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Background

Beginning of 2000, India launches negotiation of
FTAs, RTAs

Departure from WTO centered multilateralism
“Spaghetti Bow!” syndrome hits India

Signs FTAs with ROK, Malaysia, Singapore and
Japan

With Japan, political objective to strengthen
“strategic partnership”



India-Japan JSG

Constituted in 2005, gave report in 2006

“Highly complementary in terms of factor
endowments, capabilities, demographic
profiles, convergences and specializations”

Complementarities in India’s software
prowess and Japan’s strong capacity in IT
hardware

“Enormous potential” between the two
countries in “trade in services”




India-Japan JSG

Lack of human exchange between the two countries
and

Suggested governments to enhance “people-to-people
exchanges” hoping that it will provide a basis for
“stronger bilateral economic ties”

Suggested conclusion of a Comprehensive Economic
Partnership Agreement which will provide a “proper
architecture for bilateral economic engagement”
between the two countries

Hoped “an EPA/CEPA will also serve as a building block
for an even larger regional economic integration”




|JCEPA

Concluded in 2010, came into effect on Aug 1,
2011

“The bilateral relationship will be enhanced by
forging mutually beneficial economic partnership
through liberalization and facilitation of trade and
investment.”

“Open new era of relationship”

“Contribute to expanding trade and investment
not only between the two parties but also the
region”




|JCEPA: Objectives

To liberalise and facilitate trade in goods and
services

To increase investment opportunities and
strengthen protection for investment and
Investment activities

To ensure protection of intellectual property

To promote cooperation for the effective
enforcement of competition laws

To improve business environment




Political Expectations

* Both Indian and Japanese leaderships have
attached high hopes to the bilateral economic
partnership engagement.

* The bilateral agreement “will develop areas of
potential mutual complementarity, further
strengthen the bilateral economic relationship,
and promote economic development by
increasing the cross-border flows of goods,
persons, investment and services.” ( Kan-
Monmohan joint Statement 2010)




Expectations by various sections

e “Tariff reduction will increase India’s export to
Japan by 18.25 percent, while for Japan it will be
only 4.65 percent.” (Simulation study by Biswa
Nath Bhattacharya and Kakali Mukhopadhyay, )

e “Japan’s Sanitary and Photosanitary Measures
(SPS) standards are major barriers of Indian
exports of poultry, meat, tuna, shrimp, marine
products and fruits.” (PRI Study by Nataraj)

* Growth in trade can take place when “behind the
border” constraints are eliminated (Kaliappa
Kalirajan and Swapan Bhattacharya)



Positive impacts

 The CEPA has certainly

boosted bilateral trade
which was well below
potential.

It touched USD 18.3
billion.

After decelerating in
next few years it has
started accelerating
again.
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Positive impacts

* As CEPA promises lots of
protections and dividends
to investors, surveys
shows positive
sentiments vis-a-vis India.

* |India maintains second
most favoured
destination by Japanese
investors in the medium
term followed by China.

 The gap between the two,
however, remains only six
per cent.
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Positive impacts

Long term destination
. Promising Countries/Regions for Business Development over the Long—term
India becomes top most ket
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Positive impacts

* The JBIC survey seems
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Mixed Impact

* Despite the fluctuation
in Japanese FDI towards s
India, Japan continues
to maintain a top
investor position of FDI
in India.

e But still India would
have to compete with
ASEAN countries in
attracting Japanese FDI. s s s oo e s womn o




Negative impacts

* “lt has advantaged Tokyo
in India-Japan economic
pact” (Financial Express)

e Japanese exports to India
grew by 40.96% while
India’s exports to Japan
managed to grow only
18.39%.

* Avyear before CEPA Indian
exports to Japan had
grown by 43% and
imports had grown by
only 28%.
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Concerns at political level

India’s trade share in bilateral trade remains low.

Both Anan Sharma and Nirmala Sitharaman
(Minister of Trade and Commerce in UPA and
NDA govts) have attributed to “NTBs” as a reason
for India’s low trade share.

“Projected gains for India... have not materialised
to the extent expected.” It also points towards
NTBs being applied by Japan.

“Access to the Japanese market remains
constrained by NTBs. (Foreign Trade Policy
Statement 2015,)



Source: VS Saraswat/NITI Ayog

Why there is negative optimism?

India's exports (%y-0-y)

= F'TA exports

=== gverall export

Computed by author

2’ Partner Countries Years of India's India’s Total Trade
= Enforcement Exports Import Trade Balance
3 FY 2018-19 | FY 2018-19 | FY 2018- | FY 2018-19
19
1 India-Nepal 1999 7,763.60 503.51 8,267.11 +
2 India-Sri Lanka 2000 4,708.50 1,472.83 6,181.33 +
|3, | India-Afghanistan | 2003 715.44 43544 [7,150.89 +
4 India-Singapore 2005 11,571.14 16,281.64 27,852.78 -
['5. | india-Bhutan 2006 657.33 369.53 [102686 |+
6 India-Chile 2007 989.80 1,237.55 2,227.35 -
7. Iadla-Flnland 2009 256.12 1,124.08 1,380.20
8 India-Korea 2010 4,705.07 16,758.76 21,463.83 -
['9- | india-Japan 2011 4861.73 12772.64 | 1763437 |-
10. India-Malaysia 2011 6,435.25 10,818.60 17,253.85




How will it impact on forthcoming

FTAs/

Various sections
including NITI Ayog and
PHD Chambers of
Commerce in India are
demanding to review
the existing FTAs...

Give pause to RCEP

Promote export of high
value products

RTAS

25. Toilet/kitchen linen
of terry fabrics

24, Men's shirts of
cotton

23, Black tea, packings
>3kg

22, Cashew nuts,
shelled

21. Polypropylene, in
primary forms

20, Footwear,
rubber/plastic soles &

19. Cane or beet sugar =
& chemically pure... o

18. Insecticides,
rodenticides, fungicides,...

17. Medicaments
containing antibiotics,

16. Mucilages &
thickeners, derived from...

15. Jewellery, of silver

14, Motorcycles, piston
engine >50cm3 but...

1, Diamonds, worked

2. Medicaments
consisting of mixed or.,

' '
® India in World '

3. Jewellery, of precious
metal, nes

4, Semi-milled or wholly
milled rice

5, Motor vehicles for the
transport of persons,...

6. Shrimps & prawns,

frozen

®

L ] 7. Bovine cuts boneless,
frozen

8. Parts & accessories
of motor vehicles, nes

9. Copper cathodes

10. Other organic
chemicals

1. T-shirts & vests of
cotton, knit/crochet

12. Cotton, not

13. Oilcake of
soya-bean oil

caFded/combed

India's products with
potential
LEGEND
1,23 Export Potential Rank
® Demand
Supply

Rice Nuts

Sugar ® Teazmate
@ chemicals @ Otner metals
. Footwear Cotton (fabric)
@ Apparel @ Home texiles
[ ] Meat (except poultry)
@ Fish & shelfish

Other food products

Vegetal residues & animal feed
Pharmaceutical components
Jewellery & precious metal articles

Plastics & rubber

Motor vehicles & parts

ITC Export Potential Map
http:/lexportpotential.intracen.org



Conclusion and Suggestions

The analysis above suggests that economic
and trade ties between the two countries
have deepened.

But the CEPA has yet to achieve
complementarities as was envisioned by the
political leadership.

Moreover, as a result of CEPA, the trade
balance has grown in Japan’s favour.

This has become cause of concerns in India.



* Keeping these concerns in mind, both the
governments should find ways to make the CEPA
much more relevant.

* One of the options could be to activate various
sub-committees that the CEPA document
mentions.

* |n addition to this form a select core group which
should analyse shortcomings of CEPA and suggest
remedial measures to both the governments.



Give a rethinking of “inconclusive” parts of the
CEPA signed in 2010

Reconsider the entry of Indian careworkers (even
though 3yrs stipulation in IJCEPA has elapsed)

A study finds that a lot of complementarity in
India and Japan service sectors

Japan should pay attention to India’s youth bulge
and allow access to them as it is “opening up”

The gain by India through trade in services will
complement the loss in trade in goods



* SPS standards and other TBT remain perceived
barriers checking the flow of entry of Indian
goods in Japan

* Here techno
e Japan shoulc

SPS standarc

ogy could be a great enabler.

share the technologies to raise
s of Indian products.



Japan has acknowledged that “a strong,
orosperous and dynamic India is in the interest of

Japan and vice versa.”

Both the governments have undertaken various
measures to upgrade their economic relations.

However, there are vast potential and
opportunities, some of them cited above, which

remain untapped.

Collaboration in these fields between the two
countries will certainly impart momentum to
their economic growth and prosperity.
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