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CNS unlock version 7.1 35Efforts to persuade Japanese firms to expand their investments and operations in India are increasingly bearing fruit. Japan, which accounts for about 30 percent of India’s export trade, continues to be the country’s most important trade partner despite stiff
competition from China. To put that into perspective, Japan is India’s fifth-largest export destination after the US, Germany, China and the UK. But the flow of Japanese investments to India has been slow and lopsided. The flow of Japanese direct investment in India totaled around $7.8

billion in the last three years, up from $3.5 billion in the previous decade. That’s barely one-fifth of the amount Japan invested in China over the same period, according to the Japan External Trade Organization (JETRO). But a good chunk of that $7.8 billion came in the aftermath of
demonetization with a series of mega-investments in startups, big companies such as Tata Motors and app-oriented ‘unicorn’ Flipkart, and real-estate projects such as the Hinjewadi Economic City. The near $11 billion invested in the next three years by Japanese companies will continue

to put pressure on Indian manufacturers, hurt employment opportunities and erode the competitiveness of homegrown products in Japan and other major markets. Anika Law, professor of Japanese studies at the University of Tokyo and author of ‘Japan in India: From Theological
Embrace to Cartography of Power,’ told Quartz that Japanese companies keep quiet in order to avoid being branded as “bad neighbors.” “Japanese firms, like most companies globally, prefer to avoid the idea of a confrontation. This is because they cannot be identified with bad causes,”

she explained. Japanese companies prefer to adopt a strategy of low-key engagement, she said. In contrast, Pakistani companies have sought and gained a reputation for playing the tough role when it comes to economic relations with India. Yet, Japanese companies continue to invest
despite these issues. In fact, an increasing number of Japanese companies are busy wooing India. “More and more Japanese companies are opting for a more strategic business approach,” said Ramana G. Naidu, a senior fellow at the Institute for Defence Studies and Analyses. Allied
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