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The recent grabNEWS episode
“Nepal Is Not a Buffer State,”
featuring Bhusan Dahal, reflects
a profound shift in Nepali con-
sciousness by challenging the
reductionist lens that has long
framed the country as a passive
geographic cushion between
larger powers. This framing is not
neutral. It has historically shaped
who negotiates, who is con-
sulted, and whose sovereign
claims are treated as consequen-
tial. Nowhere is this more evident
than in the dispute over Lipulekh,
Kalapani, and Limpiyadhura. To
move beyond this imposed iden-
tity, Nepal must articulate a stra-
tegic doctrine rooted in sover-
eign self-determination rather
than geography. That doctrine
rests on two complementary pil-
lars: the formalization of Nepal
as a Zone of Peace and the dec-
laration ofthe country as a Green
Economic Zone. Together, they
define a future in which Nepal is
not a corridor for others but a sov-
ereign hub of its own making.

Nepal’s claim to its western fron-
tier is grounded in the Treaty of
Sugauli, which established the
Kali (Mahakali) River as the
boundary, with all territory to its
cast belonging to Nepal. Early
British surveys conducted be-
tween 1819 and the late 1820s,
among the first attempts to trans-
late the treaty into mapped ge-
ography, identified
Limpiyadhura as the source of
that river, placing the disputed
territories squarely within Nepal.
Subsequent agreements failed to
resolve the issue. The Agree-
ment on Trade and Intercourse
Between Tibet Region of China
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and India, signed by
Jawaharlal Nehru and
Zhou Enlai, identified
Lipulekh as a func-
tional trade and pil-
grimage route without
adjudicating sover-
eignty and without
Nepal as a party. Simi-
larly, Nepal’s 1960 and
1961 boundary settle-
ments with China un-
der King Mahendra

Nepal Is Not a Buffer State.
It Needs a Strategy to Prove It.

By: Galab Bahadur Dhungana

and B. P. Koirala care-
fully delineated the northern
frontier without assigning
Lipulekh to India or modifying the
Sugauli framework. This silence
underscores that the legal land-
scape remains unresolved be-
tween Kathmandu and New
Delhi, despite the persistent In-
dian military presence established
after the Sino-Indian War. Nepal re-
affirmed its position on June 18,
2020, by amending its constitu-
tion to incorporate an updated
national map, including these ar-
eas, into its official emblem.

The first pillar of this future is the
revival of the vision proposed by
King Birendra on February 24,
1975, during his coronation, to
recognize Nepal as a Zone of
Peace. This was a calculated act
of strategic diplomacy designed
to institutionalize neutrality and
prevent Nepal from being drawn
into regional conflicts. King
Birendra understood that a for-
mally recognized neutral status
would render the presence of for-
eign military forces within Nepal’s
claimed territory fundamentally
incompatible with its interna-
tional standing. The proposal ul-
timately received endorsements

from more than 116 countries,
representing a substantial major-
ity of states at the time, when the
total number of countries globally
was in the mid-150s. Yet the ini-
tiative faltered where it mattered
most. India did not endorse it.
The Soviet Union, while initially
receptive, did not sustain its en-
dorsement amid its strategic
alignment with India, and several
aligned states likewise refrained
from endorsing.

Retabling the Zone of Peace to-
day is not an exercise in nostal-
gia, but a strategic reset. It serves
as Nepal’s own “iron dome”
against external intervention and
coercion, a doctrine that seeks to
shield the country from the com-
peting pressures of larger pow-
ers. More importantly, it provides
clarity. It allows Nepal to under-
stand who its genuine partners
are, and why some may hesitate
to support even this most basic
assertion of sovereign neutrality.
In the present context, renewed
endorsement of the Zone of
Peace would not only reinforce
Nepal’s geopolitical standing but
also create the necessary space
to focus on the next imperative:

securing economic independence.
The second pillar is the declara-
tion of Nepalas a Green Economic
Zone, representing a structural
shift from remittance dependence
to domestic value creation.
Nepal’s greatest asset is its re-
newable energy potential, which
positions the country to become
aproducer of clean industrial out-
put in a decarbonizing global
economy. A Green Economic Zone
would prioritize domestic indus-
trial transformation by focusing
on energy-intensive sectors such
as green hydrogen, ammonia, and
urea production. Instead of ex-
porting raw electricity at relatively
low value, Nepal would convert
its clean energy into high-value
strategic exports. This approach
aligns with global capital flows in-
creasingly directed toward decar-
bonized supply chains while ad-
dressing Nepal’s structural trade
imbalance, including its heavy de-
pendence on imported petroleum,
which accounts for a significant
share of total imports.

Nepal has reached a decisive mo-
ment. The question is no longer
whether it sits between larger
powers, but whether it will con-

risks dilution at the moment it mat-
ters most.

The Zone of Peace offers protection.
The Green Economic Zone offers
power. Together, they form the archi-
tecture of sovereignty in the 21st cen-
tury. If Nepal institutionalizes them
with unified resolve, it will no longer
be a space where others project in-
fluence, but a state that defines the
terms of engagement. If it does not,
the label of a buffer will persist, not
because it reflects reality, but because
it remains useful to others. Nepal is
not a buffer state. But sovereignty, if
not asserted collectively and consis-
tently, is eventually interpreted by
others. The time to define it - deci-
sively and together - is now.

tinue to be defined by them.
The answer hinges on unity
as much as strategy. Neither
the Zone of Peace nor the
Green Economic Zone can en-
dure without firm, cross-party
endorsement that elevates
these pillars beyond electoral
cycles into binding expres-
sions of national will. This is
not political symbolism. It is
the foundation of state cred-
ibility, the signal that attracts
long-term global capital, and
the condition that allows
Nepal to negotiate from
strength rather than accommo-
dation. Without that cohesion,
even the most sound doctrine

There is a certain irony in seeing some of the world’s richest
countries quietly ask the United States for financial relief. For de-
cades, the Gulf monarchies cultivated an image of inexhaustible
wealth: sovereign funds the size of nations, skylines raised from
desert sands, and hydrocarbon revenues so vast that deficits seemed
like a problem for lesser states. Yet history has a habit of humiliating
assumptions. Wealth can evaporate into illiquidity. Rich countries,
too, can run short of cash. And when the global system tightens,
they often discover that real power still resides not in oil wells, but in
the printing press of the U.S. dollar.

That appears to be the logic behind recent discussions over cur-
rency swap lines between Washington and several Gulf states, par-
ticularly the United Arab Emirates. The request is not for charity. It is
for access. In modern finance, those are not the same thing.

A currency swap line is one of the least understood but most
consequential tools in international economics. It allows a foreign
central bank to exchange its own currency temporarily for dollars
fromthe U.S. Federal Reserve, then reverse the transaction later. No
grants. No bailout in the theatrical sense. Merely emergency liquid-
ity. But in moments of crisis, liquidity is everything.

Ask Britain in 1931, when sterling’s weakness exposed the fragil-
ity of imperial finances. Ask South Korea in 2008, when dollar short-
ages intensified panic during the global financial crisis until Federal
Reserve swap lines restored calm. Ask Europe in 2020, when pan-
demic-era disruptions again made the dollar scarce, forcing the Fed
to reopen facilities to allied central banks. In each case, the issue was
not long-term solvency. It was immediate access to the currency that
lubricates global trade. That currency remains the dollar.

The Gulf economies understand this better than most. Their oil
exports are priced overwhelmingly in dollars. Their currencies are
pegged, formally or informally, to the dollar. Their reserves are in-
vested heavily in dollar assets. Their domestic banking systems de-
pend on dollar flows. Remove those flows long enough, and even
states with large balance sheets begin to feel strain. This is where
geopolitics enters the ledger.

Any conflict that disrupts shipping lanes in the Gulf—especially
through the Strait of Hormuz—threatens not only energy supply but
the monetary architecture built around it. A prolonged interruption in
exports means fewer incoming dollars, rising pressure on pegs, tighter
domestic liquidity, and nervous markets. It does not take insolvency
to produce instability. It takes uncertainty. So the Gulf states are
behaving rationally. They are seeking insurance.

The more interesting question is whether the United States should
provide it.

There is a strong argument in favor. If Washington wants to pre-
serve the dollar’s global role, it must occasionally act as steward of
the system. Reserve currency status is not maintained by speeches
about American greatness. It is maintained by reliability. Nations
hold dollars because they trust that in moments of stress, dollar markets
will function and America will not weaponize access capriciously.

The Gulf’s Quiet Financial
Reckoning

By M A Hossain

That was one lesson of the 2008 crisis. The Federal Reserve’s
swap lines did more than calm markets; they reaffirmed U.S. centrality.
At a time when many predicted American decline, the crisis instead
reminded the world that when panic strikes, everyone still runs to-
ward the dollar.

The Gulfrequests present a similar opportunity. By extending tem-
porary facilities to key partners, Washington could reinforce alliances,
stabilize markets, and discourage a drift toward alternative payment
systems dominated by Beijing. Every time a country doubts access to
dollars, it has an incentive to experiment with yuan settlements, gold
mechanisms, or regional clearing systems. None can yet rival the dol-
lar. But erosion rarely begins dramatically. It begins gradually, through
hedging.

Still, caution is warranted.

Swap lines are not costless diplomatic favors. They are signals.
To grant one is to imply institutional trust, policy confidence, and
strategic closeness. Historically, the Federal Reserve has reserved
permanent swap lines for a narrow club: major advanced economies
such as the eurozone, Japan, Britain, Canada, and Switzerland. Ex-
tending such privileges more broadly raises questions of precedent.

If the UAE receives one, why not Saudi Arabiag, If Saudi Arabia,
why not Turkey; If Turkey, why not every strategically useful but
financially pressured partner;, Soon a prudential instrument risks be-
coming a geopolitical bargaining chip.

There is also the moral hazard problem. States that assume Wash-
ington will provide dollar liquidity may take greater external risks,
maintain rigid pegs longer than prudent, or neglect domestic reforms.
One reason financial crises can be cleansing is that they expose bad
habits. Easy rescues can preserve them.

Then there is the Trump factor.

Donald Trump’s instinct in foreign policy has often been transac-
tional: allies are clients, commitments are leverage, economics is the-
ater. That can produce tactical wins, but it rarely builds durable trust.
If swap lines are handled as political favors—granted to flatterers,
withheld from critics, linked to unrelated concessions—they cease to
be stabilizing instruments and become another source of uncertainty.

Markets dislike uncertainty more than they dislike bad news.

A neutral observer might conclude that both sides are trapped
by the same reality. The Gulf states dislike dependence on Washing-
ton, yet need access to the system Washington anchors. America
dislikes underwriting wealthy partners, yet benefits from the very
dependence it complains about. Each resents the other’s leverage
while relying on it.

That is the essence of empire in its late-modern form: not colo-
nies, but balance sheets.

The wiser course for Washington would be conditional generos-
ity. Temporary, transparent, rules-based swap facilities tied to mea-
surable market stress, not personal diplomacy. Limited tenor. Clear
pricing. Strong collateral standards. Coordination with the Federal
Reserve rather than improvisation through political channels. In short:
treat the matter as central banking, not campaign spectacle.

For the Gulf, the lesson is equally clear. Sovereign wealth is not
the same as monetary sovereignty. Owning ports, football clubs,
skyscrapers, and foreign equities does not eliminate dependence on
the currency in which global trade clears. If anything, such assets
often deepen it.

Many countries have learned this the hard way. Argentina had
resources but lacked credibility. Russia had reserves but found them
vulnerable to sanctions. Britain had prestige but lost monetary pri-
macy. Wealth is situational. Liquidity is power.

That is why one of the world’s richest regions may now be seek-
ing what looks, to the untrained eye, like a bailout.

It is not a bailout. It is a reminder.

The reminder is that the dollar remains king, though perhaps a
more contested king than before. It is that crises reveal hierarchies
more honestly than peacetime rhetoric. And it is that nations boast-
ing independence often discover, in moments of stress, just how
interdependent they truly are. The Gulfis asking for dollars because
dollars still matter most. America should recognize the leverage that
gives it—while remembering that misuse of leverage is how domi-
nance eventually declines.

M A Hossain is a senior journalist and international affairs
analyst, based in Bangladesh. He can be reached at:

writetomahossain@gmail.com
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