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THE JAPAN-INDIA ENCOUNTER
Satu P. Limaye

| ntroduction

During much of the Cold War and until recently, dapndia ties were
underdeveloped. But the new post-Cold War inteomati environment and shifts in
the foreign as well as economic policies of the teauntries have reduced the
constraints which previously inhibited a coopemtisubstantive relationship. Today,
in both countries, the potential importance of dfiger is receiving more recognition.
Evidence of this includes increased exchanges 6€iaf high-level visits, the
initiation of new areas of dialogue and expandediriass, academic and media
contacts. Relatively, concrete economic, politiGaid even security ties are
undergoing a slow, fitful improvement.

This brief essay, in addition to examining key ared bilateral relations,
identifies the parallels and divergences in JapantsIndia’s policies on major issues
and assesses their current and likely interactmnghem. Its main argument is that
evolving relations between the two countries exhiloit so much a convergence of
interests as a declining divergence of interestss Transformation, though not a
result of coordinated efforts to improve bilatetials, provides an opening for more
cooperative relations in the future.

Background

The underdeveloped nature of the Japan-India oelstip is at once curious and
explicable. Curious because there are few inhexagons why it should be so. No
historical, civilisational, religious, territorialpr ideological disputes burden the
relationship. Japan and India share legacies, hewewncient and indirect, of
Buddhism. Each possesses an essentially uniquésaivin coterminous with a
distinct. Never have these two civilization beercamflict. Both occur a geographical
place at the periphery of Asia. A common Asian ctmnssness, once strong but now
faded, even resulted in cooperation against the eesng World War 1%. Each
initially welcomed the other’s entrance into théeemational system and international
society with admiration and sympathy. For a halitoaey both have followed
democratic processes and operated mixed economies.

That relations have not been more cordial and anbse mostly reflects the
Cold War context in which they were pursued, anécsggally the divergent
approaches to foreign policy adopted by the twtestdBut even during the Cold War,
Japan-India relations were not always distant. Sidtar India achieved independence
and Japan emerged from American occupation, tieseeam the two countries were
both amicable and cooperative. Symbols, sympatmesgestures contributed to this;
but so, too, did concrete decisions and interests

! Recently the Indian government rehabilitated Sebfdandra Bose who cooperated with the
Japanese against the British. See John. F.Burmdia“Rehabilitates Wartime Leader Who Fought for
Japan,New York Timeslanuary 24, 1997.

2 For a fine review of the immediate post-1945 Ing#g@an relationship, see

Horimoto Takenori, “Synchronising Japan-India Rielas,” Japan Quarterly January-March 1993.
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It was from the early-1960s that India and Japayrb® turn away from one
another for a variety of complex, inter-relateds@as. First, India itself begins to turn
inward. The process begins under Prime MinisteraliNehru, especially in the wake
of India’s military discomfiture by China in 196Rlis successor and daughter, Indira
Gandhi, carried the policy further. The impact omia’s relations with Asia was
profound. After championing anti-colonial struggleasd an Asian voice in world
affairs, India during the next three decades diagad from Asia, focusing on the
interminable conflict with Pakistan and oil-and r#ance rich Middle East. When
India did make diplomatic forays into Asia, theyrstd resentment. Relative political
isolation was matched by a closed economic natemalmaking India an even less
attractive partner for Asian countries who werentbeginning their economic “take-
offs.” Moreover, continuing India-Pakistan hosidg made the South Asian region
seem unlikely to achieve prosperity and stabil&ynally, India’s increasingly close
relationship with the Soviet Union and shill deniations of U.S. policies from the
1960s onward served to alienate much of Asia, dintyJapan.

India’s relative “retreat” from international affaicoincided with Japan’s re-
emergence as a significant economic power and anlmein-good standing” of the
international community. For example, in 1964 itswaducted as a member of the
“closed eight” in the International Monetary FUnFE), and in the same year was
included among the OECD countries. In 1964 Japsm labisted the Olympic Games.
Japan was thus substantively and symbolically ackhe international map. The
implications for India-Japan relations were impottaPost-war Japanese foreign
policymakers had initially seen good relations wath internationally engaged and
influential community. With India mired in domestaad regional preoccupations and
marginalized internationally, and Japan far oupping India economically, Japan’s
need for India declined.

That from the 1960s Japan squarely sided with théed States in major
foreign and defense policy matter was critical,. tdter the 1965 India-Pakistan
conflict the United States took an essentially saoffi approach to South Asia for a
decade and a half. Japan was undoubtedly influehgeatie United States’ policies
and consequently reduced its own ties to Indiaialmal turn responded by basically
“writing-off” Japan as an American surrogate in @&sjapan’s close relations with the
U.S., and the United States’ troubled relationshvitdia, have strongly shaped the
Japan-India encounter. But these connections haveaen the sole factors. Indeed,
for reasons which are elaborated below, the Japatia—relationship is likely to be
less determined by U.S.-Japan and U.S.-India tietheé future through they will
remain influential.

The mutual neglect which characterized Japan-Irelations for much of the
Cold War period dissipated slightly in the 19809thiNthe United States once again
heavily engaged in the subcontinent following tlowi&t invasion of Afghanistan, the
Reagan Administration pressed Japan to take a aubnee role there. While the bulk
of U.S. engagement with the region centered on dkaki during the decade,
Washington also managed to concurrently improvatimels with New Delht. In

3 See Satu P.LimayeJnited States-Indian Relations: The Pursuit of Anowdation Boulder:
Westview Press, 1993.



keeping with this approach, Tokyo not extended enuao support to Islamabad at
Washington’s urging, but also followed its leadrmproving ties with New Delhi, not
least to maintain “even-handedness” in the subnenti Another factor which helped
heighten Japan-India ties in the years just precettie end of the Cold War was the
economic reform undertaken by Rajiv Gandhi as Pifirester. But eventually signs
of greater Japanese interest withered as the reftiremselves did.

After the Cold War

The purportedly simple certainties of the Cold VWaa have now given way to a
profoundly altered and even more complex intermaficenvironment, and nowhere
more so than in Asia. The evolving Japan Indiati@iahip has, therefore, to be seen
in the context of to broad trends. From the Indsale, the relationship with Japan is
part of a wider effort to re-engage with Asia andedsify its external political and
economic ties. Since the early 1990s, India hagi#oto increase its economic,
political, security and even “civilisational” tiegith East and Southeast Asia. This is
India’s version of a “Look East” policy, or what ghit be described as India’s passage
to Asia. The compulsions underlying this effortieet a re-orientation (pun intended)
of the country’s domestic economic and foreign@es in the wake of the collapse of
the Soviet Union and the end of the Cold War.

For India, revived and expanded links with the ecoitally dynamic and
politically prominent countries of East and Sousteasia are crucial. Enhanced ties
with the region are a step towards full inclusionits evolving political, economic
and security groupings, an insurance against ogpeftdence upon any one power
(for example, the United States), a compensatiorhi® loss of diplomatic, material
and security support from the defunct Soviet Unebhgdge against being eclipsed by
a booming China, and a path of escape from maigatain in a profoundly altered
international context.

Similarly, Japan, if in a less studied and dramatanner, is seeking to
enhance and widen its international engagementsugrhthe political and security
relationship with the United States will remain tteeichstone of Japan’s foreign
policy for the foreseeable future, it will increagly be supplemented with activity
through the United Nations and deeper economic @oldical ties to Asia. The
compulsions underlying Japan’s emerging policies @rtainly complex, but they
reflect several developments. First, having becaime second most powerful
economy in the world, expectations of Japan’s ma&Bonal role have increased.
Despite constitutional constraints and public concthere are clear signs that Japan
is slowly beginning to respond to external presswaed perceived national interests
in becoming a so-called “normal” country. Secorig hature of the United States-
Japan relationship is changing significantly. Wtk demise of the Soviet Union, the
raison d’etre of the U.S.-Japan security alliarscbaing reformulated to encompass a
more balanced and extensive approach to cooperAtitihe same time, bitter trade
disputes have undermined a degree of trust in ¢lsionship. How the U.S. and
Japan reformulate their security ties and manage gtonomic competition will be
one of the most critical post-Cold War internatiodavelopments. A vital issue

* See Satu P. Limaye, “Message to India: Come Badksta,” Asian Wall Street JournaDecember
20, 1993; and Satu P. Limaye, “India and ASEAN @Gede Toward Common GroundiSEAS Trends
November 27-28, 1993.



related to the U.S.-Japan relationship is the &iaammitment of the United States to
the Asian region. Notwithstanding repeated, offigggomises that the U.S. will
remain engaged, there is growing doubt in Japanttamdest of Asia. These worries
in part underlie Tokyo’s efforts to expand its imi@tional activities. Third, there is an
increasing Asian bias in Japan’s external econdieg In part this results from the
dynamism of Asian economies, but is also a funcbbrthe high value of the yen
which is pushing Japan to move its production bffre, especially in Asia. In this
context, the economic opening of India is seen diyes Japanese as an important
long-term opportunity. Finally, rising Japanesea@ns about economic and political
developments regarding China have a direct beanngrospects for the Japan-India
relationship.

As the preceding discussion is meant to indicabe, ¢tontext in which
emerging Japan-india ties will be conducted remtssa real change from the past.
While none of these factors promise a swift or diacnenhancement of bilateral
relations, on the whole they work to widen the scay@ potential Japan-India
cooperation. This trend marks a distinctive shidtd the Cold War era.

Japan-India Economic Relations

India’s economic opening and liberalisation sin@1 affords a hopeful area of
Japan-India cooperation. For a number of oft-ciiesons, Japan has begun to pay
greater attention to economic opportunities in andihese include India’s economic
reforms since 1991; the country’s low labour coptsticularly compared with rising
costs in the NICs and within ASEAN; appreciationtioé size of India’s domestic
market and its potential demand for consumer gogdswing regard for Indian
labour skills, especially in areas such as compptegramming; the possibility of
using India as an export base to market in the Mideast, Africa, and Eastern
Europe; a wish to diversify, particularly form ti@hinese market due to concerns
about political and economic instability followingeng Xiaoping’'s death; and an
unwillingness to cede the Indian market to econoaumpetitors from the United
States, Europe and Asia.

However, the fact remains that Japan’s investmadtteade ties with India
have expanded only marginally, are a fraction gfaiés economic links with other
Asian countries and much lower than those of th#ddrStates and certain European
countries with India. Between 1951 and 1991, Japenmulative direct investment in
India amounted to only $186 million out of a totdl$47.5 billion invested in Asia
during the same perigdSince India’s economic reform programme began9e1]
levels of Japanese investment have been risingslowty and slightly. In fiscal year
1991, Japanese investment amounted to $14 miliioRY 1992 it jumped to $122
million; in FY 1993 it plunged to $39 million; inYA994 it rose again to $101 million
and in FY 1995 it was $125 millichThese figures place Japan in fourth place
(behind the United States, Israel and Britain) agnforeign investors in India. The
gap in the share of Japanese and American invesisiespecially noteworthy; 5%

°See James Clad et al., “The Indian Subcontinenkigel Holloway (ed.Japan in AsiaHong Kong:
Review Publishing Company, 1991.

® Figures from document of the International Busin8vision of Japan’s Ministry of Trade and
Industry.



of the total compared to 27%. If portfolio investme are included, the disparity
between Japan and its American competitor is evere pronounced. As striking is
the continued imbalance between Japanese investnmelmdia and its investments in
other Asian countries, especially China and ketestan ASEAN. This imbalance in
likely to persist. A recent report by the Japanefxal Trade Organisation (JETRO)
noted that while increasing numbers of Japanesepapies planned to shift
production bases to third countries, India was rhasea possible site by only 1.3%
for china, and 49.4% for ASEAN.

The Japan-India trade relationship is similarly Bnmiatal two-way trade has
fluctuated between $3.5 and about $5.5 billionysar over the last half decade. For
comparison’s sake, United States’ trade with Indianow close to $9 billion and
Japan’s trade with China hovers around $60 bilfimough small in comparative
terms, Japan in India’s second largest trade paatiter the United States, accounting
for around 9% of India’s total foreign trade. Indoa the other hand, represents less,
than one percent of Japan’s total trade and raflsaPnongst its trade partnéts.
More starting, since India’s economic reforms begeaade between the two countries
declined by almost 2% in 1991 and 5% in 1992, tlhotigncreased by 8% in 1993
and 23.5% in 1994. Even these rises pale whengsetnst the explosion of Japan’s
international trade. One positive aspect of Japaialtrade, from India’s perspective,
is that since 1990 India has held a trade surphajgh on average its size is only
about half a billion dollars. Even this surplus lilgtuated, plummeting 17.5% in
1992 and 19% in 1994 Composition of trade remains narrow, with over 66%
India’s exports comprising just three items; diaa®mmarine products and iron ore.
Imports from Japan are mostly machinery and praqaipment.

The prevailing investment and trade picture betwdapan and India is
certainly not heartening to Indians. But there e alimension of the economic
relationship which is noteworthy, and which partiffsets the poor private sector
linkages; this is official development assistan©®A) from Japan to India. Indeed,
historically, Japan has been generous to IndianRh@ beginning of Japan’s official
assistance programme united the mid-1960s, Indsauaajor recipient of Japanese
aid. After 1966 aid to India tapered off as Japattentions shifted to Southeast and
East Asia. Since the mid-1980s it has climbed agaiom 1988 through 1995 (except
1990), India was among the top ten recipients phdase aid and, notably, since
1991 it has been among the top five. Technicaktssie to India, in particular, has
been rising steadily. Japan has also been strosgpportive of India through
international financial institutions such as theetnational Monetary Fund (IMF),
World Bank and Asian Development Bank (ADB).

The aid relationship is not irritant-free. Japaad®ption of principles to guide
its aid policies is disliked in India. These pripleis include democratisation, levels of
defense spending, human rights and nonproliferat@nmitments. India fears that it
will become a test case for the application of éhesnciples because Japan’s overall
stakes in the country are modest (unlike, say,hiim&). As yet, Japan has not reduced

" These figures are from Japan’s Ministry of Finaand published by the Japan Economic Institute in
Washington, D.C.

8 Trade information supplied by the Embassy of Japawew Delhi, November 1996

° Data supplied by the Embassy of India, Tokyo, dapa



or ceased aid to India by invoking these princif@ad, in the absence of a dramatic
development on any of these issues, it is notylikel Indeed, the opening of bilateral

talks on nuclear matters, reductions in Indian nefespending and greater Indian
responsiveness on human rights have further redtlegrospect that Japan will

apply the ODA principles in India’s case.

Japan’s unwillingness to convert outstanding |dans dollar basis or to issue
new loans in dollars is also a source of Indianceom (shared by many recipients of
Japanese aid). The high value of the Japaneseagemaéde official loan repayments
difficult for recipients, and notably for India witi has been receiving a higher share
of ODA in loans rather than grants in recent yéaisdia has also grumbled that
Tokyo’s aid is “tied” to the purchases of Japamemwices and commodities. This has
been so in the past but, partly due to pressur¢hbyUnited States and Western
countries, Japan has begun to reduce the tied siiate official assistance. More
generally, New Delhi has in the past resented whag¢rceives as Japan’s efforts to
SeClﬂe special conditions and access for its bss@seusing the aid lever as a quid pro
quo:

Quite apart from the details of Japanese aid pafidpndia, two related issues
deserve highlighting. First, Japanese aid in soenses compensates for the low level
of investment and trade with India. Though redudbé, remaining tied share of
Japanese aid does permit the country’s businessessato India’s market without all
the risks and costs of direct investment. It thtessprves a commercial involvement
which can be increased as conditions warrant. Aorscpoint is that the aid
relationship between Japan and India illustratesldpanese governments, rather than
private sector’s, efforts to stay engaged in Irel@conomy. The Japanese government
sees its role of encouraging and facilitating geveector engagement with India as a
necessary pre-condition for the development obtrezall bilateral relationship.

The Japanese government has sent two high-levielabffnissions to explore
the Indian market, one in 1991 and the other ir41®%ore significantly, in January
1995 Ryutaro Hashimoto, the then chief of the pdulevinistry of International
Trade and Industry (and now Prime Minister), vigitadia. This was the first such
visit. While in India. Hashimoto announced seveitidatives to encourage and
facilitate Japanese business activity, includinglabillion credit line to Japanese
companies investing in the country, lowering thearkinsurance and investment
premium rates for India, easing screening requirdsjeand establishing a second
office of the Japan External Trade OrganisatioBambay'? Also, in 1994 MITT’s
Economic Cooperation White Papéor the first time devoted a section to India,
identifying it as one of the three emerging marK€tisina and Vietnam were the other
two) to which Japan should devote special attentMTT has also established an
India Study Group to explore and assess futuredpdalinks.

1 For a discussion of the Japan-India ODA relatignstee Jon ChoyJapan and South Asia:
Obstacles and Opportunitie3apan Economic Institute, Report No 48A, Decer3e11994.

! See Richard P. Cronidapan, the United States, and Prospects tr the-Raiific Century: Three
Scenarios jdr the Future,Institute of Sourheast Asian Studies, especialyeps5.

12 5ee “Japanese Minister Offers $1 billion creditje Hindu, Januaryg4, 1995.
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Notwithstanding its government’s efforts, Japants/gie sector remains cautious
about India. What accounts for this? The reasoasraitiple, but shed an interesting
light on the Japan-India relationship in general.

Japanese businessmen give a myriad of reason$dor Hesitations about
India. They note sensible impediments such as pofsastructure, inadequate
financial and labour sector reform and the abs&fideimediate approval for 100%
equity investment. They also point out that Indiag&orms lag behind those in
Southeast Asian countries. For example, corposateston foreign companies remain
higher than in Thailand, Malaysia, and Singapormepatriation of capital and
dividends is restricted, and tariffs, particulady raw materials and intermediate-
goods, are high. The future of reforms is consdeteubtful, given the political
uncertainty and the potential backlash from vestesiness, bureaucratic, and labour
interests. Indeed, some Japanese wonder whethelledodnhdian companies are
sincerely interested in joint ventures with forejggrtners. Past experience also plays
a role. During the 1980s, responding to Indian eoit tinkering, Japanese
companies established a number of joint venturdh,amly one real success-Suzuki’'s
joint venture with state-owned automaker Marutdi#nis also deemed by some to be
too distant geographically from the network of proglon bases Japanese companies
are establishing in Asia, though this is an oddswoeagiven the fact that distances
between India and parts of Southeast Asia are cabfgato those between Japan and
the region. India’s delays in implementing oversdegelopment assistance-financed
projects, low-quality exports and missed deliveghexlules have also alienated
Japanese businessmen.

Many of these complaints by Japanese are jusiaBut it is curious that
these same factors have not dampened the enthusiasmestors from America,
Europe or even Asia. The fact is that India’s cheastics which make Americans
and Europeans optimistic about doing business themd to leave the Japanese
unimpressed. Japanese generally discount India’shmaunted middle class.
Distribution of wealth and actual purchasing powent theoretical size, they
emphasise, are more important. Moreover, they poutf India restricts consumer
imports. India’s cheap labour force is seen agawsinan. Detailed Japanese studies
reject the basic premise, and highlight Indian tatso shoddy productivity. Some
Western firms have come to similar conclusions. B Japanese are especially
uncomfortable with managing an unruly and heteregas labour pool.

India’s much-celebrated democracy does not haves#ime resonance for
Japanese as it does for most Westerners. Many esgpaorivately agree with
‘Singapore’ Senior Minister Lee Kwan Yew that demsmy impedes rather than
facilitates economic growth. Japanese are discethbly the political unpredictability
of India’s jostling democracy. Litigation-aversgpdaese have had losing experiences
with India’s ponderous legal system and therefarendt regard it as a guarantor of
their interests. The heavy Japanese emphasis agstéording personal ties in
conduction business are more akin to the Chinese ltidian way of doing business.
Indian businessmen’s fluency in English and theygence of academic degrees from
top-notch American and European institution contragith most Japanese
businessmen’s self-conscious linguistic shortcomingnd relatively standard
education. And Japan has few expatriate Indiarsrtooth entrance into the Indian



market-though its small Indian population is onetlué country’s oldest and most
well-established foreign communities.

Finally, a clash of styles also plays a role inarepmdia economic relations,
and indeed relations generalfy.Evidence of this is largely anecdotal, but not
necessarily less compelling. Japanese salarymeplaonthat Indians talk too much
and too loudly, making them appear arrogant. Soapardese who have lived and
worked in India point out “the difference in commsense”, an example they cite is
Indians’ penchant for pronouncing “no problem!” whthere clearly is one. These
impressions should not be dismissed as the idioagres of individual annoyance
and encounters. They have serious implications rawverberations. For example,
Japanese official pointed out that India was ongusif a handful of countries which
did not make full use of a technical cooperatioogoamme. While he diplomatically
referred to a “lack of communication between Japarechnical experts..... and their
trainees” the deeper problem is Indian resentmeriteang offered low-levels of
technology and Indians demand high-technology temasnd, not training.

Just how important these stylistic or cultural éastare in inhibiting Japan-
India economic ties is difficult to fathom precigelndians and Japanese differ among
themselves on the issue. But none denies the msiges. Some suggest that these
factors are assuming a greater role because csritativeen the two countries are
less optimistic. Some Japanese argue that Indisimply too large, tumultuous,
complicated and “different” for them to ever feehafortable.

The exact weight which should be accorded to threowa reasons cited for
low Japan-India investment and trade relationddsyever, less important than the
possible negative effects on cooperation that unmetal expectations could have.
Again, anecdotal evidence suggests that some Indisntaking a nationalist attitude
toward Japan’s low economic engagement. When tbliutathe comments of a
Japanese businessman who suggested that if Indiz waestment, it should at least
clean up the shanty towns on the road from theogtiipto Bombay, an Indian replied
sharply, “we don’t build Potemkin villages here!”

Similar attitudes have marked official, high-lexelonomic contacts. Indians
recount how in 1992 a high-powered Japanese dedegasued 21 questions on the
reform programme. India, they say, subsequentiyareded favourably to all but two:
immediate approval for 100% equity investment amd exit policy. Still, no
significant investments materialized. A follow-uppdnese mission in 1994 was,
according to one of its members, “put on the deWeiswhen Indians raised
grievances about Japan’s lukewarm responses toaveitures. The episodes created
an uncomfortable climate. Some Indians suspect Jlagianese companies want
special incentives and positions in return for stirgy. Others believe that Japanese
businesses are only interested in investing whesg ¢an dominate the economy and
this, they argue, is impossible in India given thiege of indigenous industries.

13 A fascinating discussion of “psychological barsiebetween Japanese and Indians may be found in a
speech by a former Indian Ambassador to Japan,nA#jsrani, entitled “Psychological Distance
between India and Japan,” to the Association oddape Commerce and Industry, New Delhi, June 22,
1995.



There is an understandable Indian disappointmedtpazziement with the
Japanese response to the country’s economic ref@utst should be noted that the
reforms are very new and incomplete. As a practicaiter, India needs money and
Japan has it—even if not so much as in the 19&fi®ring or slighting the Japanese
on the grounds that America and Europe are exatamlt India’s economy may
prove to be a grave mistake. It is incontestabde tthe Japanese usually take a much
more long-term view on these matters than Euromk Aamerica. Depending upon
developments in the rest of the Asian region (a@sfigcChina) and the future of
India’s and Japan’s economies, Japan may yet tutntco be a critical economic
partner for India in the next century.

Japanese officials insist that further developmaibverall relations with
India will depend on the level of economic cooperat They argue that only when
Japanese businesses are heavily active in Indialapkn’s political leaders and the
society generally give greater attention to India aesult in deepened political ties.
No doubt strengthened economic links will buttretiser aspects of the Japan-India
relationship.

Japan-India Political Relations

After a long period of separation. Even estrangémiapan and India are attempting
to understand each other’s national interests,cpdiirections, and prospects for
mutual cooperation. Much is still unclear about hdapan-India political ties will
develop. On the whole, however, it is evident theghan-India divergences on major
issues are declining and therefore creating a lf@se cooperative relations. It should
be emphasised that this shift has little do witlidis or Japan’s policies vis-a-vis
each other. Rather, the declining divergences miadirect by-product of changes in
their respective foreign policies and the intemral environment in general.

The United States.No discussion of Japan-India ties can afford twrgrthe United
States. Divergent relations with Washington havenbe serious source of discord in
the Japan-India relationship. To some extent, tdé&sences persist. Tokyo remains
Washington’s closest ally, while India frets thia¢ tUnited States will use its position
as the world’s strongest power to dictate termsaaange of political, security and
economic issues. Despite these basic differenamsever, several factors serve to
narrow Japan-India divergences regarding the UrStatks.

First, like it or not, the United States remains thost important external actor
for both countries. For India, the reasons are EmVith the Soviet Union’s
collapse, New Delhi has no veto-shield against worfgble resolutions on Kashmir,
no counterweight to China, no restrainer againdtistan. Working, if not warm,
relations with the U.S. can help to defuse pressurprovide support in all these
areas. More critically, the U.S. has the capigthhology, market, influence in global
financial institutions and expatriate Indians neeeg to the success of India’s
economic reforms. The U.S. is today India’s largestle partner and investor and
will probably retain those positions. For Japare th.S., though a less important
economic partner than in the past is still a mpjayer.



It is even more so for Japan’s security. In essedagean and India are obliged to play
ball with the U.S. This is a commonality which wass evident during the Cold War.

Second, India’s relations with United States hawvgroved over the last
decade. Since Tokyo has largely followed Washingttaad (particularly on political
matters) vis-a-vis India, improved U.S.-India radas will facilitate enhanced Japan-
India links. They have already done so. It is mmhcidental that Japan upgraded ties
with India in the mid-1980s as Washington was dairggsame.

Third, Indian and Japanese ambiguity about the ddniStates is more
balanced than during the Cold War. India has foglmade no secret of its suspicions
about U.S. intentions. Japan’s dissatisfactionhk wie U.S., recently, are more plainly
and often expressed. Japan and India share thewudistinction of once being two
of the three (Brazil was the other) countries slafier unilateral sanctions under
America’s notorious 1988 Omnibus Trade Act. Trapualtes pitting the U.S. against
Japan and India continue to fester. Neither TokyoDelhi, both democracies, relish
America’s penchant for linking democratization, lammrights and other political
issue to economic ties. India will edge towardsaarbalanced ands independent role
vis-a-vis the U.S. in the year ahead.

In essence, the common ground between Japan aidvisea-vis the United
States has increased in the post-Cold War worldiais should not, however, count
on a swift of or dramatic break in U.S. -Japantrete in the expectation that such a
shift will bring Japan and India closer in the @axitof an independent role for both in
Asia. For some time to come, New Delhi’s path tkyim and vice versa, will go
through Washington.

The People’s Republic of China.China looms large in India’s and Japan’s
calculations. After decades of being out of synthweach other on China, Japan’s and
India’s policies now show less divergence: pursugrstructive engagement, be alert
for a strategic challenge. Over the past decadba lmas improved its relations with
China across the board, but with no resolution wfdamental issues such as the
border dispute. Indian analysts continue to redalsha as their country’s most
probable long-term competitor. Japan’s economgigh China have rise massively.
But Japan’s concerns about Chinese nationalismleaudests, territorial desires,
military power and strategic ambitions have growo.tThe two countries also have
disputed territory. Cooperative wariness will likejovern both Tokyo's and New
Delhi’s approach to Beijing.

In both Japan and India there has been thought takd about joint
cooperation in constraining China should the neextalndians particularly, lacking
security partners, find such a scenario appeabBug for the foreseeable future, Japan
will rely on its security alliance with the Uniteégtates, its own considerable military
capacity and possible Southeast Asian partnerseép KChina at bay. Only under
extreme conditions such as an absent United Statalsatantly aggressive China, and
prostrate neighbors would Japan seek anythingalikelliance with India to deal with
China. Such a radical scenario would cancel alterurbets about Asia’s future,
including a non-nuclear Japan.
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Russia. India’s ties to old Soviet Union were detrimental the Japan-India
relationship. And only partly because they als@drkhe United States. There is a
deep historical animosity in Japan towards Russighvpredates the creation of the
Soviet Union; the Russo-Japanese War was fough®@4-1905. Unresolved issues,
such as the fate of the northern territories comtito bedevil Japan-Russia relations.
Moreover, India’s close, quasi-military ties to tBeviet Union, often seen through
the prism of Washington, were disenchanting to &y®doused to India’s non-
alignment proclamations. The days of the Indo-Sofieendship treaty are over.
Japan recognizes this. But it remains suspiciouRusfsia-India links, and pointedly
about Russian military sales to India.

Three factors are working to offset this divergerttawvever. First, the Sino-
Russian rapprochement, however limited, worrieshblodia and Japan. Second,
reduced differences about the United States pgrtidfset continuing differences
about Russia. Third, Japan’s marginally improvietationship with Russia lessens
the dived with India. In sum, give progress in otheeas, relations with Russia are
not likely to stand in the way of improved Japadiénrelations.

Pakistan. Tokyo generally eschews engagement in the bitiiaiRakistan depute.
However, during the last decade, Japan has beea wumal in urging a peaceful
resolution of India-Pakistan problems. Some Indisunspect that Tokyo’'s statements
reflect Washington’s urgings. India will remain waf any external involvement in
what it views as a bilateral issue, even from Japamlso remains frustrated by
Tokyo's “evenhandedness” in the subcontinent. Batribg any acute, negative
developments between India and Pakistan, Japametikmbroil itself deeply in their
bilateral matters. Progress on economic and otbktigal fronts with India, not the
India-Pakistan issue, is in Japan’s overall intiste$o be sure Japan has its own
interest in dealing with Pakistan, and here the ©dBnection is important, but unlike
the U.S., Japan does not have long-standing of tieevith Islamabad.

The United Nations. Japan and India have been active members of theedJni
Nations through in different ways. Japan has beemagr financial contributor

whereas India has contributed heavily to peacekgepperations. In this latter area
there is more room for cooperation. Since the pmgssH its International Peace
Cooperation Law in 1992, Japan has dispatched mpeesdor U.N. peacekeeping
activities. Such activities are an area where weedountries would be able to benefit
from greater exchange of experiences and perspsctiv

Publicly, neither India nor Japan has explicitiyngoented on the other’s
desire for permanent United Nations Security Cdumeembership. Each has,
however, sought the other's support for its clainms.mid- 1995 Japan sent its
officials to New Delhi to discuss issues relatiod L N. reform in greater detail. This
marks a new area of the bilateral political dialegés yet, the two countries’
positions differ substantively. India’s approacts Heeen that the Security Council
must be reformed as part of an overall reform @& ¢fobal organisation and that
criteria must be established to effect this restniieg. Of course, India has some
criteria in mind which would buttress its case #UNSC seat. Japan’s approach has
been a mixture of unilateralism and bilateralis@pah is able and willing to play a
role on the Security Council and therefore deseavesle and a number of countries
have blessed Tokyo’s bid for membership. Refornthef Security Council is some
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time off and the issue is not of immediate or gregdortance in the development of a
Japan-India political relationship. In the futuas, the reform question receives closer
U.N. attention, it could become a serious issuavden the two countries.

More recently, India’s loss to Japan for a non-premnt seat on the Security
Council has led to much hand-wringing in New Delhis difficult to guage what if
any damage has been done to India-Japan relasoasesult of that tussle. My hunch
is: not much. Japan set out to achieve a distioat: gjetting elected to the seat. It did
not set out to humiliate or defeat India per Sethsvictors in that sideshow, Japan is
unlikely to gloat. Tokyo’s long-term sights are ally centered on winning a
permanent seat and the non-permanent seat coropetiis useful practice; it will
use adroit as well as yen diplomacy to reach thimate goal. Indeed, the entire issue
of the non-permanent seat has far more resonanbewn Delhi than in Tokyo (or
anywhere else) and says much more about the aperatid tenor of India’s own
foreign policy than about Japan-India relations.

Asia. In addition to China, several “Asian issues” slate diminishing divergences
between Japan and India. First, as already novedydth Japan and India. Economic
links with Asia are increasingly critical. Investmetrade and, for India, aid, biases
are shifting to the dynamic Asian region. SeconfterAalienating Tokyo by harsh

criticisms of U.S. policy in Vietham (a policy thdapan was bound to support given
its U.S. ties) and silence on Vietham’s invasionGambodia. India and Japan no
longer find themselves at odds about the countaigad. Like India. Has welcomed
Vietnam’s inclusion in the region’s political andomomic groupings and both have
considered its role vis-a-vis China.

Third, India’s rising economic. Political and setyrelations with ASEAN
member countries reverse decades of coolness tevaardrganisation with which
Japan has had very close cooperation. Japan hadg imalia’'s recent acceptance as a
full-dialogue partner of ASEAN and a member of tASEAN Regional Forum
(ARF). More broadly. Japan’s response to India’sl dor membership in
arrangements such as the Asia-Pacific Economic €@atipn (APEC) forum is
uncertain. Japan’s future stance will probably lepgd by India’s own relations with
the region, the attitudes of other key membershe$é groupings, and the evolution
and character of the organisations themselvesh®mhole, Japan seems unopposed
to Indian membership in other regional fora. Buis inot likely to push India’s case.

A fourth area of similarity between Japan and Indian the tricky sphere of
so-called Asian issues. Both countries have a grgwsympathy for Asia’s
ascendance, though neither government speaks ilyphcdhese terms. It is clear that
neither country is comfortable with the West's hagpon human rights or attempts to
link aid and trade with political issues. Both félaat Western economic troubles will
result in increasing pressures on their economicips. The Asian connection is an
especially sensitive one for Japan and India gilieir histories and geographies. But,
if the trend towards “Asianisation” of their econ@s continues, both may seek
solidarity with the region by appealing to purpdriésian values. That they will do
this on the basis of their relatively healthy demactes as opposed to self-serving
authoritarian govemments will give a special resaeao their views.
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Nuclear Non-proliferation. India and Japan have long differed about the
international nuclear non-proliferation regime. aapeacted with dismay to India’s
nuclear test in 1974. Since the early 1990s, Japdrindia have begun bilateral talks
on nuclear matters, but these have shown littlgness. India’s decision to enter the
talks probably reflected Japan’s position as tigelst aid donor and its adoption of
ODA guidelines linking assistance with a countrg@n-proliferation policies. India
remains suspicious that Japan’s interest in adodhinuclear dialogue was actually
hatched in Washington. This may be so. But Japanahainterest in being seen as
active in non-proliferation matters too.

Indians might also note that Tokyo’s approach talear matters in the
subcontinent differs markedly from Washington’s. WWhNashington berates Delhi
and Islamabad over nuclear proliferation, Tokyoetjyi urges both to sign the
Nuclear Non-Proliferation Treaty (NPT)—with littlexpectation that either will.
Recent hysteria in Washington about possible Indiash Pakistan nuclear tests went
unanchored in Tokyo. Tokyo’s key worry is that lmdiabsence from elements of the
nuclear nonproliferation regime such as the Congnisive Test Ban Treaty (CTBT)
and the Fissile Material Control Treaty (FMCT) wiive China a reason to evade
such commitments. Japan’s key non-proliferationceom is China. Eradicating
India’s nuclear weapons programme is not the ovelwimg goal of Japan’s bilateral
relations with India.

Security Ties. Any discussion of possible Japan-India securitypeoation
must take into account the peculiar and narrowreatfl the security debate in Japan.
Traditional topics such as arms sales, alliances$ raflitary exercises cannot be
pursued with any country except the United Stdtes.this reason alone, there is no
regular, systematic security dialogue between Japanindia. But mutual exchanges
of defense and military officials between the twautries have occurred. Some of
these exchanges have been at senior levels, inglutthe heads of the defence
establishments. The Japanese Self Defense ForS&d-)Jofficials are reportedly
much more keen on such contacts with their Ind@mterparts than is the Ministry
of Foreign Affairs, though the latter has no ob@ttto expanded dialogue, including
on security matters, between Japanese and Indswmaneh institutes and scholars.
These non-official dialogues have begun.

Some of the common and differing security conceifrthe two countries have
been discussed above. An additional one for botintcies is the protection of the
sea-lanes which run from the Persian Gulf, throtighIndian Ocean and Southeast
Asia, to Japan. Japan relies on this route for aB0% of its Persian Gulf oil. Japan,
however, will continue to rely on the United Statest India, to protect these routes.
In this context, the improvement of U.S-Indian telas, and specifically U.S.India
naval exchanges, are regarded as positive develdpnigke the United States, Japan
at one time regarded Indo-Soviet naval cooperatibim particular concern. Similarly,
Japan regards enhanced India-ASEAN ties and nawdlaeges as contributing to
confidence-building in the region.

Concerns about India’s military expenditures haeerba theme in Japan.
Until 1990, Japan’s officialDefense White Papersoted concerns expressed
elsewhere about a possible Indian military thredhe region, including the country’s
drive to build a blue-water naval capability. Muchthis probably reflected views
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circulating in Australia and some ASEAN countriesthe late 1980s. Undoubtedly,
Japan-India security discussions will be shapedegyonal developments. But they
can be counted on to grow more substantive in éaesyahead.

Observations and Conclusions

Based on the preceding discussion, several geobsdrvations about the future
direction of Japan-India relations are possible.

First, despite the insistence of officials in batbuntries that expanded
economic ties will lead to enhanced political tidspan-India political collaboration is
already proceeding at pace with, if not surpass#egnomic engagement. This trend
marks a departure in Japan’s relations with mosrsountries.

Second, given reasonable assumptions about codtec@nomic reform and
political stability in India, trade and investmeaetations will grow. But they will do
so steadily not quickly. In the meantime, Japan wlain a presence in the Indian
economy through its official development assistance

Third, on political issues generally, and perhapsg on the side of caution
rather than optimism, evolving Japan-India relaighould be regarded not so much
as a growing convergence of interests but as andegldivergence of interests. It will
take some time for the residual perceptions ofGoéd War era to change in both
countries. Even in the U.S.-India relationship, ebhihas improved over the past
several years, Cold War hangovers have proveccdiffio shake-off. In the process
of a Japan-India rapprochement, “cultural” or styti differences between the two
countries will be compelling, but in the final aysis they will not preclude more
cooperative and amicable ties.

Fourth, an overall asymmetry in Japan-India refetivill persist with Japan
more important to India than vice versa. Howeuvas asymmetry will be less marked
in the political arena than in the economic field.

The policy communities in both countries which wiless for enhanced ties
may differ. In Japan, MITI and the Defense Agenay said to have the most interest
in India. While the Foreign Ministry and the prigagectors remain cautious. In India
there appears to be a more balanced approachsdheeelevant ministries, in favour
of improving ties with Japan. This undoubtedly eefs the fact that Japan is a more
important potential partner for India across a eafjissues than vice versa.

Japan-India relations will not be the most crubigdteral relationship in the
Asia-Pacific, but the emerging ties between twogdardemocratic, potentially
powerful states will certainly have important ingatiions for this complex and
dynamic region.
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