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Summary 

 India has enjoyed a cordial diplomatic relationship with Afghanistan. In the last two decades India has provided 

humanitarian and development assistance of over $3 billion to Afghanistan. In 2011, the two nations signed an 

agreement that helped enhance trade and bilateral ties further. In FY2020-21, India's exports to Afghanistan 

stood at $825 million, whereas imports were at $509 million. 

 In Mid-August 2021, Taliban entered Kabul following a withdrawal of the US troops. By September, Taliban 

completely captured Afghanistan and formally announced its interim government. Though the repercussions of 

Taliban rule in Afghanistan will have a very marginal impact on trade between the two nations, the impact on 

national security will be a major concern for India. 

1. India - Afghanistan Relations 

 India and Afghanistan have shared strong relationships based on historical and cultural links. The 

diplomatic relationship further strengthened in October 2011 with the signing of the Strategic 

Partnership Agreement (SPA). Under the SPA India provided assistance to Afghanistan to help 

rebuild the latter’s infrastructure, education institutions among others. India also provided duty free 

access to its market for supporting Afghanistan’s export. 

Commercial Relations 

 Total bilateral trade during FY2020-21 stood at $1.3 billion. During this period India 

exported $825 million and imported $509 million worth of goods to and from Afghanistan. 

 To ease the trade difficulties for transit via Pakistan, the Indian and Afghan government 

collaborated to launch a dedicated air freight corridor in June 2017. Since it’s launched, 

trade worth $216 million have been conducted so far. 

 Operationalization of the chabahar port in December 2017 further fortified the trade 

relationship between the two nations. In 2019, alone Afghanistan shipped around 700 

tonnes of agricultural and mineral products to India, demonstrating feasibility of the 

chabahar port as a potential trade transit route. 

Culture Relations 

 In 2007, the government of India and Afghanistan jointly established India-Afghanistan 

Fund, a trust fund to finance projects aimed at promoting Indo-Afghan relation through 

enhancement of cultural cooperation. 
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Infrastructure Development Assistance 

 Since 2001, India pledged and implemented development and reconstruction projects 

worth more than $3 billion to Afghanistan. India has built roads, dams, electricity 

transmission networks and substations, schools and most prominently, the Afghan 

Parliament. 

Humanitarian Assistance 

 To combat the impact of Covid-19, India has provided Afghanistan 75,000 tonnes of wheat 

and 0.5 million tablets of Hydroxy-chloroquine among other medicines. India also 

distributed 2,000 tonnes of pulses in 2018 to Afghanistan when the nation was hit by 

drought. 

Figure 1: India-Afghanistan Relation 

Source: Compiled by Global Strategic Advisory Department, Mizuho Bank Ltd. based on public sources 

2. Why India has invested in Afghanistan? 

 India provided assistance to the Northern Alliance that fought a defensive war against the Taliban 

regime and ultimately toppled the regime with the help from US troops in 2001. Since then, India 

has provided financial assistance to war torn Afghanistan mostly on humanitarian grounds. 

However, it can’t be denied totally that India didn’t have any strategic rationale for such monetary 

assistance. India in these past years have developed a strong soft power in Afghanistan that has 

helped it to led Afghanistan to sign a transit agreement with India and Iran to complement the 

chabahar port project. A strategic move by India to side-step Pakistan (which has denied its soil for 

use of trade by India) and take the land route to Afghanistan and Central Asia. Chabahar port is 

also the most important link to the International North-South Transport Corridor (INSTC1) which will 

connect India to Moscow.  

India’s friendly and non-interventionist approach with Afghanistan has enhanced its goodwill 

among the Afghan people. India did not deploy its military forces on ground for counterterror 

activities but relied upon the US and NATO for military operations against the Taliban, Al Qaeda 

and IS-K. This has allowed India to keep a check on Pakistan funded militant activities against India 

                                            
1 Highways and railways connecting Chabahar in Iran with Russia that will cut time taken by shipments between Europe and Central Asia markets 
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in the Afghan soil. However, India’s soft power strategy in Afghanistan to treat economic 

cooperation as a tool for geopolitics failed with the return of Taliban regime. A strategy debacle that 

India has now to reckon with.  

India had also kept an eye on the vast mineral wealth (estimated $1 trillion) of Afghanistan. Among 

these are the huge iron ore deposits in Hajigak. The neighboring areas of Shabashak and Dar-l-

Suf also have industrial sized deposits of coking coal – ideal conditions for metallurgy development. 

This combination is perfectly aligned with India’s aim to become a global steel manufacturing hub. 

In 2011, consortium of seven Indian companies led by Steel Authority of India (SAIL) won a $10.3 

billion deal to mine iron ore in Hajigak. However, the investment did not materialize yet owing to 

security issues. Nonetheless, the deal has still not be declared dead by India. 

Figure 2: Afghanistan Mineral Resources Location and Trade Land Route with India 

Source: Compiled by Global Strategic Advisory Department, Mizuho Bank Ltd. based on public sources 

3. Impact of Taliban Regime on India 

Absence of India's presence in Afghanistan erodes its soft power which have been built over the 

past decades, imperils its national security and impedes the trade relation and trade route via the 

chabahar port. India’s investment over the years in Afghanistan hasn’t put it in a position to 

manage these risks. 

National security 

 Afghanistan is going to emerge as a strong epicenter of terrorism. Militants groups Al 

Qaeda and Taliban are under the control or influence of Pakistan, which since its 

existence has engaged in creating problems for India using terrorism. The present 

situation greatly favors the Pakistan Army and Inter-Services Intelligence (ISI, Pakistan’s 

intelligence wing). India should also worry that here could be a weapon upgrade with the 
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Pakistan Army and terrorist groups getting their hands on huge supplies of weapons 

including stinger missiles captured by the Taliban from the Afghan National Army which 

surrendered recently. Pakistan would try to leverage its stronghold in Afghanistan to 

intensify its proxy war against India, primarily by targeting Kashmir. History might repeat 

as it was three decades ago, when Islamist militants turned their attention to Kashmir after 

the Soviet Union retreat from Afghanistan. Taking cognizance of such probable future 

events, India held a high level internal security meeting on 09 September 2021 (first time 

since the Taliban came to power) to discuss issues pertaining to anti-India terror groups 

operating from Pakistan shifting their bases to Afghanistan and a renewed push by 

terrorist organization such as Lashkar-e-Taiba and Jaish-e-Mohammad to infiltrate 

militants into the Kashmir valley. 

Marginal Impact on Trade 

 The political uncertainty in Afghanistan could marginally impact traders and small 

businesses in India that trade with Afghanistan primarily in dry fruits (Indian meets 85% of 

its dry fruits demand through imports from Afghanistan). Also, liquidity crunch among 

traders in Afghanistan may impact export from India. However, such impact will be very 

minor as trade of India with Afghanistan is less than 1% of its overall trade. 

 In coming days the Taliban regime could re-route trade through Karachi and Gwadar and 

the Indian investment in the chabahar port, meant to evade Pakistan, may become dead. 

Taking cognizance of such foreseeable events both the US and China have already 

positioned their connectivity projects from Central Asia through Pakistan2. 

Growing of China’s Influence on Afghanistan 

 Both India and China aims to be the superpower driving the world’s economy. They share 

the world's longest unmarked frontier, stretching more than 2,100 miles, and have fought 

over it many times. Tensions have been especially high since a June 2020 border clash 

that left 20 Indian troops dead. China’s growing influence in Afghanistan will strengthen its 

position in the latter country.  

 China is building a global infrastructure network including roads, pipelines, power plants 

and ports, called the Belt and Road Initiative (BRI) in partnership with Pakistan. On 

September 2021, China expressed its plan to extend the BRI route to Afghanistan. India 

has always been critical of the BRI routes as part of it, passes through Pakistan occupied 

Kashmir. The BRI route through Afghanistan if implemented will give China an easy 

access to Afghanistan’s rich minerals and highly lucrative rare-earth mines which India 

has been eyeing to tap the potential. 

 China has already endorsed the Taliban regime by announcing $31 million aid. It will be 

aggressive in leveraging its influence on Afghanistan to explore the vast mineral resource 

in the country. China will focus primarily on lithium among other minerals to support its 

plan of becoming a top manufacturer of lithium ion batteries (an essential component for 

electric vehicles). Gaining access to rare earth minerals such as lithium would further help 

China secure global dominance in battery-materials supply chain. Such steps will deprive 

India of the potential minerals accessibility which otherwise would have been available in 

the absence of the Taliban regime in Afghanistan. 

4. India’s Stance on Taliban 

According to an article by The Hindu, Qatar envoy Mutlaq bin Majed Al Qahtani, in June 2021 India 

reached out to Taliban representatives in Doha. India neither confirmed nor denied this meeting. 

However, in August 2021, the Indian Government announced its first formal diplomatic meeting 

with the Taliban. Issues such as safety, security and early return of Indian nationals stranded in 

Afghanistan as well as travel prospects for Afghan minorities who want to visit India were 

discussed. India also raised its concerns around Afghanistan being used as a base for terrorism. 

Interestingly, India did not have diplomatic relations with the Taliban when they were last in power 

in the 1990s, in part because of the militant group’s ties to Pakistan. Also, it does not seem India 

                                            
2 Newly announced US-Uzbekistan-Afghanistan-Pakistan Quadrilateral, and China’s plans to link the China-Pakistan Economic Corridor (CPEC) with 

the Trans-Afghanistan railroad and Belt and Road Projects 
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will recognize Taliban as the legitimate government anytime soon. 

In National Security Advisor level talks held between India and Russia in early September 2021, 

both the nations have decided to join hands to firewall Central Asian Republics bordering 

Afghanistan from spill-over of Islamic radicalization and jihad from Taliban-ruled Afghanistan. In 

the 2021 Shanghai Cooperation Organization summit in Dushanbe, the prime minster of India 

called upon the international community to not recognize the Taliban government citing it as non-

inclusive and undemocratic.  

In September 2021, India's Permanent Representative to the UN, Ambassador TS Tirumurti 

highlighted at the UN Security Council that Afghanistan’s current situation is of direct concern to 

India and the Taliban must adhere to its commitment to not allow the breeding of terrorism in the 

Afghan soil, including from the terror groups designated under Security Council resolution 1267 

by the United Nations that lists Pakistan-based Lashkar-e-Taiba and Jaish-e-Mohammed. 

5. Conclusion  

Unlike rest of the world India too did not expect Afghanistan to collapse so fast following the US 

troop’s withdrawal. This came as a hard blow to India as it was not ready or rather did not formulate 

any strategy for such foreseeable event (post US withdrawal of troops). 

 India’s critical investments primary on infrastructure in Afghanistan is in jeopardy post the 

Taliban control. The most important of all being India’s strategic investment in Iran’s 

chabahar port (a trade route for India to Afghanistan and Europe, bypassing Pakistan). The 

port was earlier under waiver sanction given by the US government to enable the erstwhile 

government in Afghanistan to obtain supplies on humanitarian grounds from India. A move 

that helped India to continue its trade through this route. With return of Taliban, investment 

on chabahar port seems to be dead. The continuation of sanction waiver on the chabahar 

port by the US depends on the latter’s recognition of the Taliban government, a highly 

unlikely scenario. In early 2021, India also proposed the India-Uzbekistan-Iran-Afghanistan 

quadrilateral working group to discuss the shared use of the chabahar port. However, the 

Taliban declined to join such talks with India, Iran and Uzbekistan on the chabahar port and 

the INSTC. Given the strategic investment on chabahar port to access Afghanistan and 

leverage it to further develop INSTC, India will need to tacitly engage with all the three major 

stakeholders – the US, Iran and Taliban.   

 The Taliban regime is very likely to foster safe havens for anti-Indian terrorist organizations 

to create chaos in Kashmir. Taliban has already expressed its concern for the Muslims in 

Kashmir citing human rights abuse. Also Pakistan’s geopolitical stature has risen with the 

return of the Taliban and this will result in hardening of its position in Kashmir. It is also 

believed that Pakistan-based militant groups Jaish-e-Mohammad and Lashkar-e-Taiba will 

use Afghanistan as its operating base and training ground. These outfits already have 

records of militant activities in India. The premonition of Afghanistan becoming a haven for 

extremist and jihadi outfits somewhat similar to Syria and Iraq is very likely, thereby creating 

a more serious security threat given its proximity to India. China’s endorsement of the 

Taliban regime will expand its footprint in the region. China’s hostility towards India and its 

close alliance with India’s adversary Pakistan will significantly add to the woes of security 

threat.  

 With no diplomatic presence left in Kabul, India held a diplomatic level talk with Taliban for 

the first time in Qatar on 31 August 2021. Engaging with Taliban will be important as it is an 

important political stakeholder in Afghanistan. However, domestic politics and moral 

compulsions, pulls India to establish some degree of liaison with Taliban. Also, there is no 

merit in engaging with Taliban given its close ties to ISI. Nonetheless, no communication 

with Taliban will further strengthen the influence of Pakistan and China in Afghanistan 

thereby further exacerbating India’s security concerns. 
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