
India-Bhutan Treaty of Friendship of 1949. This treaty establishes India as a consulta-
tive state for Bhutan on matters relating to external and security issues, while respecting
Bhutan's sovereignty and refraining from interfering in the country's internal affairs.
The exports from Bhutan to India constituted an average of 86.5 % of its overall ex-
ports, while India contained an average of 79 % of the total Bhutan's imports from 1981
to 2001 (Choden 2004). This statistic evidently highlights the strong economic depend-
ence of Bhutan on India. India, on the other hand, is the largest importer of Bhutan's
hydroelectricity. India imports between 5,000 and 5,000 million megawatt-hours per
year (Times of India 2017). However, Thimphu has expressed concern over its Indian
debt of INR118.77 billion (2016-2017) that is largely owing to the development of hy-
dro-power entities (Ranjan 2019). Bhutan’s recent bid to tie with China stems from its
interest in accessing China’s expanding economic opportunities (Shivamurthy 2022).
Although Bhutan enjoyed certain flexibility to pursue its foreign policy without India's
counsel and guidance under the 2007 Indo-Bhutan treaty, it maintained warm ties with
India because of Delhi's influence over Bhutan's diplomacy, defense, and economy (Dorji
etal 2021).

Bhutan also shares a border with China and has a deep-rooted religious-cultural en-
gagement with Tibet, but it is China's only neighbor without official diplomatic ties.
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Nevertheless, economic and commercial ties between the two nations are minimal, and
their shared border is still closed (Mathou 2004). The ties between China and Bhutan
have experienced variations due to different events, including the Tibetan issue, bound-
ary negotiations, and the Sino-Indian War. However, relations have started to normalize
since the 1980s. China is eager to settle its border issue with Bhutan, and the two parties
have officially met 24 times in boundary dialogues since 1984 and agreed on a 'Three-
Step Roadmap' resolution. The two nations ‘Agreement on Maintenance of Peace and
Tranquility in Bhutan-China Border Areas’ was a major development in their bilateral
relationship. This is one of the Bhutan’s significant bilateral accords. Bhutan's non-
deployment of soldiers following the Doklam stalemate and Bhutan's Prime Minister
Tshering's remarks on the border discussion, that China-Bhutan has no significant bor-
der issues, only certain areas remain to be demarcated (Haidar 2023), signal Bhutan's
current China policy. Again, Tshering asserted that the Doklam matter should be settled
through the collaboration between the three countries. This perspective was taken by
certain individuals in New Delhi as an endorsement of Chinese claims on the area. Fur-
thermore, Bhutanese analyst W. Sangey suggests that Bhutan should pursue a strategy
to develop a parallel import pathway, hence decreasing Bhutan’s heavy reliance on In-
dia (Malhotra 2023; Ethirajan 2023). Bhutan's silence on the Doklam boundary issue
suggests that it is not a matter of its crucial interest. Bhutan is now trying to take inde-
pendent steps to engage with China on its own terms (Menon and Kanisetti 2018). Bhu-
tan consciously employed a silence approach on Doklam incident to avoid potential
encounters with both powers. Consequently, due to its responsible position, a state of
equilibrium was maintained between the two powers (Kaul 2022). Bhutan also stands
on the ‘One China’ principle and stays away from any actions which may potentially
upset China. These findings further underscore Bhutanese efforts to carry out a hedging
strategy. Bhutan's current orientation toward China may be partly driven by lingering
concerns related to India's defeat in the 1962 war. Acknowledging Beijing’s rapid
growth in economic and military strength, Bhutan likely approaches its relations with
China cautiously to protect its interests and steer clear of risks arising from strategic
competition. It is worth noting that China is Bhutan's sixth-largest import market, de-
spite the absence of formal diplomatic relations between the two neighbors (Talukdar
2013). Still, according to political analysts, the unresolved boundary issue between
China, India, and Bhutan is a major factor influencing trilateral cooperation. Therefore,
it is crucial to recognize India as a significant factor when analyzing Bhutan's relations
with China. The interactions and ties between China and India, as well as between Chi-
na and Bhutan, are in fact complex and tangled (Dorji et al. 2021). Indian factors, un-
doubtedly, continue to play an important role in shaping Bhutan's China policy.

In recent years, the United States and Bhutan have steadily strengthened their coop-
eration, despite not having official diplomatic relations. The United States has provided
Bhutan with development aid assistance in areas such as education, healthcare, and oth-
ers (Kumar 2025). In 2019, J. Sullivan, the then US Deputy Secretary of State, visited
Bhutan, marking the highest-level American diplomatic visit to the country in two dec-
ades. Mike Pompeo's statement on Bhutan as a key partner in “advancing a rules-based
Indo-Pacific” (The Economic Times 2019) underlines the US's interest in the country.
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More precisely, the US's strategic attention in Bhutan is primarily due to its position
between India and China. Hence, this engagement can also be seen as part of its track-
ing of China’s rise. Bhutan's relationship with India remains its strongest and most in-
fluential. Bhutan's engagement with the United States and its cautious approach to Chi-
na, however, reflect its desire to balance its relationship and diversify its foreign policy
options. Historical ties, geo-economic considerations, and the broader context of re-
gional geopolitics shape the dynamics of US-China-India relations in Bhutan.

3. Afghanistan: The Shared Interests and Dilemma

Afghanistan, another strategically important South Asian country, can serve as a poten-
tial doorway to Greater Central Asia and is the site of some of the world's rare mineral
resources. The interaction of the US, China, and India in Afghanistan involves a mix of
cooperation, competition, and differing interests. Over the years, Afghanistan has been
featured on the front page of newspapers due to its unstable political conditions, terror-
ism and extremist activities, invasion, Civil War, and status as a theater of major power
contestation. Afghanistan went through the Soviet-Afghan War (1979-1989) and the
US war in Afghanistan (2001-2021), both of which influenced and impacted its politi-
cal trajectory. It is unique in this respect since it has also witnessed both communist and
radical religious governance. Besides their respective geopolitical and economic mo-
tives, the US, China, and India hold a shared objective in Afghanistan, namely to com-
bat terrorism and keep Afghanistan away from terrorist organizations as a safer home.
The US, China, and India are all fearful of the possible spillover consequences of Af-
ghanistan's terrorism in the border region.

Afghanistan was passive to US policies until the onset of the Cold War. The US
prioritized Afghanistan during the Cold War out of concern that the expansionist Soviet
Union would conquer Afghanistan and advance south to the Arabian Peninsula. The
Cold War facilitated the receipt of almost US$1 billion in financial assistance for Kabul
from both giants. Both the Soviet Union and the US constructed modern transport infra-
structure in Afghanistan. A substantial portion of military men pursued their education
and training at military colleges in both the USSR and the US. However, political
scholars believe that the US strategy performed a major part in turning Afghanistan into
a Soviet Union ally. The Soviet Union's substantial financial aid compared to the US
during 1955 and 1965, and the US's almost negligible support between 1965 and 1973,
led to Afghanistan's alignment with the Soviet Union (Rubin 1996; Emadi 1997; cited
in Jabeen et al. 2010). After Soviet invasion in 1979, the US realized the threat of a
communist control in Afghanistan. The US President, Jimmy Carter, warned Soviet
President Brezhnev to leave Afghanistan or suffer repercussions. The US utilized Paki-
stan to contest the Soviets in Afghan land up until the Soviet withdrawal in 1989. The
USA provided military supplies to Soviet opposition groups (Mujahideen and other re-
sistance groups) through Pakistan without being involved directly. In 1981, the US gov-
ernment funded a $3.2 billion military assistance program aimed at providing support to
Pakistan in its efforts to back the Afghan resistance movement. The United States
sought to circumvent an open war with the Soviet Union and hence embraced a strategy
of clandestine assistance to resistance movements. American and Pakistani intelligence
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agencies, the CIA and ISI, supplied a majority of arms to the Mujahideen (Jabeen et al.
2010).

The US involvement in Afghanistan declined again following the Soviet withdraw-
al. The post-war conflict among various resistance groups stemming from disagree-
ments over power sharing led to the onset of a civil war in Afghanistan. After a long
power struggle between internal power groups, the Taliban, a radical religious group,
took political control for the first time in 1996. Initially, the US views the Taliban as an
agent to establish order in Afghanistan and the region, aiming to facilitate the building
of an oil pipeline. However, for a number of reasons, the United States quickly shifted
its approach to the Taliban. In 1998, the founder of Al-Qaeda, Osama bin Laden, was
accused of bombing US embassies in Kenya and Tanzania. The US also accused the
Taliban of harboring Al-Qaeda camps and other terrorists in Afghanistan. In response,
the US fired a long-range missile towards alleged Al-Qaeda bases in Afghanistan.
When the Taliban refused to extradite the Al-Qaeda chief, the USA persuaded the UNO
to enforce economic sanctions on Afghanistan. The US employed multiple strategies to
depose the Taliban over the years, but was unsuccessful. In retaliation for the 9/11 trag-
edy and the failed diplomatic endeavor to ensure bin Laden's surrender, the prime ac-
cused of the terrorist attack, the US, launched a joint military operation in Afghanistan
in the name of the war on terrorism. Within a month of operation, US coalition forces
succeeded in dethroning the Taliban and establishing a pro-western government in Af-
ghanistan. However, the US fought a tough and lengthy war against Taliban fighters in
Afghanistan for the next 20 years and withdrew in 2021 after negotiating with the Tali-
ban. The Taliban 2.0 regime was established after the US withdrawal. The US and So-
viet war fates in Afghanistan were similar in nature. More precisely, the US has en-
countered substantial expenses in its efforts to perpetually immobilize Al Qaeda and its
associates. In the war on terror, the US has reportedly lost 6,874 lives and spent US$4.4
trillion (Goepner 2016). Several political scholars have argued that the US's wars on
terror have had limited effectiveness, while the USA and the West as a whole are alleg-
edly plundering ‘Just War’ discourses to justify their action in Afghanistan and the ap-
plication of aggression in the Global War on Terror campaign (Connah 2021). The US's
military campaign in Afghanistan has been perceived as a comprehensive defeat. The
defeat is also a defeat for NATO and the European Union (Bobkin 2022). Nevertheless,
according to some, the US withdrawal from Afghanistan is part of Joe Biden's foreign
affairs approach: (1) using military power sparingly; (2) restricting the US's military
actions solely to safeguarding crucial national interests; and (3) concentrating US policy
more on the Indo-Pacific region. Yet, some scholars believe that withdrawal from Af-
ghanistan will give America more space to focus on China (Vinjamuri 2022; The Wall
Street Journal 2021).

Afghanistan, one of China's neighbors, had not received adequate attention in Chi-
nese foreign policy until the 2000s. China's involvement in Afghan affairs, particularly
on the political spectrum, was limited. Except a few regional conferences and discus-
sions, China's relationship with Afghanistan before 2018 was primarily economic. Chi-
na's primary concern in its relationship with the Taliban/Afghanistan has always been
security. The internal stability of Xinjiang is China's principal security issue regarding
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Afghanistan. The Chinese government remained concerned about the presence of ethnic
Uighur insurgents on Afghan soil. China was especially apprehensive about the East
Turkestan Islamic Movement (ETIM). Nonetheless, Chinese concerns also include mili-
tant and radical extremists to utilize Afghanistan as a stronghold, which could expand to
other states in the region and threaten Chinese investments and citizens (Zhao 2013;
Szczudlik-Tatar 2014; Zhou et al. 2022). The China-Afghanistan relationship has been
developing since 2001. China holds the title of being the primary foreign investor in
Afghanistan. It secured the deal for oil exploration in the Amu Darya basin, developed
the Mes Aynak copper field in Logar, and constructed extensive railway infrastructure
(Pandey 2019). However, the US's withdrawal from Afghanistan has culminated in a
natural expansion of neighboring countries' influence and related liabilities. Thus, the
withdrawal and the Taliban's ascend to authority shifted China's approach to Afghani-
stan in different ways. The growing Chinese engagement in the security, economic, and
humanitarian spheres in Afghanistan has led to both possibilities and challenges for its
interests there and beyond (Marvoti ef al. 2022; Zhou et al. 2022). China has become
the first nation to approve the Taliban 2.0's chosen representative as Afghanistan's dip-
lomat to Beijing (Ghosh 2023).

The ‘Afghan-led and Afghan-owned’ notion of China's new approach to Afghani-
stan recognizes the country's autonomy, sovereignty, territorial stability, and people-
selected developmental pathway. China places importance on the principle of non-
interference from both sides (Szczudlik-Tatar 2014). Beijing recognizes the necessity of
engaging with the ruling administration, regardless of its composition, in order to obtain
the necessary protection it needs. Wang Wenbin, the Foreign Ministry Spokesperson,
stated China's stance on Afghanistan is unwavering and consistent. China urges Af-
ghanistan to actively respond to international apprehensions and calls for collaborative
efforts in reconstruction, development, and combating terrorist threats, thereby fostering
“regional peace, stability, and prosperity” (Ministry of Foreign Affairs PRC 2024).

Its current Afghanistan policy and relationship with the Taliban are guided by the
aforementioned policy directives. A recent remark by the Taliban spokesman, citing
China as their principal partner, and the appointment of a Chinese ambassador to Af-
ghanistan imply a growing collaboration between the two nations. However, to safe-
guard its investment ventures in Afghanistan and the neighboring regions, China needs
assurance that the Taliban will actively contribute to the necessary stability (Jami et al.
2021).

Afghanistan and India have had historic, socio-cultural, and civilizational ties since
before their independence. Thus, India maintained strong ambassadorial ties with all
Afghan administrations, from Zahir Shah to those that assumed power following the
Soviet intervention. This continued until the establishment of the first regime of the Tal-
iban. Indian policy and relations with Afghanistan, however, have always been influ-
enced by its mutual animosity with Pakistan and security concerns. For instance, India
maintained good relations with Soviet-backed regimes in Afghanistan and overlooked
the Soviet invasion because it worried a Mujahedeen triumph would give Pakistan geo-
political clout in Afghanistan. Due to the strained bilateral relations between India and
Pakistan, India decided to extend support to the adversaries of Pakistan, thereby align-
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ing itself with the ruling groups in Kabul that were supported by the Soviet Union (Rais
1993; Sharma 2011; Pant 2012). Although India was the leading proponent of a non-
alignment strategy at the time, the US's proximity and aid assistance to Pakistan also
influenced to the development of this policy for maintaining the balance of power.
However, following the Soviet withdrawal and the Taliban's subsequent rise to power,
India's strategy underwent a complete reversal. India accused the Taliban and Pakistan's
military and ISI of sheltering anti-Indian extremist groups like Lashkar-e-Taiba and
Jaish-e-Mohammed to destabilize India and Kashmir, and broke all ties with the Tali-
ban. In addition, India's mistrust of the Taliban was reinforced by the 1999 Indian Air-
lines hijacking episode and the Taliban's position on India-administered Kashmir. India-
Afghanistan ties during the Talibanl.0 regime are seen as a dark episode in their rela-
tionship's history. India's antipathy towards the Taliban continued until September 11,
2001 (Paliwal 2015; Price 2013). The US-led ISAF's military takeover of Afghanistan
in 2001 and the collapse of the Taliban rule offered India an opportunity to resume rela-
tions with Afghanistan. Since then, India has followed a soft power policy characterized
by non-armed, non-forceful, and cooperative approaches in its dealings with Afghani-
stan. The soft power strategy includes and emphasizes financial assistance, humanitari-
an efforts, capacity building, and institutional ties. India's post-Talibanl.0 strategy pri-
oritizes blocking an Islamist government that could aid Pakistani and Kashmiri radicals
over promoting a Delhi-friendly government (Ahmad 2022; Price 2013).

To pursue these objectives, India supported Afghanistan's full SAARC membership
and became the principal regional aid contributor to Afghanistan in the post-Taliban1.0
era. By late 2021, India’s investment in development and reconstruction initiatives in
Afghanistan reached roughly $3 billion (Chandra 2007; Ganaie and Ganaie 2022). After
the US exit and the Taliban's regained to authority, it is anticipated that India's interests
will once again be at risk, similar to the Taliban's first administration, and that India
may return to its previous policy. But developments went in another direction. The reso-
lution passed during India's presidency at the UNO Security Council, which recognizes
the Taliban as a pivotal actor, signals that India seeks to keep its engagement with the
Taliban (Roy 2021). India supplied 6,500 MT of wheat to Afghanistan during food
shortages following the Taliban's takeover. Delhi allocated Rs. 200 crores for Afghani-
stan's aid in the 2022/23 budget. In reaction to Delhi's humanitarian aid, the Afghan
ambassador to India, Farid Mamundzay, stated that India is not withdrawing assistance
despite the Taliban taking power (Haider 2022; Laskar 2022). The resumption of India's
Embassy in Kabul, after a one-year suspension, is widely seen as a significant step
aimed at establishing communication with the Taliban and securing India's very exist-
ence in Afghanistan. Pakistan sees India's outreach to the Taliban as tactical and be-
lieves a total disengagement from Kabul will increase its insecurity. India wants to capi-
talize on Afghanistan-Pakistan border tensions. Pakistan suspects that improved ties
between India and the Taliban might lead Delhi to use Afghan territory against Islama-
bad. Pakistani academics argued that aiding the TTP's anti-Pakistan acts might enable
India to undermine Pakistan and distract Islamabad from Afghanistan (Farooq 2022).
However, the changing Indian policy to the Taliban can also be interpreted in regard to
contemporary China-India competition and regional security concerns.
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Beijing has indicated that it is looking at dealing with the Taliban, even though it
does not recognize the current government yet. New Delhi is worried that the space left
behind by America may potentially be occupied by China (Sharma 2022). Kaura (2020)
believes the rising Chinese footprint in Afghanistan via BRI has the capacity to com-
promise the US and India's geopolitical interests in Afghanistan. The promising future
for China, Russia, Iran, and Pakistan in Afghanistan, consequently, would put the US
and India in an opposite position (Hussain 2020). However, India is currently adopting
a circumspect stance to avoid raising Western doubts that it might formally recognize
the Taliban government. On the contrary, it is advised that the US’s Afghanistan strate-
gy should not be based on its rivalry with China (Felbab-Brown 2020). However,
Trump's plan to reclaim Bagram air base, which would enable the US to monitor China
from Afghanistan, underscores America's strategic interest in containing China in the
region.

Despite the Taliban's efforts to balance power, such as agreeing to extend the CPEC
and professing an intention to establish good relations with India, they will experience a
range of challenges in the near future. The challenges include security concerns, border
tensions between Afghanistan and Pakistan and the regional and global dynamics of
US-India-China and Pakistan- India relations. However, for many optimists, China's
closeness to Afghanistan, its historical non-intervention in Afghan domestic issues, and
its strategic influence over Pakistan are some of the variables that could potentially con-
tribute to Afghanistan's ability to overcome its long-standing vulnerabilities (Pandey
2019). Overall, a combination of common interests, strategic competition, and diverg-
ing priorities shapes the dynamics of US-China-India relations in Afghanistan. The fu-
ture of these dynamics will depend on the development of the situation in Afghanistan
and the actions and policies pursued by each nation.

4. Nepal: Puzzling on Geopolitical Balancing Acts

Nepal is considered a buffer state between China and India. Nepal’s geo-strategic bene-
fits dwells in maintaining amicable ties with its two neighbors and strengthening rela-
tions with the wider international community (Bhattarai 2005). Both India and China
have a common matter of attention regarding their territorial security associated with
Nepal. Each country is apprehensive that this politically vulnerable territory could be
exploited in ways that may undermine its national interests (Nepal 2021). Nepal shares
a border with the Tibet Autonomous Region (TAR), and TAR is a key consideration
that influences China's approach to South Asia. Therefore, both countries strive to keep
Nepal in their security observation.

India's extensive influence in Nepal can be attributed to several factors. A few of
them are Nepal's landlocked status, shared cultural and religious affinities, exclusive
trade, and the 1950 treaty between the two countries. Nepal has always been part of
India's security posture. India has been involved in many of Nepal's development ef-
forts. It helps improve Nepal's connectivity, energy supply, and critical infrastructure.
The connection between Nepal and China, on the other hand, dates back to ancient
times. The two neighbors officially established their diplomatic relations in 1955 (Dahal
2019). The partnership between China and Nepal has undergone significant improve-
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ment since 2015. China's entry with the BRI in the Himalayan region has brought a
sharp rise in Chinese investment in Nepal. China has become a major development
partner for Nepal and is actively participating in infrastructure projects, trade, and in-
vestment. Between 2015 and 2017, China emerged as the top foreign direct investor in
Nepal. Similarly, military collaboration between Nepal and China is gaining traction
(Sahoo 2024). China and Nepal launched their inaugural joint military drill, named
“Sagarmatha Friendship” 2017 (Zongyi 2017). Following a significant downturn in its
relationship with India after 2015, Nepal has begun to diversify its trade, actively seek-
ing new economic partnerships with China.

During the Maoist rule in Nepal, there was a deliberate effort to offset India's sig-
nificant influence by inviting China to assume a more prominent role. Pushpa Kamal
Dahal made China his first international visit after becoming Prime Minister. Indian
observers feared that Prime Minister Prachanda's trip to China suggested a shift in the
regional power dynamics favoring China. Indian media interpreted the Maoists' strategy
of balancing relations with Beijing as the termination of the “Special India-Nepal rela-
tionship”. Likewise, the CPN (UML) under Madhav Kumar Bhattarai’s and Regmi’s
governments faced opposition criticism, being labeled as pro-Indian due to signing
agreement like ‘BIPPA’ (Kandel 2024). These influences and internal political mecha-
nisms disclose that Nepalese foreign policies are shaped by the regime's preferences
(Bao 2021). It is commonly perceived that democratic forces tend to receive backing
and sponsorship from the India and West, whereas socialist/ leftists parties are backed
by China. China has indeed provided extensive support to leftist regimes since rise to
power. However, it is essential to recognize that, prior to this, China maintained a
strong relationship with Nepal's monarch. For instance, between 1970 and 1989, China
funded 42 different projects in Nepal through outright grants, which supported the con-
struction of roads, factories, and other essential structures (Garver 1991; cited in Johny
2024).

Nepal has faced four blockades from India: 1970 and 1989 owing to Chinese affili-
ation, and 1990 due to discontent with Nepal's new constitution and an unofficial finan-
cial blockade of 2015. Nepal's growing political and economic alignment with China
has become a major point of discussion and analysis within Indian policy and academic
circles. India traditionally views Nepal as a territory within its sphere of influence. Any
ambitious initiative from Nepal that has ties to China is typically viewed with suspicion
by India. India worries about China's position in Nepal and the Himalayas. India per-
ceives the growing Sino-Nepalese cooperation as a direct threat to its ‘interests in Ne-
pal’. Politicians, traditional security forces, and scholars in India have “China phobia”.
They oppose a Marxist union in Nepal because they see it as a means for China to
spread its influence. India's top priority is to keep Nepal away from Chinese foot trails.
China, on the other hand, is much concern about stopping Tibetan anti- China activities
in Nepalese territory. China wants a politically stable and cohesive Nepal and is inter-
ested in trade expansion via TAR (Neupane 2022).

In a shift in foreign policy, Nepal has adopted a ‘hedging’ strategy toward both of
its powerful neighbors. A key motivation is to secure alternative economic and infra-
structure development and to reduce over-dependency and domination of India. Nepal
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seeks infrastructure and economic growth through Chinese investments such as the
BRI, aiming to navigate its geopolitical constraints (Johny 2024). But some Indian offi-
cials, like former Ambassador Krishna V. Rajan, and scholars like Prof. B. C. Upreti,
view it as a political tactic, suggesting Nepali political parties uses anti-India rhetoric
and the ‘China card’ for political gain. However, Kumar (2020), argues the India-Nepal
relation deterioration is largely ‘self-inflicted’ by India's flawed political decisions and
‘short-sighted policy” towards its neighbors. An illustration of this is the 2015 fuel cri-
sis, when India's blockade of oil supplies, despite assurances, led to a serious shortage
in Nepal. Such policy stance has contributed to a growth in public resentment towards
India in Nepal. On the other side, China's subsequent positive intervention, providing
free fuel and signing a historic oil agreement, broke India's monopoly and directly ena-
bled Nepal's energy diversification, significantly reducing a key point of Indian influ-
ence. Support and opposition to the US's MCC accord and Chinese BRI can be under-
stood from dynamics of influenced Nepalese politics by the external actors. Nepal, be-
tween two powers vying for global influence, is seen as having the prospect to take ad-
vantage of the situation and become a significant frontline for the strategic contest
between emerging China and cautious India (Bhattacharya 2009).

On the other hand, the US and Nepal have a history of cooperation in various sec-
tors, including development assistance, trade, and people-to-people exchanges. The US
has been one of the largest donors of development aid to Nepal and has provided tax
exemptions to certain Nepali products for the US marketplace under the Generalized
System of Preferences (GSP) program. The US Agency for International Development
(USAID) has been active in Nepal, and is implementing several programs aimed at sup-
porting economic growth and reducing poverty. Nepal's importance to the US is mainly
due to its geographical position. In the context of changing global power dynamics,
the US views rising China as its prime geopolitical competitor; thus, it is normal for the
US to make efforts to increase its influence over China's neighbors. Many consider the
Millennium Challenge Corporation's (MCC) grant to Nepal as a counter to China's BRI.
In Nepal, political groups have questioned the objectives of the MCC, alleging that it is
a component of the US's IPS (Indo-Pacific Strategy) and poses a threat to Nepalese sov-
ereignty and security. Following a sequence of public demonstrations, contentious de-
bates, and political unrest, the parliament of Nepal eventually ratified the Millennium
Challenge Corporation (MCC) compact (Al Jazeera 2022; Global Times 2022). Alt-
hough the US does not have the same level of influence as China and India in Nepal,
MCC's approval demonstrated that the USA is still in the game. For China, the US — not
India — is the primary concern regarding other powers using Nepal to undermine its
strategic objectives. China's security specialists believe the US employs Nepal to encir-
cle China (Wolfe 2006).

5. Three LLS Challenges to Balance Relations with these three Powers

Based on the above discussion, this paper has identified several present and future chal-

lenges that the three LLSs encounter in balancing their relationships with the three ma-

jor powers. The challenges can be summarized as follows:

1. The nature of the power balance between the three LLS and the three global powers
is largely determined by the regional and global strategic competition sets. The
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worsening relations between the US and China, as well as China and India, gener-
ate critical tests for the LLS in maintaining a balanced approach. However, if com-
petition among these powers remains without significant confrontations, it provides
some relief for the LLS to preserve easier interactions. Staying neutral in contested
global power game events and avoiding unnecessary clashes of interstate interests
while engaging in mature diplomatic contacts to address differences in mutual opin-
ions could serve as political strategies to avoid being caught in the crossfire of stra-
tegic competition.

2. Border negotiations between Bhutan and China are a significant strategic worry for
India. Any settlement in that case India views unfavorably, as it perceives its secu-
rity being undermined in the long run, and diminishes its influence and domination
in the kingdom. The entry of the US into Bhutan-China-India relations could dis-
tract the efforts to maintain a balanced line. All depends on how Bhutan efficiently
manages its balanced relations with its two giant neighbors in the days to come.

3. India keeps a skeptical eye on any of Nepal’s partnerships with China. It is because
of India's perceived China phobia. This may have contributed to India's harsh poli-
cies, including economic embargos on Nepal. Internal political divisions of Nepal
over international engagement may impact its development initiatives and govern-
ance. US efforts to expand influence in Nepal to counter China’s engagement fur-
ther complicate the political landscape. By pursuing a cautious strategy of political
engagement, combined with a focus on economic diplomacy and the institutionali-
zation of democratic norms in domestic and foreign affairs, Nepal can work to
maintain balanced relations with these major powers.

4. The Taliban's desire for a robust relationship with China could be undermined by
their volatile relations with Pakistan and Iran. Furthermore, the US may perceive a
strengthening of the Taliban's relationship with China as contradictory to its vision
for Central Asia. Similarly, Pakistan may be displeased by India's closeness to the
Taliban. The Taliban's failure to fulfill security commitments and prevent Afghani-
stan from becoming a haven for extremists could prompt the three competing coun-
tries to adopt an assertive and exclusionary stance. Kabul's active communications
and exchanges could become effective mechanisms for maintaining stable relations
with the US. At the same time, Chinese investment could contribute to achieving
development goals without relying on conditional loans from international lenders.
Thus, the current relationship scenario represents a historic opportunity for war-torn
Afghanistan to advance its national interests.

5. Policy inconsistency, political instability, disunity, and lack of consensus on princi-
ples of external interaction, and the inability to effectively leverage strategic influ-
ence, pose serious challenges, particularly for Nepal and Afghanistan, in achieving
balance in relations with competing powers. The new US approach to Asia, aimed
at countering China's influence and, to some extent, India's participation in US
strategies, further thwarts this balancing act.

These points emphasize the need to develop individual strategies to address the chal-

lenges specific to each country and achieve balanced relations. Wise leadership and

carefully executing adapted strategies, considering the international political circum-
stances, are crucial in this regard.
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6. Relations with China, the USA and India: Potential Areas for Cooperation for
Three LLS

Despite the challenges encountered in maintaining balanced relations with competing
powers, this paper proposes particular areas in which the three LLS have the potential to
develop cooperation within the framework of their interactions. The key areas of coop-
eration are as follows:

e Human resource development is one domain where the three LLS can benefit
from China, the USA, and India. Through bilateral/ trilateral agreements, authorities can
promote and foster academic interactions and partnerships between educational institu-
tions. This collaboration would provide access to advanced knowledge and skills, al-
lowing these countries to meet the local demand for professional experts in various
fields.

e Infrastructure and hydropower development cooperation and tourism are areas in
which Nepal and Bhutan may collaborate with China, the US, and India to achieve na-
tional goals. Nepal and Bhutan can create an investment-friendly structure that is com-
petitive and transparent in these areas to attract investors from China, the US, and India.
The countries can formulate the policy like different baskets with different fruits to en-
sure the multiplicity of investments.

o All three LLS can equally leverage China, India, and the US to address their se-
curity concerns in the region. In the case of Afghanistan, a joint security framework
involving these three parties could be established. Such a framework would not only
ensure the security of Afghanistan but also help alleviate and manage the security anx-
ieties of these nations, especially for India and China.

e Investments from the three powers can help the landlocked countries overcome
their geographic constraints, improving connectivity and supporting trade, commerce,
and industrial growth. Such integration could significantly advance their economic de-
velopment.

e The three LLS, thanks to their strategic locations, can use their positions as buff-
er states to promote peace, stability, and prosperity in the region. Developing positive
relations between China and India is crucial for South Asia’s prosperity. This can help
minimize the risk of their tense relations being exploited by others.

e Cultural exchanges and people-to-people interactions are practical ways that can
help these countries better understand each other and build trust in their partnerships.
The three LLS can actively participate in regional dialogues and initiatives led by India
and China. Engaging in such multilateral activities enables them to foster balanced rela-
tions with their neighbors and contribute to regional stability and growth.

7. Concluding Remarks

Balanced and healthy relations between states bring mutual benefits. In the era of glob-
alization, interstate cooperation is not only essential but also indispensable. Each state
strives to achieve its national goals and, therefore, cooperates with other states to ad-
dress its limitations and inadequacies. Consequently, clashes of interest and conflicts
are commonplace in international relations and politics. From the strategic point of
view, the three South Asian LLSs have become crucial for major regional and global
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powers. However, with rising strategic competition and other geopolitical postures, the
LLS face a critical challenge in balancing their relations with competing global and re-
gional powers. These three countries have significant opportunities to leverage their
geostrategic advantages and establish development partnerships with the three largest
global economies: China, the United States, and India. Any form of pragmatic and mu-
tually beneficial bilateral or trilateral collaboration, undoubtedly, has the potential to
accelerate the pace of national development and foster prosperity in these countries.
Similarly, failing to maintain balanced relations could leave them vulnerable to the
pressures of strategic competition. This type of situation can ultimately limit their pro-
spects and be seen as a missed opportunity to achieve their potential. Therefore, pursu-
ing well-planned foreign policy strategies can help address these challenges and main-
tain balanced relationships that protect their interests.
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