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Upward Graph in Strategic Ties Between India and the 
United States:  Implications for Asian Security Architecture1 

B.M. Jain 

 

Abstract 

Security and strategic ties between India and the United States have 

witnessed an unprecedented upward graph during the past one decade or 

so. In the face of the shared internal security threats, and common 

national interests in maritime security and security of strategic assets, 

both the countries have realized the imperative of working together 

toward establishing  a peaceful and stable Asian security architecture. At 

the recently concluded strategic dialogue held in New Delhi between 

India’s External Affairs Minister Sushma Swaraj and her American 

counterpart  John F. Kerry, they reaffirmed their commitment to a 

peaceful, secure and stable Asian  architecture. 

Keywords: India-US Relations, complex interdependence, India-China 

relations 

The article aims to examine the underlying correlates and dynamics of 

expanding strategic partnership between India and the United States 

within the framework of “complex interdependence." The paper will 

discuss the implications of India-US strategic partnership for India-

China relations, India-Pakistan relations. It is the hypothesis of the 

article that India’s importance in US policy agenda is driven by the 

shifting of power towards China in the Asia-Pacific region- a potential 

challenge to the shared strategic interests of New Delhi and Washington.  

There is a broad convergence of geostrategic and geo-economic interests 

between two countries following a dramatic transformation in their 

relationship with the end of the Cold War and the demise of the Soviet 

Union. 

A couple of questions have been examined in the article, which include 

whether  India can  be a stabilizing factor in Afghanistan after  the 

withdrawal of US troops  from Afghanistan. What is the future of India-

US strategic partnership given asymmetric power structures between 

them?  Whether or not India-US divergent perceptions on regional issues 

in the Middle East and Central Asia will be a hurdle in their security 

partnership?  

                                                           
1 An improved version of the paper  presented at the ISA ISSS-ISAC Joint Annual 

Conference, Elliott School of International Affairs, George Washington University, 

Washington D.C. October 4th - 6th, 2013. 
 

Editor-in-Chief, IJAA 
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Introduction 
 

The process of “greater engagement” between New Delhi and 

Washington began during the fag end of the Clinton administration II, 

which realized that there was no rationale in assigning India a low 

priority in the US foreign policy in an increasingly interdependent world 

order. President Bill Clinton's visit to New Delhi in March 2000 

provided a fresh momentum to building “new relationship” between two 

countries in key areas of the shared interest, for instance, counter-

terrorism and security of nuclear weapons. President Clinton and Prime 

Minister Vajpayee agreed to set up a Joint Counter-Terrorism 

Committee to work out modalities to curb terrorism. Interestingly, 

Vajpayee went to the extent of describing India and the United States as 

“natural allies”. This infused a new blood and spirit into the hitherto 

estranged relations between them.1 

President George W. Bush (January 2001-January 2009) carried forward 

his predecessor’s legacy with a greater vigour. While recognizing China 

as a potential challenge to US interests in Asia, he perceived India as a 

counterweight to China. For that, he stressed, India’s productive 

engagement with global and regional affairs would serve American 

interests in the Asia-Pacific region. In realpolitik terms, the Bush 

administration considered US ties with India as a “strategic opportunity” 

rather than an “irritating recalcitrant.” Moreover, the administration felt 

that the role of a “dynamic and democratic India” might help shape “the 

Asian balance and tackling global challenges.”2Towards realizing that 

goal, Bush sought to conceptualize and restructure the US policy 

towards South Asia by integrating India into its global geo-strategy. He 

publicly announced that America would consult India on global and 

regional affairs as it did with its key allies like Japan and EU.3  

Bush's announcement of the Next Steps in Strategic Partnership (NSSP) 

in January 2004 paved the way for mutual cooperation in civilian 

nuclear energy and space programme, high-technology trade, and 

missile defence development. This crystallized with signing of a Joint 

Statement by prime minister Manmohan Singh and president George W. 

Bush in July 2005. Per the Joint Statement, Bush agreed to cooperate 

with India in the fields of nuclear energy, counter terrorism, defence, 

and science and technology. 

India-US Civilian Nuclear Cooperation 

As mentioned earlier, the foundation of Indo-U.S. nuclear cooperation 

was laid by Bush and Singh under a Joint Statement issued in 

Washington on 18 July 2005. They resolved to establish a “global 
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partnership” in the field of mutual concerns and interest, including 

energy and environment, trade and investment. Accordingly, America 

agreed to supply nuclear fuel in perpetuity to help fulfill India’s growing 

energy requirements. In exchange, India would place its civil nuclear 

reactors under international safeguards of International Atomic Energy 

Agency, tantamount to indirectly roping India into the international 

safeguards regime as India was not a signatory to  the NPT and CTBT.4 

Nuclear agreement between India and the United States was initialed 

during President Bush’s official visit to New Delhi in 2006. Under this, 

India agreed to (i) separate its nuclear civilian and military facilities, and 

place its civilian facilities under the IAEA safeguards;(ii) keep its 

commitment to unilateral moratorium on future nuclear testing;(iii) 

adhere to the IAEA’s additional protocols regarding civilian nuclear 

reactors; and (iv) refrain from transferring sensitive nuclear technology, 

including enrichment technology, to non-nuclear states. And finally, 

India agreed to abide by the guidelines of the NSG and the Missile 

Technology Control Regime (MTCR). In return, India would be entitled 

to an uninterrupted supply of nuclear fuel from America, with the right 

to build strategic reserve for nuclear fuel. 

Indian mainstream opposition parties, especially the Left Front, dubbed 

the nuclear deal antithetical to India’s freedom and autonomy to conduct 

nuclear tests in the future, which implied compromising India’s national 

interests. They argued that the data collected from nuclear tests in 1998 

were insufficient to declare unilateral moratorium on future nuclear 

tests. Some members argued that Pakistani bombs, originating from 

China, were “more reliable and effective.” Therefore, pro-nuclear 

lobbyists suggested that India need not make any commitment to no-

first-use or unilateral moratorium on nuclear tests. In this context it may 

be recalled that India’s Defence Minister Manohar Parrikar made a 

public statement   in November 2016, saying  that India  must not abide 

by its commitment to “no-first use” under the nuclear doctrine 

formulated  by the Vajpayee government in 1999. Though Parrikar was 

staunchly criticised by mainstream opposition parties and electronic 

media for reversing India’s nuclear doctrine, the Bharatiya Janata Party 

(BJP) defended him by arguing that it was Parrikar’s personal opinion. 

But this was not found tenable by Indian strategic community at large. 

At least, it reflected the psyche and mindset of the ruling party at the 

Centre on India’s nuclear doctrine. 

Relations Strained  

India-US relations  turned sour over India’s Nuclear Liability Act 

(August 2010) , which  holds  both   the supplier and  operator of nuclear 

reactors liable for any nuclear mishap , thus requiring  exporting 
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companies  to pay damages  to the affected parties. The 2010 India’s 

liability Act puts obligation on operator for nuclear accident, and limits 

total liability to 300 million SDR (about US$450 million) “or such 

higher amount that the Central Government may specify by notification. 

Operator liability is capped at 15 billion rupees (approximately US$285 

million) or such higher amount that the Indian Government may specify, 

beyond which the Central Government will be liable. 

It naturally discouraged U.S. companies from doing business in India’s 

nuclear energy market. In this regard, Lisa Curtis of the Heritage 

Foundation   comments, “But India’s passage of legislation restricting 

U.S. companies’ ability to compete for contracts in the civil nuclear 

sector has angered some U.S. officials that went to tremendous lengths 

to convince a sceptical international community of the merits of the 

deal.”5 

 

President Barack Obama, during his visit to India in November 2010, 

asked India to review and amend the existing Act as it was in 

contravention of international law and international treaties and 

conventions. In fact, American companies were reluctant to s set up their 

nuclear plants in India unless the Indian government addressed their 

concerns by amending its Nuclear Liability Act (2010). Teresita and 

Howard Schaffer opine, “India’s nuclear liability regime remains a 

serious problem for U.S. companies wanting to build power plants in 

India, and it is not yet clear that their concerns have been met.”6 

 

Breakthrough  

Meanwhile, with the change of regime in New Delhi in May 2014,a 

great breakthrough came about during President Barack Obama’s visit to 

India in January 2015 when Prime Minister Narendra Modi agreed to 

limit the liability for US suppliers in case of any nuclear power plant 

“catastrophe.”After the mounting pressure from the USadministration, 

the Indian government agreed to a state-backed insurance scheme. India 

will also allow closer tracking of spent fuel to limit therisk of it falling 

into terrorist hands. 

It became crystal clear that Prime Minister Modi not only became pliant 

but went out of his way to appease President Obama with an intent to 

kill two birds with one stone. On the one hand, he wanted to 

demonstrate his close personal chemistry with President Obama.  On the 

other hand, he wanted to demonstrate that he had a full control over the 

government, enjoying enviable authority to take policy decisions 

independently.  But in reality, it was a “major breakthrough” for 
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President Obama who was personally pursuing this issue since 

November 2010. 

Practically speaking, the Modi government has given legal assurance to 

US nuclear companies that “victims of nuclear mishap” will now not be 

entitled to sue US suppliers under Section 46 of the Nuclear Liability 

Act. Only the future will tell whether or not this special gift given by 

Modi to the US government will be in India’s national interest. 

However, in realpolitik terms President Obama won diplomatic points 

by making Prime Minister Modi accept the terms and conditions 

favourable to US nuclear companies while bending provisions of the 

liability law through an indirect route, although without bringing 

amendment in the law. 

Impact on China 

Chinese leaders are obsessed with the nuclear agreement between India 

and the US, which they think, is aimed at containing China’s rising 

power. To be sure, China’s opposition to the nuclear deal has turned out 

to be “a new source” of tension in India–China relations. Its implications 

can be counted in numerous ways. First, China announced a 15 per cent 

increase in its defence spending in order to maintain its long-standing 

conventional military superiority over India. Second, China clinched a 

nuclear deal with Pakistan, as was evident from its setting up of two 

nuclear reactors in Pakistan. Third, China has been openly lobbying for 

Pakistan to consider its case on equal footing vis-à-vis India on the 

question of membership to the Nuclear Suppliers Group (NSG).  

Hence, China has been consistently and openly opposing India’s bid to 

its membership, arguing that both India and Pakistan are non-signatory 

to the NPT. But China must realise that though it talks of NPT norms 

and rules, it refuses to comply with the international tribunal’s 

mandatory ruling (July 2016) on the South China Sea issue. This shows 

China’s double standards. 

Even though there is an upward graph in India-US strategic relations, 

China remains more important for the United States for a host of 

reasons. First, there is a burgeoning trade between the US and China, 

touching the mark over $500 billion, five times larger than the Indo-US 

trade. Second, by virtue of China’s permanent membership of the UN 

Security Council, its vote on critically important issues is indispensable 

for the United States. Third, the US debt to China is over 1.5 trillion 

dollar, making America feel psychologically inferior in financial terms. 

Fourth, the cash starved America is unable to compete with China in 

disbursing huge foreign aid and grants to Third World countries. The 



Indian Journal of Asian Affairs/2016 6 

above cited reasons give an explicit idea that China occupies number 

one position in the US foreign policy.  

Military Ties  

India-US military ties can be traced to General (retd.)Claude M.  

Kicklighter’s visit to New Delhi in 1991. He proposed military 

cooperation with India. The latter instantly responded to his overtures by 

signing an agreement on Army-to-Army contacts. In 1995, Secretary of 

Defense William Perry and his Indian counterpart S. B. Chavan signed 

an accord known as Agreed Minute on Defense Relations’, which was 

aimed at expanding “the scope of the bilateral relationship to joint 

exercises and the possibility of technology transfers”.7Pursuant to the 

transforming of defence relationship between New Delhi and 

Washington, Malabar series of joint naval exercises were conducted 

between the two countries in 1992, 1995 and 1996. These exercises 

were, however, temporarily suspended when India carried out nuclear 

weapon tests in May 1998.8They were resumed in 2003 and since then 

joint military exercises are being conducted between two countries. The 

Malabar-15, 19th edition of the exercise, was conducted in the Bay of 

Bengal in October 2015. Thus, collaboration between the two navies 

helped boost maritime partnership. It was a great learning experience for 

both of them in terms of tactics, techniques and procedures. 

Interestingly, in 2015, Japan joined the bilateral Malabar exercise. 

With increasing bilateral defence cooperation, defence ties between 

India and the United States were upgraded to the level of defence 

agreement. A 10-year defence accord was signed in 2005 under which 

both countries decided to work toward an “enhanced level of 

cooperation” between the defence forces of two countries. This became 

evident when the U.S. aircraft carrier Kitty Hawk and India’s carrier 

INS Viraat participated in joint naval exercises held in the Bay of 

Bengal.  Interestingly, the Kitty Hawk was the same carrier that America 

had dispatched in the Bay of Bengal during the December 1971 Indian-

Pakistan War. Mahendra Ved, a defence analyst, noted:  “This sight of 

two aircraft carriers together underscored the growing importance of 

India in the military, especially maritime, scheme of things for many. 

Especially, the US, that wants to set the global agenda without the 

capacity to be everywhere, and must have partners."9The Framework of 

Defence Agreement was renewed for another 10 years in June 2015. 

This apart, army cooperation between India and U.S. centred on Yudh 

Abhyas (“practice for war”). Its idea was conceived in 2001. The first 

joint army exercise was conducted in 2004. Gradually, joint army 

exercises were expanded from company-sized field training to 

undertaking measures against piracy to ensure security of international 
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sea lanes. The Yudh Abhyas 12 saw three American tanks land on Indian 

soil for the first time along with 200 armoured personnel carriers. In 

2010, Yudh Abhyas was held in Alaska. The U.S. army also trained 

visiting Indian forces on the Javelin anti-tank missiles system in which 

India had shown interest. In general, the exercise focuses primarily on 

challenges of mutual concern such as counterinsurgency, 

counterterrorism, and peace-enforcement.10 

Apart from this, America embarked upon   stepping up its strategic 

diplomacy with the motivation to minimize India’s dependence on 

Russian military hardware. “New Delhi is undertaking a major military 

modernization program, with plans to spend some $100 billion over the 

7-10 years to update its mostly Soviet-era arsenal. U.S. weapons makers 

are eager to gain a slice of this lucrative pie, and American companies 

also see in India a potentially huge new market for sophisticated 

equipment such as surveillance and detection systems.”11The Wall Street 

Journal reports that “New Delhi has budgeted about 1.93 trillion rupees 

($36 billion) for defence spending in the financial year through March 

2013, an increase of 13% from last year, as neighbors Pakistan and 

China expand their military capabilities. Of this, about $15 billion is to 

buy weapons.12According to Ron Somers, president of the U.S.-India 

Business Council, defence sales [between India and the U.S.] have risen 

from just over $200 million in 2001 to over $14 billion.13 

Recently, America has offered to sell its highly sophisticated weaponry 

to India, which includes F-18 fighter aircraft, S-61/H-3A Sea King 

Helicopter, CBU-97 SFW Guided bomb, F-404 Turbofan for Tejas 

(LCA) combat aircraft indigenously manufactured in India. Besides, 

India has ordered the purchase of 10 C-130J Hercules military aircraft of 

the latest version, which will tremendously enhance its defence 

capabilities. In effect, India’s dependence on Russia might gradually 

reduce with long- term strategic implications for India-Russia relations. 

On the question of maritime security, India and the United States have 

the shared interest in ensuring the security of the sea lanes in the Indian 

Ocean as well as transit points like the Strait of Malacca. India’s former 

Ambassador Nirupama Rao observed, “As both our countries have a 

shared interest in maritime security in the region, cooperation in this 

area between India and the United States has deepened in the past 

several years. Our naval forces conduct regular joint exercises and 

exchanges. The anti-piracy operations off the coast of Africa, where our 

navies are working together with forces of other countries have brought 

in a new dimension that requires continued focus. Maritime security 

cooperation will only increase and strengthen in the future.”14 
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Nevertheless, a major challenge to Indo-US defence cooperation stems 

from rigid procedures and regulatory systems prevailing in both 

countries. During his visit to India in 2012, former secretary of defence 

Leon Panetta underscored the importance of defence trade between two 

countries, while terming India as a “linchpin” in America’s new defence 

strategy, mainly focused on “rebalancing” Asia-Pacific region. For that, 

he emphasized that it was essential to “cut through the bureaucratic red 

tape on both sides” in order to “make our defence trade more simple, 

responsive, and effective.”15Panetta suggested that India must further 

liberalize its defence sector by increasing the percentage of foreign 

direct investment to over 50 percent, On the contrary Latif and 

Inderfurth observe, “While such an arrangement may offend Indian 

sensitivities about excessive foreign investment in India’s defence 

sector….”16 

This was reinforced during the third summit meeting between President 

Barack Obama and Prime Minister Manmohan Singh in the White 

House in September 2013. Both leaders called for expanding the 

bilateral security cooperation, and underlined the imperative for “more 

intensive defense cooperation” between the two countries. They also 

realized the need for greater cooperation in enhancing their partnership 

in “defense technology transfer” and “co-development and co-

production.” Also, Obama welcomed India’s decision to participate in 

the Rim of the Pacific naval exercise hosted by U.S. Pacific Command 

in 2014. 

Nevertheless, the future of defence relationship will mainly hinge on the 

understanding of each other’s concerns, interests and expectations. 

America, for instance, expects India to offer  opportunities for 

investment in defence sector on better terms by increasing  its limit in 

foreign direct investment from 25 percent to  49 percent, and make 

”acquisition process clearer” and more “export-friendly”. India, on the 

other hand, wants America to relax its bureaucratic restrictions on 

transfer of advanced technologies on a long term basis. For a win-win 

situation, both the countries will need to develop a “joint vision” for 

defense cooperation in a broader sense of security and stability in Asia-

Pacific region.17 

In August 2016, Indian defence Minister Manohar Parrikar and his 

American counterpart Ashton Carter signed the Logistics Exchange 

Memorandum of Agreement (LEMOA) in Washington, which will 

allow their militaries to replenish from each other’s logistic facilities, 

including bases. Describing LEMOA as “a facilitating agreement”, the 

ministry states it “would be used exclusively during authorized port 

visits, joint exercises, joint training, and humanitarian assistance and 

disaster relief efforts.18The defence ministry further explains, “Logistics 
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support for any other cooperative efforts shall only be provided on a 

case-by-case basis through prior mutual consent of the Parties, 

consistent with their respective laws, regulations and policies."19 

In order to ally any misplaced fear, the defence minister made it clear 

that the LEMOA was not tantamount to a kind of military alliance 

between two countries. Nor does it “create any obligations on either 

Party (India or the US) to carry out any joint activity. It does not provide 

for the establishment of any bases or basing arrangements.”20 

Nevertheless, India needs to be cautious that if once trapped in the US 

global strategic schema it would be difficult for India to get out of it. 

Second, it might have long term implications for India-Russia defence 

and strategic relations.  

For, Putin is now coming closer to China and Pakistan as never before.  

Russia and Pakistan recently carried out joint military exercises in 

October 2016. A strategic triangular relationship of Russia-China-

Pakistan is in the offing. Therefore, Indian policy makers and its 

strategic community must come out with a clear cut strategic vision so 

as to outline India’s policy approaches while defining the impending 

threats and challenges likely to emanate from the potential triangular 

relationship.  

Strategic Dialogue  

In his momentous policy speech on “rebalance toward the Asia-Pacific 

region, January 3, 2012, President Obama described India as the United 

States “indispensable strategic partner” whose cooperation is  vitally 

essential for  “future stability and growth” of the region. He took 

initiative to begin strategic dialogue with India in order to further 

expand the scope of and solidify strategic partnership between New 

Delhi and Washington for a safer and more secure world order.  

In pursuant to this, Indo- US strategic dialogue was instituted on July 20, 

2009. Its first meeting was held in Washington, D.C. on June 1-4, 2010. 

In this meeting Secretary Hillary Clinton and India’s External Affairs 

Minister S.M. Krishna underlined the imperative of deepening “people-

to-people, business-to-business, and government-to-government 

linkages between the world’s oldest and largest democracies, for the 

mutual benefit of both countries and for the promotion of global peace, 

stability, economic growth and prosperity….."21Minister Krishna and 

Secretary Clinton also reiterated their commitment to an “open, 

balanced, and inclusive architecture” of cooperation in Asia. Secretary 

Clinton welcomed “India's leadership role in helping to shape the rise of 

a stable, peaceful and prosperous Asia. They shared their perspectives 

on South and Central Asia, East and Southeast Asia, the Middle East and 
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the Indian Ocean regions and pledged to expand regular high-level 

exchanges on regional issues of mutual concern.”22 

At its third meeting held in Washington D.C. in 2012, Krishna and Ms 

Clinton reflected on the remarkable expansion and growth of the 

bilateral relationship since the launching of Strategic Dialogue in 2010. 

“They committed to further broaden and deepen the U.S.-India global 

strategic partnership and charted a vision for the future, centred on 

promoting shared prosperity, peace, and stability.” 23A Joint Statement 

was issued at the end of meeting on 13 June 2012, which stated:   

Secretary Clinton and Minister Krishna affirmed the importance 

of maritime security, unimpeded commerce, and freedom of 

navigation, in accordance with international law, and the 

peaceful settlement of maritime disputes. The two sides agreed to 

continue to consult closely on key global issues, including 

bilateral exchanges and information sharing in areas such as 

counter-narcotics, countering piracy, maritime safety, and 

humanitarian assistance/disaster relief. Determined to curb the 

problem of piracy off the coast of Somalia, both governments 

planned to improve coordination of their anti-piracy efforts. 

They also planned to cooperate in addressing the problem of 

hostage-taking by pirates.24 

The fourth meeting of strategic dialogue was held in New Delhi in June 

2013 in which Secretary Kerry and his Indian counterpart Khurshid 

agreed to deepen strategic partnership in the Asia-Pacific region. As a 

matter of fact, both the countries have common stakes in constricting the 

role of   China in the region. Walter Lohman of the Heritage Foundation 

in his testimony on March 13, 2013, before the Subcommittee of Asia 

and the Pacific of House of Representative stated that “U.S. and Indian 

approaches to China diverge in ways that complicate this shared 

theoretical, geopolitical priority. Neither the U.S. nor India consistently 

pursues a “balancing” strategy vis-à-vis China; engagement is an equally 

prominent element of both nations’ China policies. From the Indian 

perspective, China is first a neighbor- a relatively strong one that the 

Indian foreign policy and security establishments are loath to provoke. 

Secondly for India, China is economic opportunity. It is India’s largest 

trading partner, and each has nascent, growing investment interests in 

the other.”25 

If perceived in a holistic perspective, strategic dialogue is mutually 

beneficial provided both sides formulate a long term coordinated 

strategy to   tackle the potential threat of piracy to ensure   maritime 

security. It is understandable that their shared interests have led them to 

forging security partnership to protect sea lanes in the Indian Ocean 
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region. However, it remains ambiguous whether both the countries have 

jointly started working on dealing with the repercussions of China’s 

overt and covert activities in the Indian Ocean. Furthermore, as reported, 

Pakistan has handed over the control of Gwadar Port to China.26 This 

will have long- term strategic implications for India and the United 

States in view of China’s direct strategic intrusion into the Arabian Sea 

and the Indian Ocean.  

Pakistan as a Factor   

During the Cold War era, America looked upon South Asia through the 

Pakistani lenses. The administration’s naïve attempts at establishing 

military parity between India and Pakistan resulted in a fierce armament 

race between India and Pakistan in South Asia. Not only this, American 

military and strategic succor to Pakistan also bolstered war jingoism 

between two historic rivals- India and Pakistan. Be that as it may, 

Pakistan’s diplomacy has largely been successful while compared to 

India’s ill-conceived and flawed diplomacy.  For instance, Pakistan has 

been able to maintain an “all -weather friendship” with China 

consistently since March 1963. At the same time, Pakistan managed to 

extract massive military and economic assistance from America by 

playing the China card dexterously. Through this, Islamabad gave a loud 

message to Washington that Pakistan was not without friends. But Los 

Angeles Times holds a contrary view, saying that “Beijing could never 

replace the billions in aid that Washington provides” to Pakistan.27 

 

It is true that the Pakistani ruling class has been able to manipulate the 

U.S. assessment   that it can neither defeat terrorism nor bring internal 

security and stability in Afghanistan without Pakistani support. But 

U.S.-Pakistan relations reached at the lowest ebb following the killing of 

24 Pakistan soldiers in Drone attacks in November 2011, including the 

killing of Al Qaeda supremo Bin Laden in Abbottabad on Pakistani 

territory in May 2011. As a reactionary action, Pakistan refused to allow 

its land routes to NATO and US forces for use. America has had to, 

although temporarily, turn to Central Asia as an alternative source of 

supply routes. It was upon the administration’ regrets over the killings of 

Pakistani soldiers, Islamabad agreed to allow its territory for logistical 

support to U.S forces.  

 

At the same time, the Obama administration, while redefining its policy 

strategy, sought to engage India so that Washington and New Delhi 

could work together  to ensure internal security and political stability in 

Afghanistan after  withdrawal of  U.S. forces  from Afghanistan. But 

President Obama has been ambiguous over as to what kind of 

relationship America intends to maintain with India and Pakistan after 
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the withdrawal of U.S. troops. Also, President Obama seems to be 

reluctant to take any risk of adopting such policy stance that might   

jeopardize the U.S. relations with Pakistan. On the other hand, New 

Delhi wants Washington to be clear headed on this issue so that Indian 

misgivings, whatsoever, could be dispelled that India’s  ruling leaders 

perceive absolutely essential for consolidating their strategic partnership.     

 

Afghanistan Imbroglio 

India’s policy towards Afghanistan is guided by its “enlightened 

national interests” to prevent Afghanistan’s emergence as a “client 

state.” India’s core security, strategic and economic interests demand 

that after withdrawal of US forces from Afghanistan, New Delhi’s 

engagement with Kabul must remain intact. It may be noted that India is 

Afghanistan’s key partner in developing its infrastructure, training its 

army and security forces and building civilian capacity. On the contrary, 

Pakistan does not want to give India an enough strategic space in 

Afghanistan.  

The Obama administration has, however, given an assurance to New 

Delhi that it will support India’s security and economic role in 

Afghanistan.  New Delhi has also conveyed its clear message to 

Washington that a democratic, peaceful and stable Afghanistan will be 

in the interests of both countries. Hence, both of them are required to 

make concerted efforts to ensure political stability, internal security and 

economic prosperity in Afghanistan. 

The US policy in Afghanistan is clear. Even if it withdraws its forces in 

2017, its strategic presence in Afghanistan and Central Asia will 

undoubtedly remain in one form or the other. Without exaggeration, 

Washington has a double-edged strategy. Without embroiling itself 

militarily directly, America  will advance its strategic interests under the 

garb of  its role as  a facilitator  of security and stability in the region .On 

the one hand, America will continue securing its  political, economic 

and  security interests by  drawing itself closer to the “great game” of  

Central Asia.28 

But one thing is for sure that India’s options will be considerably 

curtailed after the withdrawal of US troops from Afghanistan. There are 

two main reasons for it. First, India has no reliable friends in the region 

to bank upon their solid support, as China enjoys through its stable and 

firm strategic ties with Pakistan to protect and promote its myriad 

interests in the region. Second, America’s own limitations will scarcely 

permit it a free hand to do much for India once it leaves Afghanistan 

forever. Moreover, America will do its best to avoid repeating its past 

flawed policies pursued during its long military presence in Afghanistan. 
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C. Christine Fair has expressed consternation that while U.S. may not be 

able to balance “its interests among Afghanistan, Pakistan, and India, 

India too is experiencing its own limitation in the very region over 

which it claims hegemony.”29 

India also needs to be wary to chart its own course of action while 

dealing with Afghanistan in the altered geo-strategic scenario, especially 

when American forces will bid adieu from it. There are little chances of 

improvement in India-Pakistan relations. Teresita H. Schaffer has noted, 

“In Afghanistan, the U.S. has long welcomed India’s economic role, but 

now also looks on a carefully calibrated Indian security role as a 

stabilizing factor. Both countries recognize that as the U.S. gets closer to 

its planned withdrawal of combat troops, it will be essential to deal both 

with Pakistan’s relationships inside Afghanistan and with its extreme 

anxiety about Indian intentions there. This will complicate the way the 

U.S. and India deal with each other on Afghan affairs. But having 

defined important common goals, they should be able to surface any 

disagreements, hopefully before they become important obstacles.”30 

US Commander General John Nicholson during his visit to New Delhi 

in August 2016 praised Indian role in training of thousands of Afghan 

forces. When he met Ajit Doval, India’s National Security Advisor, and 

Foreign Secretary S. Jaishankar, he underlined that Afghanistan needed 

more military hardware, including helicopters to deal with Taliban and 

other terrorist outfits including Haqqani networks. But India’s greater 

role in Afghanistan whether in the realm of development assistance to or 

military role in Afghanistan will backlash from Pakistan. Further, 

America’s role in Afghanistan has been marginalized. Obama’s angst 

continues that America more than 2,000 Americans have lost their lives 

without bringing peace and internal stability in Afghanistan even after 

over a fifteen-year US military presence in Afghanistan. America 

understands it well that there is not much scope of collaboration between 

New Delhi and Washington after its troops leave Afghanistan once for 

all. Rather, the China-Pakistan-Russia axis will emerge stronger to offset 

the Indian or American influence in Afghanistan. At the trilateral 

meeting held in Moscow in December 2016, they discussed the security 

situation in Afghanistan while Afghanistan was excluded from the 

meeting. How is it possible to discuss Afghanistan without its 

participation in the crucial meeting? This clearly gave hints that they 

will be the primary actors to reshape Afghanistan’s political and 

strategic future. India is also amazed at an increasing military 

cooperation between Russia and Pakistan.  
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Conclusion  

An enduring strategic partnership is indispensable for both the countries 

to protect and promote their respective national interests. In the evolving 

strategic environment, China will continue to loom large in the New 

Delhi-Washington relationship. Their common interest lies in restricting 

China’s expanding strategic footprint in Asia, particularly in South Asia 

and Southeast Asian region. This apart, China has already launched a 

well-thought out strategy for “power projection” in the Indian Ocean, 

which impinges on security concerns of India and the United States. If 

New Delhi and Washington fail to rise to the wake-up call, their 

security, economic and trade interests might be enormously jeopardized.  

Moreover, America’s declining influence has emboldened its old allies 

like Pakistan to defy U.S. strategic “fiat.” Also, Pakistan’s increasingly 

strategic closeting with China needs to be taken seriously by India and 

the United States since Pakistan’s single most goal is focused on 

stabilizing China’s role and influence in South Asia and the Gulf region 

with the motivation to harm India-U.S. interests in Asia. In order to 

offset China’s growing power projection and influence in the region, 

India needs closer and better  strategic cooperation and coordination 

with the United States without diluting its old strategic partnership with 

Russia— a crucial factor in Sino-Indian and India-Pakistan relations. 

The Modi government needs to understand that China will make every 

possible effort, in conjunction with Russia and Pakistan, not only to 

marginalize India’s role in South Asia and Afghanistan but also to 

reduce the US influence in the region. 

The “unity in difference”, Ashley Tellis’ phrase, is the key to cementing 

Indo-American partnership. For example, if India can help sustain 

American interests in the Asia-Pacific region, America should also 

extend its diplomatic and moral support to India’s legitimate territorial 

claims in Arunachal Pradesh vis-à-vis China. In other words, their 

respective national interests make the India–US partnership not only 

mutually dependent but also indispensable for peace, security, and 

stability in the Indo-Pacific region. 
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Abstract 

The India-Japan engagements are not just focused on economic issues, 

but they also include a wide range of interests encompassing regional 

security, maritime issues, energy security and United Nations reforms. 

Both are formulating a strategic partnership to mitigate the risks and 

vulnerabilities arising out of the current transition of power in Asia. By 

closely cooperating on matters pertaining to Asian security, India and 

Japan are now investing in a long-term strategy to balance China’s 

hegemonic policies. Bilateral relationship is now poised to enter a 

dynamic new phase. 

Keywords: India-Japan relations, China, Asia, geopolitics, Asian 

security 

Indian Prime Minister Narendra Modi visited Japan in November 2016 

for annual summit meeting with his Japanese counterpart, Shinzo Abe. 

The significance of the summit should be seen in the relentless efforts 

made by both countries to broaden and diversify their relationship. The 

summit, high on both atmospherics and substance, became a symbol of 

an upward trajectory in the strategic ties between Asia‘s largest and 

oldest democracies. Emphasizing ―the high degree of convergence in the 

political, economic and strategic interests of the two countries‖, 

Narendra Modi and Shinzo Abe decided to develop synergy between 

India‘s ―Act East Policy‖ and Japan‘s ―Free and Open Indo-Pacific 

Strategy‖. The signing of civil nuclear cooperation agreement ―reflects a 

new level of mutual confidence‖ and marks another important milestone 

in the ever-expanding strategic partnership between India and Japan.
1
 

Chinese diplomats must have taken notice when both the leaders called 

for ―a balanced, open, inclusive, stable, transparent and rules-based 

economic, political and security architecture in the Indo-Pacific region‖ 

in their joint statement.
2
 

―I cannot think of a strategic partnership that can exercise a more 

profound influence on shaping the course of Asia and our interlinked 

ocean regions more than ours.‖
3
 This is how Narendra Modi described 

India-Japan relationship when Shinzo Abe was in New Delhi for the 

bilateral summit in December 2015. Both prime ministers reached a 

slew of agreements that underscored how their personal chemistry can 

transform India-Japan strategic ties ―into a deep, broad-based and 

action-oriented partnership‖
4
. Modi‘s Japan visit in September 2014 had 
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attracted similar attention in the strategic circles. It was also his first 

foreign tour outside the Indian subcontinent since assuming office of the 

prime minister a few months ago. Emphasizing the importance of Japan, 

Modi had remarked that his visit was a clear ―reflection of Japan‘s 

importance in India‘s foreign policy and economic development and her 

place at the heart of India‘s Look East Policy‖.
5
 

Since Narendra Modi and Shinzo Abe have been in power, there has 

been an unprecedented advance in relations between the two countries, 

symbolised by three extremely productive summit meetings marked by 

extraordinary warmth, courtesy, and fanfare. The gestures of solidarity 

from both sides have been extraordinary.  

The drive for a close strategic partnership between New Delhi and 

Tokyo has been building up for quite some time. India‘s nuclear tests in 

May 1998 adversely affected its ties with Japan, the only country to 

have suffered an atomic bombing. However, the last decade has 

witnessed a growing bonhomie between the two countries. A range of 

factors has helped this partnership thrive, including mutual suspicion of 

China‘s stupendous rise on strategic and economic fronts, India‘s 

economic resurgence, and most importantly, New Delhi‘s closer 

engagement with Washington.   

Changing Strategic Landscape in Asia  

India and Japan seem very eager to forge a closer partnership, which can 

be viewed as a smart strategy to reduce vulnerabilities in security, 

economic and diplomatic spheres in case the current power transition in 

Asia results in a highly uncertain geopolitical landscape. Since the end 

of the Second World War, Japan‘s security policy has hinged around its 

alliance with the US, including Washington‘s commitment to nuclear 

deterrence. With China‘s growing prowess and America‘s relative 

decline, Japan fears dilution of Washington‘s capability to continue its 

security commitments. 

 Emerging from the painful history of British occupation, newly 

independent India felt increasingly uncomfortable with the alliance 

system of the Cold War period and preferred ‗strategic autonomy‘ 

instead as a cornerstone of its foreign policy strategy. The post-Cold 

War realities led to readjustment in American attitude towards India. 

The growing US interest in India as a stabilizing factor in Asia has led 

Washington to nurture vigorous bilateral relations with New Delhi. As 

the US recognised India as a long-term security partner, India also 

started prominently figuring in Japanese security discourse. Japan‘s 

approach toward India, which was shaped by ideological compass of the 

Cold War, underwent a remarkable shift. The growing Chinese presence 

in the Indian Ocean region, and Beijing‘s persistent attempt to build 

alliance-like relationship with most of the countries in South Asia have 
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contributed to a significant concern in Indian policymaking circles over 

strategic ‗encirclement‘ by China. With domestic politics keeping it 

absorbed, New Delhi has so far shown circumspection about countering 

this strategy, knowing that China itself worries about potential 

encirclement by the strategic grouping of the US, India and Japan.
6
 But 

as India and China seek to expand their respective spheres of influence, 

there is likelihood of a combination of security-related tension and 

economic cooperation, with unpredictable outcomes.  

Continuous concern regarding China‘s abrasive actions in territorial 

disputes plague Beijing‘s image as demonstrated by Japan‘s new 

defence policy focusing mainly on China‘s growing military 

capabilities. Japan‘s ―National Defence Programme Guidelines for FY 

2014 and Beyond‖ expresses discomfort about the possible development 

of grayzone situations into serious contingencies. The document 

expresses serious concern about the rapid advancement of Chinese 

military capabilities and the intensification of Chinese activities in seas 

and airspace, which are viewed as ―China‘s attempts to change the status 

quo by coercion.‖
7
 

A strong bilateral strategic partnership, therefore, appears attractive to 

both New Delhi and Tokyo. Both face similar structural challenges and 

are trying to build a partnership to ensure greater stability in the Indo-

Pacific region. If Japan is looking for a trustworthy partner to 

counterbalance the rise of a belligerent China, then the most suitable 

candidate can be none other than India. Both Japan and India have 

nervously watched phenomenal increases in China‘s military spending, 

from ballistic missiles to aircraft carriers and stealth fighters, with great 

alarm. Both also view Beijing‘s grand economic plans, ―such as the Silk 

Road Initiative and the China-Pakistan Economic Corridor, as neo-

mercantilist moves aimed at displacing‖ New Delhi and Tokyo as trade 

rivals.
8
 China‘s maritime aggressions provide solid motive ―for Japan to 

recruit India to its cause, whether it‘s upholding the principle of free 

navigation in the South China Sea or closer to home, in the East China 

Sea‖.
9
 

Therefore, the underlying reason behind India-Japan collaboration is 

very strong: ―If China, India and Japan constitute Asia‘s strategic 

triangle – with China representing Side A (the longest side of this 

scalene triangle), India Side B and Japan Side C — the sum of B plus C 

will always be greater than A. In the absence of a Japan-India axis, the 

rise of a Sino-centric Asia could become inevitable‖.
10

 So long as the 

US-Japan alliance continues, Tokyo‘s security cooperation with New 

Delhi will be based on US-Japan relations. Considering China‘s rapid 

military modernization, Tokyo cannot contemplate a security policy 

without alliance with the US. Japan is in the process of reforming the 

country‘s security policy; however, this is not intended to decrease 
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dependence on the US. In fact, Japan started taking India more seriously 

after the Indo-US nuclear deal and after clear indication that Washington 

was taking greater geopolitical interest in New Delhi. The US-India 

Joint Strategic Vision for the Asia-Pacific and Indian Ocean Region 

enunciated in January 2015
11

 and the US-India Joint Statement on the 

Visit of Secretary of Defence Ashton Carter to India in April 2016
12

 

underscored the ―importance of safeguarding maritime security and 

ensuring freedom of navigation and over flight throughout the region, 

including in the South China Sea.‖ The inclusion of South China Sea in 

both the statements clearly reflects strategic convergence between India, 

the US and Japan.   

Japan has been an established power since the last century, whereas 

India has achieved greater progress in the present century. In 2016, 

Japan and India are the world‘s third and seventh economies, with an 

annual GDP of $4.3 and $2.5 trillion, respectively.
13

 After China, India 

and Japan are also Asia‘s largest military spenders, which are 

undertaking massive military modernization programmes in response to 

the changes in their security environment. In 2015, where India‘s 

military spending stood at $51.3 billion, Japan spent approximately $41 

billion on its military requirements.
14

 India is planning to spend 

approximately $100 billion in the next ten years on defence 

modernization alone.
15

 

Japan‘s military budget has already seen a hike under Shinzo Abe, who 

has initiated the process of reforming the so-called peace constitution. 

Extremely pacifist or antimilitaristic norms underlying Article 9 of the 

constitution have meant that Japan‘s outlook on national security is 

driven by a strong reluctance to utilise military power. However, Japan‘s 

debate on national security has intensified in recent years, with signs of 

a significant shift in its demilitarised stance. Japan‘s right-wing and 

nationalist elite, led by Prime Minister Abe, strongly feel that the war-

renouncing Article 9 of the Constitution was a humiliating imposition by 

the victorious US army. They are longing to restore Japan to the status 

of a major political, economic and military power. 

What has really unnerved the two countries is China‘s economic and 

military rise and its territorial assertiveness. China vehemently contests 

Japan‘s sovereignty over the islands of Senkaku. In 2010, when Japan 

detained a Chinese fisherman for intruding its territorial waters, a major 

diplomatic stand-off precipitated between the countries. China‘s 

restriction on the supply of rare earth metals to Japan and its selective 

targeting of Japanese businesses in mainland China suggest that 

enormous economic interdependence between the two nations proved 

fruitless at restoring normalcy to their political ties.
9
 Since then, 

diplomatic relations between the two countries have remained cold.  
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To sum up, following reasons can be attributed to growing Japanese 

assertiveness in recent years.   

1. The Japanese government cannot entirely ignore the domestic 

criticism that Japanese global economic benevolence has not led 

to corresponding increase in its stature on the world stage. Not 

being a Permanent Member of the UN Security Council is one 

example. 

2. Japan‘s contribution is considered to be negligible in military or 

security spheres. In reality, Japan is a great military power 

already and would like to shoulder global military responsibility 

which will force Tokyo‘s present and potential adversaries to 

take it seriously. 

3. Japan cannot afford to remain casual in upgrading its military 

capabilities in response to North Korean‘s nuclear provocations 

and alarming threat of China‘s rapid military modernization. 

Specifically, Japan would like both North Korea and China to 

stop entertaining the thought that there could be a military 

vacuum in the region if the US shifts its attention away.  

4. Promoting the defence industry would help the recovery of the 

Japanese economy. 

5. The current mood of competitive nationalism with China will 

help prepare the Japanese people to be supportive of the process 

for amending the ‗pacifist‘ Constitution. 

Although relations between India and China appear normal compared to 

the China–Japan equation, distrust of China‘s intentions lingers deep in 

New Delhi. Territorial anxieties notwithstanding, India and Japan share 

four major other concerns vis-à-vis China. 

1. They are concerned that their growing economic interdependence 

with China might make the Indian and Japanese economies more 

vulnerable to Beijing‘s economic coercion.
11

 

2. They are perturbed by China‘s strategy of using surrogates in 

East and South Asia, primarily North Korea and Pakistan, to tie 

them down. China has provided these nations with missile and 

nuclear technologies. Threats emanating from Pakistan and 

North Korea have seriously undermined India‘s and Japan‘s 

national security. 

3. China has resisted the entry of India and Japan in the UN 

Security Council (UNSC), even when most other permanent 

members have shown an inclination to support their eventual 

inclusion as permanent members.  
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4. Japan and India are worried over China‘s expanding maritime 

claims and influence in both East Asia and the Indian Ocean. 

India is considered a status-quoist power, where China is often regarded 

as revisionist. Without naming China, Modi has deplored the expansion 

tendencies of some countries, which leads to mounting concerns among 

states that prefer the status quo. These concerns have always been a part 

of the strategic calculus of India and Japan. The prominence of these 

concerns in contemporary strategic discourse has been a function of 

another geopolitical shift – the relative decline of the US. The two long 

wars in West Asia and Afghanistan, as well as the 2008 financial crisis, 

has made America more inward-looking in its foreign policy than at any 

other time in the recent history.  

Uncertainty about Chinese power and intentions in the region as well as 

of future American commitment to maintaining the balance of power in 

Asia figure high in the strategic thinking of India and Japan. Rapidly 

evolving regional geopolitics has forced New Delhi and Tokyo to devise 

alternative strategies to manage the transition of power in the region. 

While solidifying security partnership with the US, India and Japan are 

actively hedging against the possibility of America‘s failure to 

eventually balance China‘s growing power.  

Defence Partnership 

Faced with the innumerable traditional and non-traditional maritime 

security challenges, coupled with the geopolitical uncertainties 

surrounding the power balance in the Indo-Pacific, India has started to 

factor in a growing Chinese presence in its own neighbourhood for its 

security calculations.  

Japan and India have been cooperating on defence and security issues 

for more than a decade. The two countries institutionalised their bilateral 

security cooperation by signing a landmark Joint Declaration on 

Security Cooperation in October 2008.
16

 This was only the third security 

pact that Japan signed with another country, after the United States and 

Australia. The pact was followed in 2009 by an action plan for enhanced 

defence cooperation, including annual strategic dialogue between 

foreign ministers, annual senior officials 2+2 dialogue, and annual 

bilateral naval exercises.
17

 

In 2010, India and Japan steadily expanded their security and defence 

ties, with cooperation ―to enhance their capacity in responding to 

security challenges such as maritime security which entails safety and 

freedom of navigation and counter-piracy, humanitarian assistance and 

disaster relief and response, inter alia, through bilateral and multilateral 

exercises, information sharing, training and dialogue‖, ―and mutual 

exchange of schedules of escort operations by the Indian Navy and 
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Japan Self-Defence Forces in the Gulf of Aden‖.
18

 The first round of 2 + 

2 India-Japan interaction was held in July 2010. 

Maritime security is pivotal to India-Japan defence cooperation as both 

countries share many common interests and concerns. Both economies 

are heavily dependent on imports of critical energy resources from the 

Persian Gulf, which makes maritime commerce important. Securing sea-

lanes of communication (SLOC) requires systematic efforts by India and 

Japan in view of their overlapping interests. Though the navies of India 

and Japan have been working closely, the bilateral naval partnership has 

been on an upswing since 2008.The two countries held their first 

bilateral maritime security dialogue in 2009.  

These developments were a clear indication of the fact that India has 

acquired a preeminent position in Japan‘s security calculations in Asia. 

Until a few years earlier, ―India hardly ever figured in any Japanese 

discourse on the emerging Asian security landscape. But today it is 

difficult to think of any such security discussions in Japan without 

reference to India. There is a fundamental transformation in the Japanese 

assessment of India‘s role in the shaping of new Asian security 

architecture‖.
19

 

Japan is essentially a maritime nation depending on the oceans for its 

resources and external trade. As much as 90 per cent of Japan‘s oil 

requirements come from the Persian Gulf region. Any disruption to its 

energy supplies could seriously affect its economy. India‘s economic 

and strategic interests are closely tied with the security of the Indian 

Ocean. Despite its long historical maritime traditions, India initially did 

not pay much attention to the need for ensuring the safety of the 

coastline due to conflicts with China and Pakistan. But since the end of 

the Cold War, New Delhi has pursued a comprehensive maritime 

strategy that takes into account several factors like the development of 

modern ports and harbours, exploitation of marine resources and 

expansion of commercial shipping. India‘s geographic position endows 

it with a great opportunity to play an important role in ensuring global 

maritime security. India is distinctively situated between two most 

critical chokepoints for global oil supplies – the Strait of Malacca to its 

east and the Strait of Hormuz to its west. The energy supplies of all big 

powers in Asia must pass through these two straits. For Japan, the Strait 

of Malacca is the main passage between the Indian Ocean and the South 

China Sea.  

When India‘s Defence Minister A.K. Antony visited Japan in November 

2011, it was agreed upon to conduct bilateral naval exercises.
20

 To 

operationalise the agreement, the first Japan-India Maritime bilateral 

exercise codenamed JIMEX-12 was conducted by the Indian Navy with 

Japanese Maritime Self Defence Force in June 2012, off Yokosuka, 
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Japan.
21

 In December 2013, the Japanese Navy conducted its first 

bilateral maritime exercise with the Indian Navy in the Bay of Bengal. 

Japan‘s ―National Defence Program Guidelines for FY 2014 and 

Beyond‖ provides authoritative public statements on Japan‘s basic 

defence policy and perception of its security environment. The 

document unambiguously states that ―Japan will strengthen its 

relationship with India in a broad range of fields, including maritime 

security, through joint training and exercises as well as joint 

implementation of international peacekeeping activities‖.
22

 The level of 

strategic convergence between the two can be gauged from the fact that 

in 2014 India  invited the Japanese Navy to participate in the annual 

Malabar exercises, which is normally an annual bilateral naval exercise 

involving India and the US. The exercise mainly focuses on anti-piracy 

and anti-terrorism operations. India‘s invitation to Japan to participate in 

the exercises was a significant move considering the fact that Japan‘s 

participation in the Malabar Exercise in 2007 and 2009 had ruffled 

feathers in China, forcing India to discontinue the practice. Revival of an 

earlier practice of India–US–Japan trilateral exercises despite China‘s 

overt displeasure signalled a more confident and forceful maritime 

policy on India‘s part. Modi and Abe in September 2014 also ―attached 

importance to the regularization of bilateral maritime exercises as well 

as to Japan‘s continued participation in India–US Malabar series of 

exercises‖.
23

 The regular appearance of Chinese nuclear submarines in 

the Indian Ocean and building of a Chinese Navy base in Djibouti
24

 are 

factors that extend Indo-Japan maritime cooperation to the Indian 

Ocean. 

Modi‘s visits to Japan in 2014 and 2016 have reinforced this emerging 

defence partnership. Per the 2014 Tokyo declaration, Japan would 

become part of the Indo-US bilateral naval exercises as a full partner. 

Besides, negotiations on trade in defence equipment from Japan are 

progressing as India has shown keen interest in buying sophisticated 

defence equipment from Japan. When India‘s Defence Minister 

Manohar Parrikar visited Japan in March-April 2015 to attend India-

Japan Defence Ministerial Meeting, it was underscored that ―India and 

Japan have the potential in the area of defence equipment and 

technology cooperation, which can emerge as a key pillar of bilateral 

defence relations‖.
25

 During his meeting with the Foreign Minister of 

Japan, Defence Minister Parrikar identified Japan as privileged partner 

of India in ‗Make in India‘ including in defence equipment and 

technology sector.
26

 

Building upon the deepening bonhomie, New Delhi is interested in joint 

development and production of defence equipment with Tokyo since 

Japan overhauled ‗outdated‘ guidelines on weapons exports and eased 

rules on sales of military equipment in 2014.
27

 During Modi's visit to 
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Japan in November 2016, both India and Japan also recognised ―the 

need to further expand defence engagement through greater two-way 

collaboration and technology cooperation, co-development and co-

production‖.
28

 Tokyo has also lifted ban on six Indian firms including 

HAL, which had been imposed in the aftermath of the 1998 nuclear 

tests, paving way for transfer of Japanese military technology to India.
29

 

Consequently, the progress on negotiation on the Utility Seaplane Mark 

2 (US-2) amphibian aircraft operated by the Japan‘s Self-Defence 

Forces, is now in its final stages. Indian Navy wants to obtain US-2 

aircraft for use in patrolling the Andaman and Nicobar islands.
30

 The 

US-2 can take off and land on water even in bad weather and can be 

used in rescue operations.
31

 Japan has made the sale of US-2 aircraft a 

litmus test of military ties with India, ―without which defence relations 

will be solely about holding exercises.‖
32

 If this transaction takes place, 

it will be Japan‘s first big arms export since World War II. This soon-to-

be-clinched defence deal should be seen as an extension of strategic 

partnership between India and Japan. Although Modi‘s visit did not see 

the finalization of the sale of the aircraft, the joint statement issued after 

the 2016 bilateral summit notes India‘s appreciation for Japan‘s 

readiness to provide the US-2 amphibian aircraft.   

Civil Nuclear Cooperation 

The nuclear deal between India and Japan during Narendra Modi‘s visit 

to Japan in November 2016 can be considered a masterstroke for Indian 

diplomatic realpolitik. It was the culmination of a process that began 

with a memorandum of understanding signed in December 2015 during 

Japanese Prime Minister Shinzo Abe‘s visit to New Delhi. This is the 

first nuclear pact Japan has entered with a country that is not a signatory 

to the Non Proliferation Treaty (NPT). With the deal, Japan has 

bolstered India‘s non-proliferation credentials, helping New Delhi to get 

an entry into the Nuclear Suppliers Group (NSG). 

India is the world‘s third largest importer of crude oil, accounting for 9 

percent of global imports in 2015.
33

 Since nuclear energy is relatively 

cheap and clean, the government has been making all out efforts to 

harness it. Nuclear energy is the only realistic option for ensuring a 

steady supply of energy to manage the ever increasing demands for 

electricity. The conclusion of the nuclear accord has paved the way for 

Japan to export nuclear power plants as well as nuclear technology to 

India. This landmark agreement would enable India‘s nuclear deals with 

the US and France since key components of nuclear reactors, including 

safety components and the domes of nuclear power plants, are a near-

Japanese monopoly.
34

 There are expectations among Japanese nuclear 

power facility manufacturers for the realization of such exports. 
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Economic Cooperation  

Compatibility between India and Japan goes beyond convergence on 

geostrategy and geopolitics. Economic calculations play their part as 

well. This may come as a surprise that British India accounted for 10-15 

percent of Japan‘s foreign trade until 1937. Even after World War II, 

independent India was an important trade partner of Japan, accounting 

for 2-4 percent of trade until around 1965.
35

 Since the mid-1960s, India 

became more inward-looking, whereas Japan‘s economic relations 

became increasingly focused toward East Asia, resulting in economic 

estrangement between the two Asian countries. Entirely contrary 

strategic and economic positions kept India and Japan apart as India 

became actively involved in the non-alignment movement with a tilt 

towards the Soviets, while Japan came under the tutelage of the US. 

When India faced a severe balance of payments crisis in 1991, New 

Delhi was forced to approach the International Monetary Fund for 

assistance. India also approached Japan for financial support, but drew a 

blank. It must be recalled that the then Finance Minister of India, 

Yashwant Sinha, had to return from Tokyo without any success and he 

was kept waiting for an appointment with his Japanese counterpart.
36

 

The end of the Cold War, however, removed one of the biggest hurdles 

keeping the two democracies aloof. Indian government embarked upon 

wide-ranging economic reforms in 1991 that focused on liberalization, 

including removal of import controls and lowering of tariffs. 

Subsequently, the Indo-Japan economic relations showed signs of 

expansion. But India‘s nuclear tests in 1998 evoked a sharp response 

from Tokyo, and Japanese sanctions against India pushed bilateral 

economic relations to a rock bottom. However, things started improving 

thereafter. India became the largest recipient of Japanese Official 

Development Assistance since 2003. Bilateral trade started to show an 

upward trend, increasing from US$5.36 billion in 2004–05 to US$ 18.51 

billion in 2012–13. However, the speed and scope of trade expansion is 

still limited as the data for the last two years has not been encouraging. 

Japan-India trade reached US$15.52 billion in 2014-15, showing a 

decrease of 4.73% over 2013-14 when the total bilateral trade was 

$16.29 billion.
37

 

During Prime Minister Manmohan Singh‘s Tokyo visit in October 2010, 

India and Japan signed a comprehensive economic partnership 

agreement (CEPA).
38

 The CEPA which became effective from August 

2011, envisages abolition of tariffs over 94% of items traded between 

India and Japan over a period of 10 years. This measure is likely to 

boost up trade and investment ties. It has been argued that ―India-Japan 

CEPA and partnership could help facilitate a process of shifting 

economic power to Asia while simultaneously ensuring greater 

economic co-operation with extra-regional economic centres‖.
39

 



VinayKaura 27 

Indian government has constantly courted Tokyo to invest in some of its 

highest profile infrastructural projects, including the Delhi-Mumbai 

Industrial Corridor (DMIC) project and Dedicated Freight Corridor 

(DFC). The Dedicated Freight Corridor project is intended to meet the 

transport requirements of the Eastern and Western Corridors for the next 

15-20 years. Efforts are being made for an early realization of the 

Western Corridor of the DFC which will be the backbone of the Delhi 

Mumbai Industrial Corridor. The DMIC project, which spans the six 

States of Uttar Pradesh, Haryana, Madhya Pradesh, Rajasthan, Gujarat 

and Maharashtra, seeks to create a strong economic base with a globally 

competitive environment and state-of-the-art infrastructure to activate 

local commerce and enhance investment.
40

 During Modi‘s Japan visit in 

November 2016, India and Japan have agreed to cooperate on a high-

speed railway project, starting in 2018, linking Mumbai and Ahmedabad 

using Japanese bullet train technology.  

Engaging Japan economically is important for India for several reasons. 

India is one of premium destinations for foreign direct investment from 

Japan. Between April 2000 and June 2015, Japanese companies have 

made actual investments of $18.81 billion to India. This accounted for 

7% of total FDI inflow into India, making Japan the fourth largest 

investor in India.
41

 The number of Japanese companies operating in 

India has skyrocketed, from 267 in 2006 to over 1,800 in 2013.
42

 If 

India wants to emerge as a manufacturing hub, attracting Japanese 

business will be extremely important.  

There is also a strategic rationale behind India‘s economic engagement 

with Japan. Though India‘s bilateral trade with Tokyo is still small as 

compared to China, India remains far more comfortable with Japanese 

businesses investing in the development of strategic assets and 

infrastructure. From 2003–2013, Japan provided 1,934 billion yen to 

India. The top industries receiving Japanese ODA were transport (49 

percent), water (21 percent), energy (18 percent), and forestry & 

agriculture (12 percent). Japanese ODA has been instrumental in 

improving Indian infrastructure.
43

 For Japan, economic partnership with 

India is also driven by realpolitik. China‘s economic miracle was fueled 

by huge Japanese investment, but it has not earned Japan any Chinese 

goodwill. Despite China being the preferred destination of Japanese 

investment, ―the deepening economic relations have not always worked 

in Japan‘s strategic interests. In dealing with China, Japan is seeking to 

diversify and strengthen its portfolio of economic and political 

relationships. From this standpoint, India seems an  increasingly 

attractive partner.‖
44

 

Perceptions of a China rising arrogantly, rather than in harmony with its 

neighbours were reinforced by Beijing‘s harsh and hostile response after 

the Japanese authorities arrested the captain of a Chinese boat in 
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September 2010 near Japanese-administered Senkaku islands, known in 

Chinese as the Diaoyu islands.
45

 Whenever tensions between the two 

countries rise, Japanese businesses end up becoming targets of the 

Chinese government as well as its nationalist mobs.  

Hence, investment in the Indian economy serves Japan‘s purposes well. 

It allows dispersal of assets away from China, thereby decreasing the 

vulnerability of Japanese business. This realization dawned on Tokyo 

after massive protests erupted in China over the 2005 Yasukuni visit 

controversy. Analysis of the statistics on Japan‘s outward FDI flows 

suggests that this was also the period when more and more Japanese 

investment started flowing into the ASEAN and other emerging markets 

such as India. 

During Modi‘s Japan visit in September 2014, the two countries 

announced the ―India-Japan Investment Promotion Partnership‖ at 

Tokyo, under which Japan would invest 3.5 trillion Yen (US $ 33.5 

Billion) capital in India over the next five years.
46

 A mix of private 

investment and Japanese Overseas Development Assistance, this is one 

of the most ambitious foreign investment plans by any country into India 

to finance ―in the areas of next generation infrastructure, connectivity, 

transport systems, Smart Cities, rejuvenation of Ganga and other rivers, 

manufacturing, clean energy, skill development, water security, food 

processing and agro industry, agricultural cold chain, and rural 

development‖.
47

 

There is no denying the fact that economic enmeshment between India 

and Japan has failed to keep pace with the strategic dimension of 

bilateral relations. Yet, the future seems to be more promising than the 

past. Japan views India‘s economic growth as a major strategic asset. 

Due to its sheer size, geography, military, and growth potential, India is 

one of the strongest contenders to challenge Chinese hegemony in Asia. 

Hence, India‘s economic development acts as a balancing force in the 

Asia-Pacific.  

Multilateral and Regional Cooperation  

India and Japan have been ‗hedging‘ at two levels – the bilateral and 

multilateral. As discussed above, bilateral relationship is on an upswing, 

shaping up as a robust strategic partnership. Multilateralism has also 

emerged as a cornerstone of contemporary foreign policy of both India 

and Japan. Japan‘s support to India‘s membership of the East Asia 

Summit (EAS), much to the Chinese chagrin, clearly points to 

multilateral cooperative strategy by New Delhi and Tokyo. When the 

idea of East Asia Summit was mooted in 2004 during ASEAN+3 
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meeting, China viewed this as an opportunity to further weaken the US 

influence in the region. However, sensing China‘s intentions to 

dominate the EAS, Japan and its allies in the region lobbied to include 

India and Australia. India was finally granted membership despite 

opposition from China, as Japan‘s many ASEAN allies actively 

supported New Delhi.  

India has been very friendly of Japan‘s overtures in South Asia. Japan‘s 

observer status in the South Asian Association for Regional Cooperation 

(SAARC) was made possible, in part, by India‘s unconditional support 

to Tokyo. When the then Japanese Foreign Minister Taro Aso attended 

the SAARC summit in 2007, he told that Japan‘s association with South 

Asia was an essential part of ―arc of freedom and prosperity‖.
48

 Prime 

Minister Shinzo Abe‘s recent initiative to promote trade and investment 

in Bangladesh through ‗Bay of Bengal Industrial Growth Belt‘ or the 

BIG-B initiative is aimed at boosting ―industrial agglomeration along 

the Dhaka-Chittagong-Cox‘s Bazar belt area‖ by developing 

infrastructure, improving investment climate and ―providing a gateway 

for both South Asia and South-East Asia to step into a closer 

interregional relation‖.
49

 India expects that Japan‘s economic 

involvement in India‘s immediate neighbourhood would help New Delhi 

to offset China‘s growing influence. Japan has also supported India‘s 

membership in the APEC.
50

 

However, the most shining example of multilateral cooperation between 

India and Japan is manifested in their collective effort aimed at 

reforming and democratizing the United Nations Security Council 

(UNSC), through the G-4. Japan and India have staked claim to 

permanent membership in the UNSC on different grounds, and have 

vociferously supported each other‘s claim. India‘s claim rests on its 

regional significance, consistent and active participation in the UN 

peacekeeping operations, second largest population base in the world, 

growing economic strength, and an impressive record on issues like non 

proliferation and disarmament. Japan, on the contrary, stakes its claims 

on the basis of its huge budgetary contribution to the UN and its 

unswerving advocacy of nuclear disarmament.  

Even when all other P-5 countries have supported the candidature of 

India and Japan, Beijing remains ambiguous at best and hostile at worst. 

China would never allow India and Japan to secure permanent 

membership of UNSC because that would seriously jeopardise its own 

status as the dominant Asian power. The post-Second World War global 

security system with China as the only Asian power in the UNSC 

possessing a veto power ensures that Beijing will continue to enjoy 

extraordinary leverage in the region. Beijing would not like to see this 
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privileged position being diluted. China‘s opposition has further 

cemented the Indo-Japanese relationship with the two countries 

declaring solidarity for each other‘s positions.  

This multilateralism is supplemented by increased reliance on trilateral 

and quadrilateral ventures. India-US-Japan trilateral has gained 

momentum in recent years, with regular meetings and a variety of 

collective exercises. In September 2016, the trilateral dialogues have 

been elevated with the holding of the first ever trilateral foreign 

ministerial meeting between the US Secretary of State John Kerry, 

Indian Foreign Minister Sushma Swaraj and Japanese Foreign Minister 

on the sidelines of the United Nations General Assembly in New 

York.
51

Initiated in 2011, maintaining a balance of power in the Asia-

Pacific as well as maritime security in Indo-Pacific waters became an 

important element of this dialogue. A similar dialogue exists between 

the US, Japan and Australia.  

The two countries also share similar views on Afghanistan, a high value 

priority area for India. India recently signed a landmark tripartite 

agreement with Iran and Afghanistan to develop the strategically 

important Chabahar port in Iran, which gives teeth to India‘s economic 

ambitions in Afghanistan and Central Asia while circumventing 

Pakistan. Japan has offered to develop the port with India. Tokyo‘s 

desire to participate in the project is being seen as Prime Minister Abe‘s 

desire to act independently of the US in the West Asian region and to 

brace its profile beyond the Asia Pacific. What adds significance to 

Japanese offer is that the Chabahar port is seen as a counterweight to 

China‘s presence at Gwadar in Pakistan.
52

 Japan‘s involvement with the 

Chabahar project would not only be another crucial strategic 

collaboration between New Delhi and Tokyo, but would also reinforce 

economic viability of the project.
53

 

Leadership Consensus 

The current warmth in the relationship between India and Japan is 

perhaps because of their prime ministers who view the world in very 

similar terms. Both are seen as conservative nationalists. Heading single 

party majority governments with decisive electoral mandates, both are 

seeking to overhaul their economies and strengthen their militaries.  

Shinzo Abe, a long-standing admirer of India, has been a bold advocate 

of strategic relationship between New Delhi and Tokyo. His enthusiasm 

for India dates back almost to a decade when he was prime minister the 

first time around. Abe was the first Japanese Prime Minister to have 
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addressed the joint session of the Indian parliament in August 2007. He 

became the first Japanese head of the state to be the chief guest at 

India‘s Republic Day in January 2014. Abe has argued in his book that 

―It would not be a surprise if in another 10 years; Japan–India relations 

overtake Japan–US and Japan–China relations.‖
54

 Even though such a 

projection might sound far-fetched considering the relative geographical, 

economic and strategic importance of Beijing in Japan‘s foreign policy, 

this inference can surely be drawn that Abe has personally invested in 

the improvement of India-Japan ties. For him, ―a strong India is good for 

Japan, and a strong Japan is good for India‖.
55

 Abe was one of the first 

Asian leaders to envision a broader Asia, linking the Pacific and Indian 

oceans to form the Indo-Pacific.  

Narendra Modi is the only Indian leader that Abe has been following on 

Twitter. Modi has been a great admirer of Japan‘s economic and 

technological development. He seems most willing to acknowledge 

Japan‘s centrality in shaping the evolving security architecture in the 

Indo-Pacific. Since Modi has become the Prime Minister, there has been 

a significant advance in relations between India and Japan, symbolised 

by a succession of summit meetings marked by amazing warmness, 

courtesy, and fanfare. The rhetoric and gestures of camaraderie from 

both sides have been remarkable. During his August 2014 Japan visit, 

Modi began his tour with Kyoto as the first stop. He visited two 

prominent ancient Buddhist temples – Toji and Kinkakuji – 

accompanied by his Japanese counterpart.
56

 On his India visit in 

December 2015, Prime Minister Abe attended the sunset Ganga Aarti at 

Varanasi, Modi‘s parliamentary constituency.
57

 

As one strategic expert has argued that ―‗Abenomics‘ and ‗Modinomics‘ 

are both geared to the same goal – reviving laggard growth – yet they 

need each other‘s support for success‖.
58

 For Abe, India occupies an 

important place in Japan‘s economic-revival strategy, and Modi views 

Japan as a significant source of financial and technological power. But 

most importantly, both share negative perceptions of China‘s rise as a 

major power.  

Conclusion 

China continues persistently along its upward trajectory to build its 

national comprehensive power. At a time when the US is being viewed 

as downsizing its global footprints, China‘s extraordinary economic and 

military rise is transforming the security scenario in Asia. China would 

welcome a possible retrenchment of the US military presence in the 



Indian Journal of Asian Affairs/2016 32 

Asia-Pacific, which US President-elect Donald Trump has signalled. 

Since Beijing believes that China‘s paramount position in the region is 

constrained mostly by US presence, a relative decline of American 

power would be in China‘s interests.  

Narendra Modi‘s policy towards China has thus far displayed elements 

of both pragmatism and realism. While seeking closer ties with countries 

like the US and Japan, India has simultaneously displayed remarkable 

degree of accommodative behaviour towards Chinese interests in the 

region. India has been even more obliging towards China in the 

economic realm. Despite the growing trade deficit, India sees economic 

ties with China as vital to its economic growth as reflected in New 

Delhi‘s cooperative attitude towards the China-led Asian Infrastructure 

and Investment Bank. However, China‘s increasing strategic footprint in 

South Asia has unmistakable hard power overtones. Pakistan factor has 

cast another long shadow. Beijing has persistently refused to cooperate 

with India on terrorism emanating from Pakistan and India‘s entry into 

the NSG.  

India and Japan have decided to work together against future challenges 

emanating out of Asia‘s current power transition. India is now perceived 

as a serious and credible player in the regional and global balance of 

power. Japan has come to view India as a reliable defence and economic 

partner and an important component of Asia‘s emerging security order. 

However, the most significant aspect of their strategic convergence 

revolves around managing China‘s spectacular rise. Though New Delhi 

and Tokyo continue to maintain as well as expand dynamic engagement 

with Beijing, their intractable territorial disputes have led them to 

explore greater diplomatic space. There should be no hesitation in New 

Delhi to continue to strengthen security relationship with both Japan and 

the US, who enjoy unmatched technological and military capabilities. 

These relationships need to be pursued with greater vigour as India 

should not feel constrained by unnecessary fear of China‘s adverse 

reaction. In fact, a relatively isolated India will become more vulnerable 

to Chinese pressure than otherwise.  

There are huge benefits for India in shoring up its ties with Japan. Modi 

government‘s innovative initiatives such as ‗Make in India‘, ‗Digital 

India‘, ‗Skill India‘ ‗Smart City‘ and ‗Start-Up India‘, can become a 

reality only if India secures substantial Japanese investments, expertise 

and technology. As India seeks to compete with China as the factory of 

the world in the present century, Japan could surely be one of the 

catalysts of India‘s industrial development. To further strengthen India-

Japan ties, it is important to boost the bilateral economic relationship. 

Towards that end, India has to take steps like improvement of 



VinayKaura 33 

infrastructure, cutting down on red-tapism and corruption, and become 

an attractive trade and investment destination.  

With the signing of the much-awaited nuclear deal, India and Japan have 

set the stage for real convergence of views in the area of security. The 

coming together of India and Japan sends a clear message that a new 

strategic alliance is taking shape between Asia‘s two most important 

democracies. Whether and to what extent the two countries will be 

successful in achieving their common objectives is a very difficult 

question, as sudden and unpredictable developments in the security 

environment could pose formidable obstacles.  
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The ObamaAdministration and Southeast Asia: Dynamics 

of a New Engagement 
 

Hang Nguyen 

Abstract 

 

This article aims to examine the Obama administration’s re-engagement 

with Southeast Asia. Itexplains how and why the United States has 

sought to increase its involvement with Southeast Asia after a period of 

relative neglect. The article illuminatesthat during the Obama 

administration, US relations with Southeast Asian countries have 

expandedby broadening trade and economic ties, building up 

partnership, increasing development assistance, and deepening 

diplomatic activities.Though there are obstacles before the Obama 

administration to carry forward the engagement policy toward 

Southeast Asia, the United States can manage to engage with the region 

deeply and effectively. The article suggests that the next president 

should build on the Obama administration’s progress to expand the US 

presence and influence in Southeast Asia in a way that contributes to 

regional peace and prosperity. 

Keywords: The Obama administration, re-engagement, Southeast Asia, 

ASEAN 

 

Introduction 

 

The relations between the United States and Southeast Asia have 

enhanced in the Obama presidential years. Many in both Washington 

and Southeast Asian capitals had the perception that the United States 

had relatively neglected Southeast Asia and had not paid due attention 

tothe Association of Southeast Asian Nations (ASEAN). Under the 

Obama administration, the United States has made important efforts to 

revitalize the US relations with a view to reasserting the US role in this 

part of the world and contributing to the region’s peace and stability.  

 

The article’s centralargument is that in recognition of the increasingly 

important role of Southeast Asia in world affairs, the Obama 

administration has broadened and deepened US relations with Southeast 

Asia in four main areas: trade and investment, partnerships/alliances, 

development assistance, and diplomacy. The main challenges facing 

Washington in Southeast Asia include some regional nations’ scepticism 
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about US long-term intentions, ASEAN’s lack of unity and cohesion, 

and China’s opposition.  While offering an overview of US's long 

negligence to Southeast Asia from the end of Vietnam War to the Bush 

administration (2001-2008), it will discuss US relations with Southeast 

Asia under the Obama presidency. In conclusion, it suggests that the 

United States should continue to increase its engagement with Southeast 

Asia and stay focussed on this economically and strategically important 

region. 

 

The Past of Relative Neglect 

 

The years followingthe end of the Vietnam War witnessed US 

disengagement with Southeast Asia. The US policy in Southeast Asia 

was seen as that of “benign neglect and missed 

opportunities1.”Democratic and Republican administrations alikeseemed 

largely uninterested in Southeast Asia, and thus paid limited attention to 

it. According to Michael Armacost, president of the Brookings 

Institution, the reason for the US indifference to Southeast Asia is that,  

“There is no crisis in Asia, and the United States can turn its attention to 

Europe and the Middle East2.”The United States’ limited engagement 

with Southeast Asia can be seen from the Nixon administration to the 

Clinton administration. With the Nixon Doctrine, the Nixon 

administration was characterised bya major change in US foreign policy. 

The administration showed that the United States needed to look after its 

national interests and expected its allies and partners to better address 

their own defence and security needs. This was widely understood as the 

US signal to withdraw from Southeast Asia. Further, the end ofthe US 

involvement in Southeast Asia could be witnessed in the closing of the 

US Air Force bases in Thailand in 1976 and the disbanding of the 

Southeast Asia Treaty Organization in 19773. Though President Carter 

declared full support for4ASEAN, the Carter administration (1977-1981) 

spent most of its time on the continued détente with the Soviet Union 

and on the issues related to the occupation of Afghanistan and to China.  

 

In his two terms, President Ronald Reagan(1981-1989) regarded the 

Soviet Union’s military might as the most direct and biggest threat to the 

United States. Thus, the Reagan administration concentrated mostly on 

the containment of communism and gave a low priority to Southeast 

Asia. In his assessment of Reagan’s legacy, Terry L. Deibel pointed out 

that “Reagan’s reflexive anticommunism and Cold War mentality 

caused him to view developing countries as irrelevant to American 

policy except as battlegrounds in the “East-West struggle5.” 

 

Despite its stimulated interest in the Cambodian conflict, Washington 

decided not to invest time, energy and resources in Southeast Asia. 
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Following the end of Vietnam’s intervention in Cambodia in 1989, there 

was little US engagement in Indochina. Both the George H. W. Bush 

administration (1989 - 1993) and the Bill Clinton administration (1993 - 

2001) did not havea precise and well defined foreign policy towards 

Southeast Asia,although they shared the view that the United States was 

an “Asian power.” Southeast Asia did not figure prominently in the US 

foreign policy agenda.  

 

Further, President George H. W. Bush shifted the US engagement with 

Southeast Asia from security to economic front. The shutdown of the 

Subic Bay naval base and the Clark Air Base in the Philippines in 1991- 

1992 put an end to the US's vast military presence in the region6. As 

President Clintonviewed Southeast Asia as a region full of potential for 

free trade and economic growth,his administration placed an emphasis 

on such regional economic institutions as the Asia Pacific Economic 

Cooperation (APEC) forum, and gave a passive support to the ASEAN 

Regional Forum (ARF).  

 

In the initial years of the 21st century, the US policy to Southeast Asia 

began changing.  In the 2001 Report of an Independent Task Force, 

sponsored by the Council on Foreign Relations, it pointed out three 

reasons for the United States to get engaged with Southeast Asia: 

 

First, Southeast Asia remains important to American economic, 

strategic, political, and humanitarian interests, and while not in it 

vital, holds the potential to trigger major crises absent sustained 

attention and cogent policies. Secondly, US policy toward Southeast 

Asia has been viewed as unnecessarily ad hoc, overbearing, and 

reactive; it needs both a strategic context and a focus. Lastly, 

Indonesia, the world’s fourth-largest nation and biggest Muslim 

community, major oil and gas exporter, fulcrum of ASEAN, and the 

region’s most important state, remains in the throes of social, 

political, and economic instability.7 

 

The George W. Bush administration (2001-2008) initially paid little 

attention to Southeast Asia; therefore, these suggestions were not taken 

seriously. Southeast Asia garnered President Bush’s attention in the 

wake of the 9/11 attacks.  The region was considered as the “second 

front” in the Bush administration’s global war on terror8. Along with a 

focus on counterterrorism, the Bush administration’s involvement with 

Southeast Asia was mainly seen in the development of bilateral relations 

with some key regional nations (the Philippines, Indonesia, Thailand and 

Malaysia) and in the maritime security issues9. For instance, in 2003 the 

United States awarded the Philippines and Thailand the status of Major 

Non-NATO Ally10.On October 18, 2003 President Bush pledged to give 
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the Philippines an additional $340 million aid package with more 

training for the Philippine military in combating the Abu Sayyaf kidnap-

murder gang and al-Qaeda linked operations in the Philippines’ southern 

part11. 

 

In the second Bush administration, the US foreign policy in general had 

some new focuses.  Fighting terrorism remained crucially important but 

it was not the only concern. Due to the serious economic crisis in the US 

andChina’s growing influence in the Asia-Pacific, the Bush 

administration could not simply ignore the region. Therefore, besidesa 

distinct initial concentration on counterterrorism, the Bush 

administration had to deal with the consequences of the economic 

recession and the challenges posed by China’s rise12.  

 

In recognition of the growing significance of the Southeast Asian 

geopolitics, the Bush administration launched the ASEAN-U.S 

Enhanced Partnership (2006) and the US-ASEAN Trade and Investment 

Framework Agreement (2006) that aimed to strengthen regional 

cooperation in various areas, particularly economic cooperation. In 

addition, in April 2008, the United States was the first non-ASEAN 

country to appoint an Ambassador to the Association. The Bush 

administration also paid more attention to Vietnam, Cambodia and 

Indonesia; thus, their relations with the US improved considerably. 

However, the United States under the Bush administration remained 

deeply concerned with the Middle East, Iraq, Afghanistan and the global 

war on terror. Though the second Bush administration appeared more 

interested in Southeast Asian affairs than the previous ones, this part of 

the world had never been prioritized in its foreign policy agenda. 

 

Obama and Southeast Asia: A New Engagement 

 

In 2008, Barack Obama was elected as the US president and his 

administration eventually gave a high priority to Southeast Asia in both 

bilateral and multilateral relations. The Obama administration has had a 

clear evaluation of the crucial importance of Southeast Asia on the 

world chessboard. Southeast Asia has a population of about 620 million, 

of which 230 million in Indonesia, a country with the world’s largest 

Muslim population13. The ASEAN collectively is the United States’ fifth 

largest trading partner (US$182 billion in 2008)14.The US investments 

in Southeast Asia reached US$150 billion, more than combined US 

investments for China and India. In 2008, the ASEAN countries 

collectively constituted the United States’ fifth largest trading partner 

(US$182 billion)15 and US investments in Southeast Asia totalled 

around US$150 billion, more than combined cumulative figures for 

China and India16. Furthermore, Southeast Asia stands astride some 



Hang Nguyen 
 

43 

economically and strategically important shipping routes, above all the 

Strait of Malacca, the shortest shipping route between the Indian and 

Pacific Oceans through which 80% of the oil to Northeast Asia and one-

third of the world’s traded goods are transported17.Henceforth, the 

United Statesneeds to fully support socio-economic development and 

political stability in the Southeast Asian region.   

 

Geopolitically, the United States could see that China has improved its 

relations with Southeast Asian nations significantly. Since the 1997 

Asian financial and economic crisis, China’s influence in Southeast Asia 

has been increasingly growing.18Hence, the Obama administration has 

taken steps to re-involve the United States deeply in Southeast Asian 

affairs through active participation in the regional multilateral 

institutions and strengthening of cooperative bilateral relations with the 

regional nations19.Followinga period of relative neglect, the United 

States has expressed its interest in increased engagement with Southeast 

Asia. Alexander C. Feldman, president and chief executive officer of the 

US-ASEAN Business Council put it forth, “I think the strategy by the 

Obama administration has been a long-term one which reflects a whole 

vision of Asia and realizes that ASEAN is a critical piece of the puzzle 

often not focused on by past administrations20.”  He also asserted, 

“Since Day 1 they have focused on this region and understood that it 

was really the battleground for the future of Asia21.” 

 

President Obama made his intent clear in his speech at the opening 

session of the US-ASEAN summit in Sunnylands Centrein February 

2016. 

 

…early in my presidency, I decided that the United States, as 

a Pacific nation, would rebalance our foreign policy and play 

a larger and long-term role in the Asia Pacific.  And this has 

included engagement with Southeast Asia and ASEAN, 

which is central to the region’s peace and prosperity, and to 

our shared goal of building a regional order where all 

nations play by the same rules.22 

 

The Obama administration’s re-engagement in Southeast Asia has 

concentrated on four main areas: (i) trade/economics, (ii) partnerships/ 

alliances, (iii) development assistance, and (iv) diplomacy. 

 

Trade/Economics 

 

The United States under Obama has signalled a greater interest in 

expanding its economic engagement with Southeast Asia. The US's 

economic relations with ASEAN countries are becoming stronger. Trade 
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in goods increased by 5% in 2015. The US-ASEAN two-way trade was 

over $200 billion in 2015, including over $80 billion in US exports23. 

Under the Obama administration, trade in goods with ASEAN has risen 

up to 55%.24 At present, trade in goods and services with ASEAN 

countries has contributed to the creation of over 500,000 jobs in the 

United States. Further, US companies continue to be the most important 

source of foreign direct investment (FDI) in ASEAN25.US FDI in 

ASEAN that now is now more than $ 226 billion, has almost doubled 

since 2008. Also, FDI from ASEAN to the United States stood at $24.2 

billion in 201426.  

 

Trade ties between the United States and ASEAN countries have 

significantly expanded during the Obama administration. The Trans-

Pacific Partnership (TPP) signed inFebruary 2016 is one of the Obama 

presidency’s biggest accomplishments. It is a high-standard free trade 

agreement that four ASEAN countries (Brunei, Malaysia, Singapore 

and Vietnam) have participated in. In addition, President Obama and 

the ten ASEAN leaders launched theUS-ASEAN Expanded Economic 

Engagement (E3) initiative in November 2012. The E3 would serve as a 

platform for the United States and ASEAN to broaden their trade and 

investment relations and create new business opportunities and jobs in 

the ten ASEAN countries and the United States27. 

 

Besides, the Obama administration provided around $6 billion in 

financing for US companies in ASEAN countries between 2009 and 

201428. Particularly, the administration provided $536 million to 

ASEAN countries in order to assist them with building trade capacity 

between the fiscal years 2009 and 201329. Notably, President Obama 

decided to remove Cambodia and Laos from the trade blacklist, a move 

that would pave the way for US firms to apply for the US government-

backed loans and export credit insurance30. This highlighted the US 

desire to develop trade and economic ties with all Southeast Asian 

nations, regardless of differences in political systems and ideologies.  

 

Indeed, the Obama administration has shown greater interest in 

expanding economic and trade relations with the Southeast Asian 

region. In recent years, a boost in US investment in Southeast Asia has 

contributed to an increase in the region’s GDP and to movingitspeople 

out of poverty into the middle class.  It is expected that the United States 

and ASEAN would continue to enhance their trade and economic 

partnership to create more jobs and business opportunities for the 

peoples in both the United States and Southeast Asia. 
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Partnership/ Alliance 

 

The US re-involvement with Southeast Asia can also be seen in the 

Obama administration’s effort to forge partnerships and strengthen 

alliances in the region.  On July 22, 2009, Secretary of State Hillary 

Clinton signed the United States’ Instrument of Accession to the Treaty 

of Amity and Cooperation in Southeast Asia. Meanwhile, the foreign 

ministers of the ASEAN countries signed an Instrument of Extension of 

the Treaty of Amity and Cooperation in Southeast Asia, completing the 

US's accession to the Treaty. The signatories of the Treaty have made 

commitment to promoting lasting peace and amity, and to enhancing 

cooperation in socio-economic, cultural, technical and scientific areas.  

The United States’s accession is seen as a symbolic move to engage 

more deeply and effectively with Southeast Asia, and to cooperate with 

the ASEAN countries onthe regional multilateral processes. It reflected 

in the Obama administration’s belief that “the United States must have 

strong relationships and a strong and productive presence here in 

Southeast Asia.31” 

 

Furthermore, in 2012 the annual SEAN-US Summits were 

institutionalised. This was an important step towards deepening of the 

US-ASEAN relations since their relations began formally in 1977. 

Especially, on November 21 2015, their relationship was elevated to the 

United States-ASEAN Strategic Partnership at the 3rd US-ASEAN 

Summit in Kuala Lumpur, Malaysia32. 

 

Building on the progresses made in the implementation of the previous 

Plan of Action (2011-2015), the United States and ASEAN adopted the 

Plan of Action to Implement the US-ASEAN Strategic Partnership 

(2016-2020). Besides, the United States participated in the first 

Expanded ASEAN Maritime Forum (EAMF) held in Manila, 

Philippines, on 5th October 2012. The Obama administration also 

pledged to continue the US new engagement with Southeast Asia 

through the Track 1.5 Expanded ASEAN Maritime Forum33. By 

working closely with the ASEAN countries to further strengthen the 

ASEAN-US Strategic Partnership, the Obama administration has 

deeply re-involved the United States in the ASEAN affairs. 

Accordingly, the US-ASEAN partnership will focus particularly on 

five critical areas of cooperation: economic integration, maritime 

cooperation, transnational challenges, emerging leaders, and women’s 

opportunities.34The US-ASEAN partnership would be maintained and 

sustained through significant ASEAN-led mechanisms, namelythe East 
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Asia Summit, ASEAN Regional Forum, and ASEAN Defence 

Ministers Meeting Plus.  

 

In addition, the United States has sought to develop partnerships with 

individual Southeast Asian countries. For instance, the bilateral ties 

between the United States and Vietnam under Obama have developed 

remarkably swiftly, to the point where the General Secretary of 

Vietnam’s Communist Party (VCP), Nguyen PhuTrong visited the 

United States in July 2015- the first-ever trip to the United States by a 

VCP General Secretary. President Obama visited Vietnam in May 2016 

and announced that the remaining US restrictions on arms sales to 

Vietnam would be lifted.President Barack Obama was the one who had 

finally completed “a lengthy process of moving toward normalization 

with Vietnam35.”Since 2010, the United States and Vietnam have 

accelerated cooperation across a wide spectrum of issues, effectively 

forming a comprehensive partnership in 2013. The Obama 

administration has identified Vietnam as one of the new partners the 

United States is cultivating36. Also, the United States has deepened its 

partnership with Singapore as part of US engagement with Southeast 

Asia. According to the news released by the US Department of Defence, 

Singapore’s Prime Minister Lee Hsien Loon reasserted the significance 

of “the United States forward deploying on a rotational basis its first 

littoral combat ships to Singapore to enable the United States to increase 

its engagement with the region37.” Specifically, four US Littoral Combat 

Ships had access to Singaporean ports in April 2013.  The 2015 

Enhanced Defence Cooperation Agreement allowed thedeployment of 

US aircraft and ships to Singapore on a rotational basis for various 

regional maritime patrol activities, namely counter-piracy, 

counterterrorism, humanitarian assistance, and disaster response38.  

 

Along with forging partnership in Southeast Asia, the United States 

hasfostered its alliances inSoutheast Asia.  For instance, in April 

2014,the United States and the Philippines inked the Enhanced Defence 

Cooperation Agreement— an important boost forthe US effort to expand 

its engagement in Southeast Asia. The agreement allows the United 

States access to five locations in the Philippines (Antonio Bautista Air 

Base, Basa Air Base, Fort Magsaysay, Lumbia Air Base and Mactan-

Benito Ebuen Air Base).39 Especially, the Enhanced Defence 

Cooperation Agreement allows further deployment of US troops, ships 

and planes to the Philippine military bases on a rotational basis and, 

thus, reassertion of the US rotational presence in the local region. This 

makes the US's enhanced presence in Southeast Asia more visible.  
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Development Assistance 

 

Since 2010, the US development assistance to ASEAN countries has 

been up to $4 billion that has contributed to promoting regional 

sustainable development and stability.40 The US Agency for 

International Development (USAID) has provided technical assistance 

to facilitate closer economic integration and prosperity in Southeast 

Asia. The United States has worked closely with ASEAN, the ASEAN 

Secretariat, and the ten ASEAN countries to enhance ASEAN’s ability 

to achieve socio-economic and political goals and improve regional 

linkages.41For example, the USAID’s Connecting the Mekong through 

Education and Training programme has equipped teachers in five 

ASEAN countries (Myanmar, Cambodia, Laos, Thailand and Vietnam) 

with new technology, online learning and workshops to promote 

innovative education in these countries' rural areas.42In addition, the 

ASEAN Youth Volunteer Program (AYVP), supported by the USAID 

and the US Department of State, has offered the ASEAN youth 

opportunities for self-development as well as for the development of the 

ASEAN community. In 2013, USAID supported the first year of AYVP 

in which 97 ASEAN Youth Eco-Leaders took part in environment 

projects in Malaysia.43Besides, the Lower Mekong Initiative (LMI) 

launched in 2009 has strengthened cooperation among five Lower 

Mekong (Cambodia, Laos, Thailand, Vietnam and Myanmar) in such 

areas as environment, health, education, and infrastructure development. 

Also,USassistance has contributed to a 50% decrease in HIV/AIDS 

infection rate in Cambodia. US assistance has also helped to improve the 

health system and brought treatment and prevention services to more 

than 2 million people of the Lower Mekong countries44. Furthermore, 

the United States has extended assistance to individual Southeast Asian 

countries. For example, Laos receives about US$ 45 million financial 

aid from the United States annually for improving nutrition and 

education, controlling drug, and clearing unexploded ordnance45. 
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Diplomacy 

 

Recognising Southeast Asia’s economic and strategic significance to the 

United States, the Obama administration has invested its time and 

energy in broadening and deepening the US diplomatic relations with 

the ASEAN countries.In his first year in office in 2009, President 

Obama arranged the first summit with all ten ASEAN leaders as a group 

during his visit to Singapore for APEC summit46.  This was viewed as a 

significant step in US approach to re-engagement with Southeast Asia 

after a long period of relative negligence. President Obama has already 

been to most of Southeast Asian nations since taking office47,namely 

Singapore (2009), Indonesia (2010, 2011), Myanmar (2012, 2014), 

Thailand (2012), Malaysia (2014, 2015), Philippines (2014, 2015), 

Vietnam (2016), and Laos (2016). Under Obama presidency, the United 

States became the first non-ASEAN country in 2010 to have a 

permanent diplomatic mission to ASEAN. The first resident ambassador 

of the United States to the ASEAN Secretariat was appointed in 2011. 

Also, in the very first month of the Obama administration, Secretary of 

State Clintonpaid the first state visit to Indonesia where she stressed that 

the United States expected to broaden its relations with Indonesia as the 

world’s largest Muslim nation. Interestingly, during her four years as 

Secretary of State, Clinton visited all the ASEAN member states. 

 

Frequent visits by the US leaders and high-ranking diplomats to 

Southeast Asia highlight the importance the United States attaches to the 

Southeast Asian region and demonstratethe US commitment to building 

a long-lasting, multi-dimensional relationship between ASEAN and the 

United States.  Secretary of State Clinton put it forth in her visit to the 

ASEAN Secretariat in 2012, “We want to do all we can to advance 

ASEAN’s goal of integration, because we have an interest in 

strengthening ASEAN’s ability to address regional challenges in an 

effective, comprehensive way. We really invite and need ASEAN to 

craft regional responses to challenges like climate change and 

transnational crime, which requires collective efforts.48” 
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Obstacles to the Obama Administration 

 

Southeast Asian nations have generally welcomed the Obama 

administration’s gestures for deeper engagement with the region. 

ASEAN countries celebrated the elevation of the US-ASEAN to 

strategic partnership. But it does not mean that the Obama 

administration’s desire to increase US presence in Southeast Asia is 

acceptable to them. Though President Obama stressed that he is 

“‘America’s first Pacific President,” he cannot fully convince Southeast 

Asia's cynical politicians and leaders that Washington’s long-term 

intention is to develop a substantive relationship with Southeast Asia for 

the regional peace and prosperity49. There is some basis for these 

sceptics as Washington has not yet developed a comprehensive 

Southeast Asia Strategy Report.  

 

Strengthening of cooperative ties with ASEAN as a group has proved 

challenging to Washington. ASEAN countries remain ambivalent about 

the real intentions of the United States. With differences in their 

historical, socio-economic and political backgrounds, ASEAN countries 

have divergent national interests and strategic concerns. Undoubtedly, 

the ASEANfacesformidable obstacles to realizing theregional 

integration, which aims at building one ASEAN community. In recent 

years, ASEAN’s cohesion and unity have been questioned by what 

isseen as their divisive responses to China’s increasing assertiveness in 

the South China Sea50.Thus, it is difficult for the Obama administration 

to persuade ASEAN countries to take collective action as they are not 

yet a Community in its truest meaning. Even if they constitutea truly 

ASEAN Community, it is not an easytask for Washingtonto have 

strategic leverageover the Southeast Asian region primarily because of 

the China factor.   

 

China’s rise is one of the greatest realities in the current international 

system. As a rising power, China desires to translate its material wealth 

into political influence to showcase its strength andadvance its strategic 

interests.  Seeing the Obama administration’s increased engagement 

with Southeast Asia as Washington’s strategy to encircle China’s re-

emerge51, China has made efforts to expand its soft power in Southeast 

Asia by extending culturaland diplomatic activities, and increasing trade 

and investment flows to this region. China’s growing use of soft power 

in Southeast Asia has posed challenges to the Obama administration’s 

decision to gain a new role and influence in the region. Despite its 

growing assertiveness over the issues such as theSouth China Sea, China 

remains a major foreign assistance provider and market for Southeast 
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Asian commodities. China has been seen as the “primary economic 

patron52” of such small but strategically significant Southeast Asian 

countries as Myanmar, Cambodia, and Laos, and as the main foreign aid 

provider to the Philippines and Indonesia. 

 

Amitav Acharya pointed out, “Strategic influence and power projection 

can be undertaken by means other than direct application of military 

force, especially through the acquisition of facilities and development of 

close security ties with weaker states."53With an increasing number of 

economic and development projects in Southeast Asia, Beijing’s 

strategic influence in the region has been steadily growing.  

Undoubtedly, China and the United States have conflicting interests in 

their quest for a zone of influence. In this sense, Beijing’s power 

projection in Southeast Asia comes at the expense of Washington’s 

influence in the region while Washington’s search for a new role in 

Southeast Asia comes at the expense of Beijing’sgrowing influence in 

the region. Moreover, it is undeniable that many of Southeast Asian 

countries have been heavily relying on China economically and 

politically.  

 

Indeed, due to some regional nations’ ambivalence about US long-term 

intentions, ASEAN’s lack of a unified approach and practices in 

regional affairs, and crucially China’s opposition to the increased 

presence of the United States  in Southeast Asia, for Washington 

strengthening cooperation with Southeast Asia is not straightforward. In 

other words, the road for the United States to win influence in the region 

is bumpy.  

Conclusion 
 

The Obama administration has made laudable efforts to strengthen and 

deepen the US relations with Southeast Asia. However,Washington’s 

efforts to increase cooperation with the regional countries and ASEAN 

countries may experience serious problems due to the fact that Southeast 

Asia has diverse political systems and socio-economic development 

levels. At the same time, Southeast Asian countries welcomethe US 

presence in the region in order to deepen its economic, diplomatic, and 

security engagement with the region. There are, of course, differences 

among Southeast Asian leaders on the question of the US long-term 

intention in the region. Unlikethe precedingadministrations,the Obama 

administration has reprioritized Southeast Asian region. The 

administration has invested time and resources in Southeast Asia with a 

focus on four areas, namely economics/investment, partnerships/ 

alliances, development assistance, and diplomacy. In fact, the Obama 

administration’s effort has produced positive results, creatingmore 

business opportunities, more jobs for the peoples of the region, 



Hang Nguyen 
 

51 

including focusing on poverty reduction and improvement in healthcare 

systems. Besides, the Obama administration has called upon Southeast 

Asian claimants to resolve the territorial disputes with China in the 

South China Sea peacefully through negotiation andin accordance with 

the1982 United Nations Convention on the Law of the Sea (UNCLOS) 

to ensure the freedom of navigation in the South China Sea.   

 

In the years to come, substantivemeasures are urgently required to 

upgrade US relations with Southeast Asian countries to new levels. This 

means that the US President- elect Donald Trump  should continue to (i) 

expand economic and investment  relations with Southeast Asia, (ii) 

provide further development assistance to Southeast Asia, (iii) reinforce 

US partnership and alliance in Southeast Asia, and (iv) deepen  the 

people-to-people contact to project US values and culture across 

Southeast Asia. 
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Abstract 

The accession of the Communist China to the neoliberal World Trade 

Organization (WTO) in December 2001 was an event of pivotal 

significance to both China and the global economy. Against this 

backdrop, this article examines and evaluates China’s approach to the 

WTO rules by analyzing a range of its practices, including handling of 

the trade disputes as a respondent. It argues and attempts to 

demonstrate that even though an amalgam of realism, liberalism, 

rational choice institutionalism and constructivism reflects in China’s 

behaviour and practices, it is realism that reigns supreme, based on the 

national interest articulated by the Chinese leadership. The article 

concludes that unless challenged by prudent counter-measures, China 

will continue to be guided supremely by its narrowly-defined national 

interest, rather than strictly adhering to the well-established WTO rules, 

with implications for foreign traders and investors. 

 

Keywords: China, WTO, realism, liberalism, WTO dispute settlement 

mechanism 

Introduction 

 

On December 11, 2001, the Communist China acceded to the World 

Trade Organization (WTO),a neoliberal institution entrusted with 

ensuring smooth, predictable and free trade flows, with a commitment to 

“open and liberalize its regime to better integrate in the world 

economy.”1 It was a major turning point in China’s history since its 

launch of economic reforms in 1978, as well as an event of pivotal 

significance for the world economy. Mike Moore, then WTO Director-

General, welcomed China’s entry by stating that “the WTO will take a 

major step towards becoming a truly world organization. The near-

universal acceptance of its rules-based system will serve a pivotal role in 

underpinning global economic cooperation.”2 

 

Twelve years later, China gifted a Chinese-styled GUSU Garden to the 

WTO, injecting splendor into its ambience, with Yi Xiaozhun, China’s 

                                                 
Updated version of "China: Enmeshed in or Escaping the World Trade Organization”, 

American Journal of Chinese Studies (American Association for Chinese Studies), 

21(2), October 2014, pp.185-204. 
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Permanent Representative, commenting: “This donation represents the 

enduring commitment of China to the WTO and the multilateral 

system.” 3 The phrase ‘enduring commitment’ is significant since the 

nature of China’s commitment is at the heart of the debate on its role in 

global trade governance. While to a section of scholars of political 

economy, China’s accession represented the adoption of a liberal model 

of economic development with adherence to “the western rules of the 

game,”another school of thought takes the stance that China's economic 

liberalization is based on Chinese political characteristics. 

 

Against this backdrop, the motivation of this article is to examine and 

evaluate China’s approach to and practices at the WTO. The 

distinctiveness of this study stems from three key aspects. First, the 

theoretical underpinnings are variegated, in contrast to the existing 

literature which is informed mainly by focus on one-sided or mutually 

exclusive theoretical frameworks. 4  Second, theoretical eclecticism 

results from a wide coverage of China’s practices pertaining to the 

WTO.5Third, it carries analyses of all the resolved WTO cases that 

involve China as a respondent, rather than focusing on selected cases, 

with a view to providing an impartial analysis.  

 

The article organization is as follows. The first part explains China’s 

accession to the WTO from theoretical perspectives of liberalism, 

rational choice institutionalism, and constructivism. The second part 

illuminates China’s attempt to build and project "soft power" and its 

"responsible stakeholder approach" after entry into the WTO. The third 

part, which is comprehensive, uncovers realism in the Chinese 

leadership’s strategy to advance the national interest mainly through a 

zero-sum approach. It provides three frameworks to understand China’s 

responses to WTO DSM's rulings, exhibiting both flexibility and 

firmness. The final part concludes.  

Accession to the WTO 

Liberalism 

Following the Chinese communist revolution in 1949, the government in 

Taiwan announced China’s withdrawal from the General Agreement on 

Tariffs and Trade (GATT) of which China had been an original 

signatory since 1948. Explaining the origin of China’s interest in WTO 

membership, Gong Baihua states that in early 1985, experts from the 

Shanghai Institute of Foreign Trade proposed to the Chinese central 

government that China’s GATT membership be resumed. Thereupon, 

the Shanghai Research Center on GATT came to be established, “which 

drew upon the expertise of researchers from Shanghai and other Chinese 

universities.”6Finally, in 1986, China notified the GATT of its wish to 
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join it as a contracting party. Thus, the Working Party on China's status 

was established in 1987, which was converted into a WTO Working 

Party in 1995 with a wider scope that extended to trade in services, apart 

from trade in goods, new rules on non-tariff measures and rules 

associated with intellectual property rights. Finally, under the 

chairmanship of Ambassador Pierre-Louis Girard of Switzerland, the 

Working Party, consisting of all interested WTO member governments, 

concluded almost 15 years of negotiations with China on 17 September 

2001, and forwarded approximately “900 pages of legal text for formal 

acceptance by the 142 Member Governments of the WTO.” 7  On 

December 11, 2001, China became a WTO member with the following 

major commitments: 

i) China will provide non-discriminatory treatment to all WTO 

Members. All foreign individuals and enterprises, including 

those not invested or registered in China, will be accorded 

treatment no less favorable than that accorded to enterprises in 

China with respect to the right to trade. 

ii) China will eliminate dual pricing practices as well as 

differences in treatment accorded to goods produced for sale in 

China in comparison to those produced for export. 

Price controls will not be used for purposes of affording 

protection to domestic industries or services providers. 

iii) The WTO Agreement will be implemented by China in an 

effective and uniform manner by revising its existing domestic 

laws and enacting new legislation fully in compliance with the 

WTO Agreement.  

iv)Within three years of accession all enterprises will have the 

right to import and export all goods and trade them throughout 

the customs territory with limited exceptions. 

v) China will not maintain or introduce any export subsidies on 

agricultural products.8 

 

Accordingly, China reviewed over 2,300 laws, regulations and 

department rules covering, inter alia, customs, taxation, competition, 

and intellectual property protection. Its general level of import tariffs 

came down from 15.3 percent in 2001 to 9.9 percent in 2005, whereas 

the overall tariff level was reduced to 9.8 percent in 2010, and 13,905 

foreign-invested enterprises were in the services sector as of 

2011. 9 Furthermore, Chinese Premier Wen Jiabao underlined the 

following tangible benefits accruing to the world in adecade after 

China's accession:  
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China imported US$750 billion worth of goods each year on 

average and created more than 14 million jobs for its trading 

partners; foreign invested enterprises in China remitted a total of 

US$261.7 billion in profits; Chinese enterprises operating 

overseas employed nearly 800,000 people locally and paid over 

US$10 billion in taxes every year; while the quality and 

affordable Chinese products have benefited consumers 

globally.10 

 

Rational Choice Institutionalism 

 

While China’s accession can be understood as, what Pascal Lamy 

pointed out, a continuation of domestic reforms introduced in 1978 

under the leadership of Deng Xiaoping, what drove China to join the 

WTO? According to rational choice institutionalism, states’ behavior is 

explained by their rational calculations of expected benefits accruing 

from membership of an organization. Keohane suggests: “..international 

institutions exist largely because they facilitate self-interested 

cooperation by reducing uncertainty, thus stabilizing expectations.”11Be 

that as it may, China expected stability in market access for its products 

through WTO membership. Gong Baihua, Chief Officer for Information 

Services, Shanghai WTO Affairs Consultation Centre, explains: 

WTO membership also brought with it the opportunity to take 

advantage of new market access opportunities and new 

protections now available to China under the rules-based system 

of the WTO. As a non-member of the WTO, China found that its 

exports were often the subject of discriminatory treatment in 

overseas markets. In addition, as a country that was making the 

transition from a centrally planned economy to one where market 

forces would set prices and determine resource allocation, China 

often saw its exporting enterprises subjected to anti-dumping 

actions that treated Chinese exporters unfairly — often because 

of China’s designation as a ‘non-market economy’.12 

 

Importantly, Yi Xiaozhun stated on the occasion of the tenth anniversary 

of China’s accession: “Joining the WTO means that China obtained a 

large and stable global market for its products and services. It was this 

stability that helped China's exports rank first in the world and made 

China a large export country of industrial products.”13Further, China 

surpassed the US in emerging as the biggest trading nation ($3.87 

trillion) in 2012. Per the Trading Economics figures, exports in China 

averaged US $460.65 hundred million from 1983 until 2013, reaching 

US $2077.42 hundred million in December of 2013 from a record low of 

US $13 hundred million in January 1984.14 
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Constructivism  

 

Constructivist approaches attribute states’ decision-making or behavior 

to the influence of “fundamental norms, shared ideas, inter-subjective 

beliefs, traditions, and habits,”15which are shaped by such forces as 

perception, learning and socialization.  Arnd and Schropp write that 

‘structural or strongly cognitivist’ theories of constructivism maintain 

that “international cooperation and institutionalization cannot be 

understood without reference to generally accepted normative 

superstructures that shape the identities of states.” 16 Influential 

intellectuals or think-tanks, socialized in a particular political or 

economic philosophy, can emerge as carriers of this imprint onto the 

minds of ruling elites. In this regard, Arnd and Schropp cite the study by 

Wang Qingxin Ken that reveals that China’s accession was facilitated by 

the “highly-placed Chinese economists’ familiarity with neoclassical 

economic ideas and the dissemination of these ideas to top leaders, 

which contributed to these leaders’ final resolve to sign a very liberal 

version of the agreement.”17 

 

Post-entry Liberalism: Soft Power and ‘Responsible Stakeholder’ 

Approach 

 

China’s attempt at building “soft power”18 ,defined as a cultural and 

ideological appeal, reflects in its projection of an image of a responsible 

and benign member vis-à-vis least developed countries (LDCs), as well 

as cementing camaraderie with developing countries along the shared 

values of multilateralism. China participates in such groupings within 

the WTO such as the G20 and the G33 with its stated support for the 

“legitimate positions” of the LDCs, African, Caribbean and Pacific 

countries (ACP), and the African Group. Its liberal approach toward 

African nations manifests in its trade policy in contrast to the increasing 

trade disputes with the US and the EU. For example, in October 2016, it 

announced zero tariff treatment on 97 percent of products from 

LDCsthat have diplomatic relations with China, most of which are 

African countries.  

 

Moreover, at the WTO Ministerial Conference in Bali in December 

2013, China contributed $400,000 to facilitate WTO accession of LDCs 

under the China Program, which was initiated in July 2001 under the 

WTO Aid for Trade Initiative. In 2015, it announced contribution of 

$500,000. The program supports and finances three types of activities: 

WTO accessions internship; WTO Accessions Round Table Meetings; 

and LDCs' participation in meetings which they identify as their 

priorities.19In this context, a “responsible stakeholder approach” reflects 

from the statement of China’s trade minister Hucheng Gao: “As a 
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developing country, China consistently tries to provide support to other 

developing countries, both bilaterally and multilaterally. China feels 

encouraged that the China Program has played an instrumental role in 

facilitating the integration of the LDCs into the multilateral trading 

system.”20These instances suggest that the WTO is an extended platform 

for China to cultivate stronger ties with African countries in particular, 

as part of its foreign policy to gain deeper access to their resources as 

well as forming an alliance in the WTO where it has been interlocked in 

trade wars with the US and the EU.  

 

Gong Baihua adds that the Shanghai WTO Affairs Consultation Centre 

offers itself as an example that “could be followed by other countries 

striving for WTO membership, as well as those already in the WTO 

seeking to draw greater benefit from the opportunities provided by the 

multilateral trading system.”21This statement reflects China’s intent to 

demonstrate its capacity for leadership as well as reaffirming a belief in 

multilateralism as an antidote to domination of the WTO by the 

developed world. In fact, Pascal Lamy, then WTO Director General, 

stated in an interview that China’s WTO entry had facilitated greater 

South-South trade, and that the rise of developing countries withChina at 

its center had changed the balance of power within the WTO.22 

 

From the angle of compliance with DSM rulings, China has revised its 

legal and regulatory systems ‘typically’ within the reasonable period of 

time. At the same time, as Webster notes, some cases involving the US, 

EU, and Japan as respondents “have dragged on for more than a decade, 

indicating a resistance to WTO rulings far and above anything that 

China has exhibited.” 23 Hence, China’s post-entry behavior exhibits 

liberalism in its own right though not as a defining feature. The 

following section sheds light on this argument.  

 

Post-WTO Realism 

 

Realism posits that in an anarchical international system, states are the 

primary actors that find that “the best way to survive in such a system is 

to be as powerful as possible relative to potential rivals.” 24 Realism 

operates in China’s approach to the WTO in terms of both “defensive 

realism” and zero-sum gains. Defensive realism manifests in state 

regulations and practices that shield the strategic domestic industries 

from foreign competition by circumventing WTO rules. Offering an 

instance of the fallout of China’s WTO membership, economist 

DaniRodrick points out that China, “the leading bearer of the 

mercantilist torch", was able to achieve trade surplus even after bringing 

down tariffs and phasing out subsidies by significantly undervaluing 

renminbi ”25 
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Arguably, China is not a sole instance of non-compliance, as WTO cases 

reveal. 26 Also, some countries resorted to trade protectionism in the 

aftermath of the global financial crisis.27However, one of the factors 

(more to follow in subsequent sections) that worsen the case of China is 

its lack of transparency. For example, according to the USTR Report 

2012: "...after eleven years of WTO membership, China still has not 

implemented its commitment to make available translations of all of its 

trade-related laws, regulations and other measures in one or more of the 

WTO languages (English, French and Spanish).”28 As a result, foreign 

investors or traders may be caught unawares because of a newly 

introduced state regulation. Moreover, “domestic legal check” on 

regulatory activities of Chinese authorities is not robust. 

 

Interestingly, Thomas J. Christensen commenting on Chinese 

Realpolitik wrote as back as 1996 that in most cases China joins 

multilateral organizations to “avoid losing face and influence.” He 

wrote: “But Beijing does not allow these organizations to prevent it from 

pursuing its own economic and security interests. Chinese analysts often 

view international organizations and their universal norms as fronts for 

other powers.”29China's actions exhibit a pursuit of zero-sum gains in 

advancing its national corporations as global leaders vis-à-vis foreign 

corporations. As such, the following bold claim in the China White 

Paper on Foreign Trade is questionable: “China’s foreign trade system 

has completed the transformation from mandatory planning to giving 

full play to the fundamental role of the market.” In fact, under the veneer 

of liberalism, realism operates as China attempts to keep its national 

interest, as perceived and articulated by the communist regime, intact. 

Interestingly, because of the prominent role of state in regulation, 

China’s development model (and, by extension, its approach to the 

WTO) has earned such epithets as “state capitalism”, “socialism with 

Chinese characteristics” and “bifurcated strategy of macro liberalization 

and micro regulation”30,as explained briefly below.  

 

According to the U.S.-China Economic and Security Review 

Commission report titled “An Analysis of State-owned Enterprises and 

State Capitalism in China,” 2011, China is pursuing socialism with 

Chinese characteristics, “which mandates a prominent role for state 

ownership” of industries, and concludes that the state sector in China 

will continue to play an important role, regardless of shrinkage of state’s 

share of GDP. In this regard, the report points to SASAC’s articulation 

of a number of strategic industries demanding the government’s control 

for economic and national security. For example, China’s “national 

champion” strategy as unveiled in its 12th five-year plan (2011-15) seeks 

to develop strategic emerging industries such as new energy vehicles. 
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The report underscores China’s backtracking on the commitment that it 

made upon joining the WTOthatthe government would not influence the 

commercial decisions of SOEs. Similarly, Roselyn Hsuehopines that 

China has adopted a bifurcated strategy of state control based on the 

strategic value logic, pertaining to national security and creation of 

national technological base, guided by which state control has been 

reinforced in strategic sectors such as telecommunications, financial 

services, energy, and automotive, while decentralization has occurred in 

nonstrategic sectors such as consumer electronics, foodstuffs and paper. 

She further points out: “The organization of central-level bureaucracies, 

including the MOST, National Development and Reform Commission 

(NDRC), State-owned Asset and Supervision and Administration 

Commission (SASAC), and MII, shaped the actual timing and outcome 

of state intervention.”31 

 

China & WTO Dispute Settlement Mechanism (DSM) 

 

 As of October 2016, China has been a complainant in 13 cases, a 

respondent in 37 cases, and a third party in 133 cases, experiencing both 

adverse and favorable rulings. Between 2007 and 2015, China 

intensified filing disputes, with the number going up from two to 

thirteen.32 Scholars have offered several explanations to account for this 

rise, including China’s gain of legal capacity over time (in contrast to 

initial lack of knowledge and experience), its rising learning trajectory in 

terms of rules, practices and norms, and a response to global 

protectionist measures after the 2008 financial crisis. A closer analysis 

of the nature of frequency and timing reveals that for China, DSM is a 

tool to be used sparingly as a complainant, less as a trade remedial 

measure (against antidumping measures) and more as a retaliatory tool 

when faced with complaints or investigations by member governments 

such as the United States or the European Union. As such, this paper 

focuses on China’s approach as a respondent and spells out three 

explanatory frameworks regarding the resolved cases. Contrary to what 

some scholars argue, it will be seen that there is no clear-cut temporal 

phase that can distinctly define its approach as a respondent (for instance, 

from being compliable to being confrontationist). Rather, the nature of 

the case, involving the nature of industrial sector, state goals, and 

intricacy of the issue at hand, rules the roost, with realism at the core.   

 

A.Using All the Arrows in the Quiver: From Consultation to Appellation  

 

China has tended to use up all the arrows in its quiver of arguments in 

strategic cases that are critical to its long-term national interests and in 

cases that are amenable to sustained defense.  The approach in these 

cases is like that of water that finds minuscule space sufficient for 
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penetration, resulting in case advancement until the final stage of 

appellation.   

 

i) DS 394, 395 and 398 (raw material): In these cases, the complainants- 

the US, European Communities and Mexico respectively- requested 

consultations with China in 2009 in respect of its restrictions on the 

export of nine forms of raw material: bauxite, coke, fluorspar, 

magnesium, manganese, silicon carbide, silicon metal, yellow 

phosphorus, and zinc. Collectively, they identified 40 specific Chinese 

measures which were inconsistent with China's commitments under the 

Accession Protocol and the Accession Working Party Report, and 

Articles VIII:1(a), X:1, X:3(a), and XI:1 of the GATT 1994. Per the 

WTO text:  

 

The complainants argued that the use of export restraints creates 

scarcity and causes higher  prices of the raw materials in global 

markets. They also provide Chinese domestic industry with a 

significant advantage by way of a sufficient supply, and lower 

and more stable prices for the raw materials.33 

China sought to justify its export duties and quotas based on Article XX 

of GATT 1994 which provides exceptions on the ground of protection of 

human, animal or plant life or health and conservation of exhaustible 

natural resources. The text of China’s submission to the panel stated: 

“The control of the export of high-energy-consumption, high pollution 

and resource-based products was utterly necessary for the…. reduction 

of environmental pollution, freeing the economic development from the 

limitation by resource and alleviating the tense relations among coal, 

electricity, and oil.”34 

In one of its key findings, July 2011, however, the Panel found that 

China's export duties were inconsistent with its WTO commitments and 

so were its export quotas on some of the raw materials. Also, the Panel 

found that China's Protocol of Accession did not allow China to use the 

exceptions in Article XX.35 It further noted that “China was not able to 

demonstrate that it imposed these restrictions in conjunction with 

restrictions on domestic production or consumption of the raw materials 

so as to conserve the raw materials.”36 

Disagreeing with the panel report, China notified the DSB of its decision 

to appeal certain issues of law and legal interpretations. The Appellate 

Body in its report of 30th January 2012, with a few exceptions,37upheld 

the Panel's key claims as well as recommendation that China bring its 

export duty and quota measures into conformity with its WTO 

obligations. Further, the Appellate Body noted that “except for yellow 
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phosphorus, none of the raw materials at issue in this dispute is listed in 

Annex 6 of China's Accession Protocol,” which restricts export tariffs to 

84 items. The appellate stage being final, China informed the DSB that it 

would implement its recommendations and rulings within a reasonable 

period of time. It cannot be denied that China promulgated the 2013 

Tariff Implementation Program and the 2013 Catalogue of Goods 

Subject to Export Licensing Administration to remove the application of 

export duties and export quotas to certain raw materials, which came 

into effect on January 1, 2013.  

However, China continued to impose export duties on other raw 

materials, including rare earths, tungsten, and molybdenum. Terence P. 

Stewart and Ping Gong point out that its 2013 Export Duty Rate Chart 

contained 352 items (and 346 items in 2014), going beyond the cap of 

84 items listed in Annex 6.Clearly, China’s approach reflects 

contravention of rules unless challenged at WTO until the final stage. 

They write: 

China imposed export duties on an additional 19 rare earth 

materials beginning in 2012. These include: (1) praseodymium, 

yttrium, neodymium; (2) their oxides, chlorides, fluorides, 

carbonates, and other compounds; and (3) NdFeB rapid setting 

permanent magnets. These materials continue to be subject to 

export duties in 2013 in the range of 15 percent to 25 percent. 

This indicates that China has tightened its control on rare earth 

materials 38 [despite losing the WTO case]. 

 

In fact, the US, the EU, and Japan challenged China’s restrictions on the 

export of various forms of rare earths, tungsten and molybdenum in 

March 2012 via cases DS 431, DS 432, and DS 433 respectively.39 

China, which produces more than 90 percent of the world’s rare earth 

elements, resorted to the same argument of environmental protection and 

natural resource conservation as a justification for export controls. 

However, the Panel in its March 2014 report found fault with China’s 

violation of WTO obligations, and found that China’s export quotas 

were "designed to achieve industrial policy goals rather than 

conservation."In August 2014, the Appellate Body combined the 

appellate proceeding of the similar cases-431,432 and 433, and came up 

with a single report. China appealed "limited" aspects of the findings 

such as rights of the WTO members to "protect and conserve" the non-

renewable natural resources. Nevertheless, the DSB adopted the 

Appellate Body Report and the panel report to which China responded 

by stating its intent to implement them in a reasonable period of time. In 

January 2015, China announced lifting the export restrictions, and in 

May 2015, it informed the DSB that it "fully" implemented the DSB's 

recommendations and findings by eliminating the export duties and 
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export quotas associated with rare earths, tungsten and molybdenum. It 

is a welcome development from the perspective of the strength of WTO 

rulings in facilitating compliance. As noted in the Wall Street Journal: 

"In ending the quotas, Beijing will instead monitor rare-earth exports 

using a system of permits issued based on trade contracts, without the 

need for additional state approval..."40It will be interesting to observe 

how China's approach to this "strategic sector" unfolds in compliance 

with the WTO. Prior to final ruling of the WTO, Mei Xinyu, a policy 

analyst with the Chinese commerce ministry, wrote in an email to the 

WSJ: “I think we will appeal, and we will win, or at least get some 

adjustment time….If we fail, we may remove the export quota policies, 

but use other methods to control.” 41   Similarly, Zhang Anwen, vice 

secretary-general of the Chinese Society of Rare Earths, told the Global 

Times: "As a responsible WTO member, we respect relevant rules. But 

we regret that and we will continue our efforts to protect the 

environment and natural resources, and maintain our rights to argue.”42 

Also, Feng Jun, a senior consultant from the Shanghai WTO Affairs 

Consultation Center stated that [regardless of the ruling] China had 

multiple ways to protect its environment and exhaustible resources such 

as imposing a resource tax.43  

 

ii) DS414 (electrical steel): In September 2010, the US challenged 

China’s imposition of countervailing duties and anti-dumping duties on 

grain oriented flat-rolled electrical steel (“GOES”) from the United 

States, which it said was inconsistent with China’s obligations under the 

SCM Agreement, the Anti-dumping Agreement (ADA), and Article VI 

of the GATT 1994.  

 

The Panel rejected the US claims concerning "public notice of the 

calculations used to determine the dumping margins and the findings 

and conclusions leading to the benefit determination under the 

government procurement statutes.” 44  It, however, found the Chinese 

Ministry of Commerce (MOFCOM) in breach of several provisions of 

the AD Agreement and the SCM Agreement. For instance, it found that 

MOFCOM  

 

i) initiated countervailing duty investigations into 11 programs 

without sufficient evidence to justify it, ii) failed properly to 

examine whether the rapid increase in the capacity of the 

domestic GOES, was at the same time injuring the domestic 

industry,  iii) had deficiencies in essential facts disclosure in 

connection with the price effects analysis and the causation 

analysis with respect to non-subject imports.45 
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China’s appeal was limited to the Panel’s findings in relation to 

MOFCOM’s price effects finding and the related disclosure of 

underlying facts.  China claimed that the Panel erred in the interpretation 

and application of Article 3.2 of the ADA and Article 15.2 of the SCM 

Agreement, as well as in finding fault with MOFCOM’s final disclosure, 

and public notice and explanation, of the facts underlying its price 

effects finding.46 But in November 2012, the Appellate Body upheld the 

Panel’s findings concerning price effects and its wrongful reliance on 

the ‘low price’ of subject imports relative to domestic prices.47 

 

Faced with the final decision, China stated its intent to implement the 

DSB recommendations and rulings. Interesting developments took place. 

First, though the reasonable period of time to amend its “restrictive 

policy” on steel imports was fixed at July 31, 2013, China sought more 

time for implementation. It was denied by the WTO arbitrator on the 

ground that China had failed to prove why it needed more time.48 It 

could indicate China’s perceived need for more time to protect its steel 

industry rather than reversing the controversial steel policy outright. In 

fact, America’s AK Steel complained of MOFCOM’s non-compliance, 

stating: “Notwithstanding the WTO’s rulings, and without collecting any 

new or additional evidence, it appears that MOFCOM has simply 

reiterated essentially the same findings on injury and causation without 

even addressing the flaws identified by the panel and the Appellate 

Body.” 49  Importantly, not convinced that China had complied, the 

United States requested setting up of a compliance panel in February 

2014. In August 2015, the DSB adopted the compliance panel report 

which accepted some of the claims made by the United States, such as 

those related to the lack of MOFCOM's objective determination of price 

effects of subject imports.50Eventually, China informed the DSB that its 

restrictive measures on imports of “GOES” from the US expired on 10 

April 2015.51As a result, this case is under compliance proceedings. 

What is apparent in this prolonged case is China’s reluctance to 

implement the DSM ruling in the steel sector. 

 

iii) DS 363(publication and AV products): In April 2007, the United 

States requested consultations with China concerning certain measures 

that restricted trading rights and market access of certain publications 

and audiovisual entertainment products. The products and services at 

issue were: trading and distribution of reading materials, audiovisual 

home entertainment (“AVHE”) products, sound recordings, and films 

for theatrical release. 

  

The WTO document states: 

The panel found that Chinese measures prohibit[ed] foreign-

invested enterprises from engaging in: (i) the wholesale of 
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imported reading materials, (ii) the master distribution (exclusive 

sale) of books, periodicals and newspapers and (iii) the master 

wholesale and wholesale of electronic publications are 

inconsistent with China's national treatment commitments under 

Article XVII of the GATS. Regarding reading materials, the 

panel found that Chinese measures restricted distribution 

channels for certain imported reading materials by requiring their 

distribution to be conducted exclusively through subscription, 

and by Chinese wholly state-owned enterprises, unlike for like 

domestic reading materials.  Similarly, the panel found that 

Chinese measures limit the distribution of certain imported 

reading materials (which can be distributed other than through 

subscription) to wholly Chinese-owned enterprises.52 

 

The issue reached the appellate stage when the Appellate Body in 

December 2009 substantively upheld the panel's conclusions, for 

example, Article 5 of the 2001 Audiovisual Products Regulation and 

Article 7 of the Audiovisual Products Importation Rule were found 

inconsistent with China's obligations.53 In May 2012, China notified the 

DSB of its compliance with its recommendations through decree 594 

(revised Publishing Management Regulations) and decree 595 (revised 

Audiovisual Product Management Regulations). Webster, however, 

notes:  

 

Decree 595, issued to cure problems outlined in the panel report, 

did not address the issue of discretion in licensing. The Decree 

does make some cosmetic changes. It changes the agencies 

responsible for certain tasks from the Ministry of Culture to 

GAPP [General Administration of Press and Publications].But it 

leaves intact Article 5, which the panel specifically found 

inconsistent. The Decree introduces no additional criteria for 

licensing, nor does it include an application process, problems 

that the panel specifically cited in its analysis…..Several other 

inconsistent regulations remain in effect. For example, 

Regulations on the Administration of Films, Film Enterprise 

Rule, and Network Music Opinions—all of which contained at 

least one inconsistent provision—remain in effect.54 

 

Moreover, in February 2012, the Chinese State Administration of Radio, 

Film and Television (SARFT) announced new regulations banning all 

imported TV programs during prime time and limiting such shows to 25 

percent of a channel’s offerings each day.55Shalia Sakona comments: 

“Though they restrict TV programming rather than feature films, the 

new SARFT regulations indicate the Chinese government’s continued 

hostility toward foreign visual audio works and its unwillingness to 
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liberalize trade in these markets.” 56 What explains the Chinese 

government's approach is not simply the intent to protect its domestic 

film industry (which is a general motive of countries that practice 

protectionism) but the objective to prevent penetration of Western 

liberal ideas that might eventually threaten the CCP’s political 

survival.57 

 

iv)DS 339, 340 and 342(auto parts): On 30th March 2006, the European 

Communities and the United States, and on 13th April 2006, Canada, 

requested consultations with China regarding its imposition of measures 

that adversely affect their exports of automobile parts. In its report in 

December 2008, the Appellate Body largely upheld the Panel's findings 

that the measures violated the GATT because they imposed an internal 

charge on imported auto parts (not imposed on like domestic auto parts), 

and  accorded imported parts less favorable treatment “by, inter alia, 

subjecting only imported parts to additional administrative 

procedures.”58 At the DSB meeting in February 2009, China informed 

the DSB that it intended to implement the DSB recommendations and 

rulings in a reasonable period of time.   

 

Has China’s post-ruling commitment translated into concrete outcomes 

for the complainant? In her report “Putting the pedal to the metal”, Usha 

CV Haley points out how the Chinese government’s subsidies for auto-

parts manufacturing in China and its strategic policy have played a vital 

role in its emergence as one of the largest auto-parts producers and 

exporters in the world, with ramifications for other economies. For 

example, American imports of auto parts from China rose eight-fold 

between 2000 and 2010. The Chinese central and provisional 

governments have provided $27.5 billion in direct subsidies to the 

Chinese auto-parts industry.59 She further writes: “China’s central and 

24 provincial governments have classified the automotive industry as a 

‘pillar industry.’ For the last decade, Chinese government policy for auto 

parts has been one of extensive institutional support for the acquisition 

and development of cutting-edge technology, including new energy and 

green technologies.”60  Moreover, though it announced elimination of 

charges on imported auto parts, it apparently sought some relief by 

levying customs duties as high as 25 percent on imported cars.61 

 

v) DS 454 and DS 460 (high-performance stainless steel tubes, HP-

SST)-- In December 2012, Japan requested consultations with China in 

respect of its anti-dumping duties on HP-SST. As a complainant, the EU 

joined the consultations in 2013. Japan and the EU claimed that the 

duties violated the Anti-Dumping Agreement and Article VI of the 

GATT 1994. As stated in the summary of the findings:  
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The Panels upheld many of the claims under Articles 3.1, 3.2, 3.4 

and 3.5, but did not side with the complainants on all matters. In 

particular, the Panels rejected the complainants' claims under 

Article 3.2 that MOFCOM was required — and failed — to 

assess whether price undercutting by the subject imports had the 

actual effect of placing downward pressure on domestic prices.62

  

China appealed the panel's ruling on the basis of "certain issues of law 

and legal interpretation."63While the Appellate Body reversed some of 

the findings of the Panel, it upheld the findings that "China acted 

inconsistently with Articles 3.1 and 3.5 of the Anti-Dumping Agreement 

because MOFCOM failed to ensure that the injury [to the domestic 

industry] caused by other known factors was not attributed to the 

dumped imports." 64 In November 2015, China stated its intent to 

implement the DSB's recommendations and rulings. In August 2016, the 

MOFCOM announcement on termination of the anti-dumping measures 

applicable to the imports of HP-STT was issued. The announcement 

added that in case one "refused to accept the ruling of this case," one 

could  "apply for an administrative reconsideration or initiate a litigation 

to the people's court" 65  in accordance with Article 53 of the Anti-

Dumping Regulations of the People's Republic of China. It remains to 

be seen whether and how the domestic industry in China is protected 

regardless of the DSM ruling in the case. 

 

B. Quick Settlements:Withdrawn/Terminated/Mutually Agreed Solution 

i)DS 309: In March 2004, the United States requested consultations with 

China concerning China’s preferential value-added tax (“VAT”) for 

domestically-produced or designed integrated circuits (“IC”). On 14 July 

2004, China and the United States notified the DSB that they had 

reached an agreement with respect to the matter raised by the United 

States in its request for consultations.66  In this case not even a panel was 

composed. According to Li Mingjiang, “the key factor that prevented 

China from litigation was the government’s concern for potential 

reputation costs associated with defending its protectionist measures at 

the formal WTO dispute resolution system amid a global free trade 

community. Interviews with the Chinese negotiators on the VAT issue 

suggested that they were given explicit instruction from Beijing to avoid 

escalating the case to the panel stage by all means.”67 Also, it might not 

have been confident in the first case in the face of the US litigation 

prowess. 

 

ii) DS 358 & DS 359(refunds): In February 2007, the United States and 

Mexico requested consultations with China concerning measures 

granting refunds, reductions or exemptions from taxes and other 

payments owed to the Government by enterprises in China.”68  Though a 
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panel was established on 31 August 2007, the case was withdrawn or 

terminated when China reached agreements with the United States and 

Mexico by signing memoranda of understanding.  

 

iii)DS 372, 373, and 378 (financial information services): Brought up by 

the EU, US and Canada respectively in March 2008, the cases 

challenged China’s measures affecting financial information services 

and services suppliers in China, 69 such as legal and administrative 

instruments requiring foreign service-providers to supply their services 

through China’s Xinhua News Agency. Overall foreign service-

providers enjoyed less favourable treatment than Chinese providers such 

as Xinhua. China agreed on mutual solutions with the complainants. In 

December 2008 China and the complainants reached an agreement in the 

form of a Memorandum of Understanding to address their concerns, 

including replacing the controversial 1995 Circular. Accordingly, China 

issued new administrative measures in April 2009.70  Webster points out 

how despite mutual agreement between China and complainant in the 

DS 373 case (and thus in 372 and 378 as well), China did not meet its 

commitment in practice. He writes: 

 

By leaving the 1995 Circular in effect, China still subjects 

foreign service providers to onerous requirements. The 2009 

Measures address many problems of the 1995 Circular, including 

a catch-all provision to annul prior regulations “inconsistent” 

with the 2009 Measures. But the offending provisions of the 

1995 Circular do not directly contradict the 2009 Measures; they 

may rather impose obligations on foreign providers not placed on 

Chinese ones. China leaves regulations in effect that could 

prejudice foreign companies.71 

 

C. Stoppage at Panel: Not Appealing Panel Determination 

 

i)DS 362—In April 2007, the US requested consultations with China 

concerning “certain measures pertaining to the protection and 

enforcement of intellectual property rights in China.” Among the four 

issues brought up by the US were: 1) the thresholds for certain acts of 

trademark counterfeiting and copyright piracy to be subject to criminal 

procedures and penalties; (2) the disposal methods for confiscated goods 

that infringe intellectual property rights, 3) the scope of coverage of 

criminal penalties for unauthorized reproduction or distribution of 

copyrighted works; and 4) denial of copyright to works not authorized 

for publication or distribution within China.72 The first claim was not 

accepted. The panel found that the Copyright Law , specifically the first 

sentence of Article 4, by denying copyright protection to unauthorized 

works, breached the TRIPS Agreement and its customs regulations were 
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inconsistent with Article 59 of the TRIPS Agreement, recommending 

that China bring the Copyright Law and the Customs measures into 

conformity with its obligations under the TRIPS Agreement. 

 

China notified the DSB that on 26 February 2010, the Standing 

Committee of the 11th National People's Congress had approved the 

amendments of the Chinese Copyright Law and that on 17 March 2010, 

the State Council had adopted the decision to revise the Regulations for 

Customs Protection of Intellectual Property Rights.73Yet the amendment 

did not dramatically alter the Copyright Law. Before the WTO case, 

Article 4 read “Works the publication or dissemination of which is 

prohibited by law shall not be protected by this Law. Copyright owners, 

in exercising their copyright, shall not violate the Constitution or laws or 

prejudice the public interest.”74 After the WTO case, China revised the 

law to state “Copyright owners, in exercising their copyright, shall not 

violate the Constitution or laws or prejudice the public interest. The 

State shall supervise and administer the publication and dissemination of 

works in accordance with law.”75 Webster highlights the lacunae: 

  

China deleted the first sentence, kept the second sentence (now 

the first sentence of new Article 4), and added another sentence. 

The revisions halt the TRIPS-inconsistent practice of denying 

copyright protection to prohibited works. A copyright holder can, 

at least under international law, enjoy protection for his works, 

even if prohibited by domestic law. The new law continues to 

empower the State to decide what to publish and disseminate, 

and there is no positive grant of copyright protection to 

prohibited or censored works.76 

 

Similar is a problem with the revised customs regulations of March 2010. 

They address the concern about reintroducing counterfeit goods back 

into the channels of commerce by inserting a provision into Article 27: 

“But imported goods bearing counterfeit trademarks, except in special 

circumstances, shall not be permitted to enter the stream of commerce 

upon merely removing the trademark from the goods.” 77  However, 

Webster points out the qualifier ‘imported’ that narrows the article’s 

scope and applicability by excluding counterfeits produced inChina.78 

 

ii)DS 413(e-payment services)—In September 2010, the US requested 

consultations with China with respect to China’s restrictions and 

requirements pertaining to electronic payment services for payment card 

transactions and the suppliers of those services.79 While the panel report 

of July 2012 rejected the U.S. allegation that China maintained its entity 

China Union Pay (CPU) as an “across-the-board monopoly supplier,” it 

found that China maintained CUP as a “monopoly supplier for the 
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clearing of certain types of RMB-denominated payment card 

transactions,”80  which constituted violation of mode 3 market access 

commitment under Article XVI:2(a) of the GATS. Also, it found that 

China maintained a requirement that all payment cards issued in China 

must bear the “Yin Lian”/“Union Pay” logo and be interoperable with 

that network, which were inconsistent with China's national treatment 

obligations.81 

 

In response, China stated it would implement the DSB’s 

recommendations and ruling within a reasonable period of time.What 

might explain this response? First, the panel did not make any 

substantive recommendations that demanded major revisions in its e-

payment policy. Second, challenging the ruling would have been 

imprudent and futile when there could be no concrete defense of the 

challenged practices such as the logo requirement. Third, China aims to 

step up the presence and deepen the penetration of CUP globally, in 

view of which a softer stance in this case was preferable with a 

possibility of retaliation by the US. James Promfret reports that the 

spread of UnionPay’s terminals at retail stores across the world is 

contributing to China’s steady efforts at making the yuan a global 

currency. 82  He cites Yan Lixin, head of Shanghai-based Fudan 

University's China Centre for Anti-Money Laundering Studies: "[China] 

may be happy to see UnionPay sweeping different markets across the 

world in different countries and territories….It is backed up by the 

government. It is the real son of the government."83 

 

Also, it may be mentioned that a year after the DSM ruling, the Chinese 

central bank ordered the online payment platform EPayLinks to stop 

processing renminbi transactions in association with MasterCard. The 

bank ruled that "no payment institution is allowed to co-operate with 

foreign card companies in developing cross-border payment businesses 

involving renminbi bank accounts or renminbi payment accounts.” 84 

Some critics consider it an evidence of China’s violation of the ruling. A 

different viewpoint, however, is held by Dong Zheng, a credit card 

expert, “As a third-party payment agency, EpayLinks is not qualified to 

issue credit cards. Furthermore, the yuan is not a freely convertible 

currency, so the two companies' move violated China's regulations for 

cross-border yuan flows." 85  Be that as it may, foreign companies’ 

operations in China are limited in respect of yuan-denominated 

transactions and subject to “cross-border yuan flows” regulations, which 

points to a preeminent role of the state in capital controls.86 

 

iii)DS 425(x-ray)—In July 2011, the EU requested consultations with 

China in respect of its imposition of definitive anti-dumping duties on x-

ray security inspection equipment from the EU. In April 2013, the panel 
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report stated that certain measures taken by China, including not 

conducting objective examinations, were inconsistent with the ADA.87 

Without challenging the panel determination, China expressed its intent 

to implement the DSB recommendations and rulings. Accordingly, the 

Chinese Ministry of Commerce issued the MOFCOM Announcement 

No.9 of 2014, ceasing the anti-dumping taxes as of February 19, 2014. 

While creditably it is a case of compliance, a caveat has been added in 

the MOFCOM announcement that per Article 53 of China’s Anti-

Dumping Regulation, “interested parties may apply for administrative 

reconsideration or bring a lawsuit to the People's court.”88While it will 

be too early to comment on the likely implications of this provisions, it 

is apparently intended to leave the door open for maneuvering to 

accommodate interests of Chinese manufactures.  

 

iv) DS 440 (automobiles)- In July 2012, the United States requested 

consultations with China in respect of its anti-dumping and 

countervailing on automobiles from the United States. In May 2014, the 

Panel came up with its report. Just like in the case above, China did not 

challenge its recommendation that China "bring its relevant measures 

into conformity with its obligations under the Anti-Dumping and SCM 

Agreements." 89  Interestingly, in March 2015 China's NDRC moved 

manufacturing of "whole units of automobile" to the "restricted 

category" in its Foreign Investment Catalogue. This move is clearly 

aimed at protecting the domestic industry by discouraging prospective 

foreign investors.90 

 

In sum, China’s responses to trade disputes have been flexible, pedestal 

led on recognition of their strategic implications in terms of national 

security and economic advancement, as well as assessment of defense 

potential. In most cases, China has been able to continue with the 

disputed regulations, for example, by tweaking them slightly or making 

superficial changes or finding an alternative route to protect its interests 

even by implementing the adverse WTO rulings. Hence, the win-win 

spirit of liberalism has been superseded by actual realist mechanism of 

advancing one’s own national interest.  

 

Conclusion 

 

China’s approach to the WTO reflects an amalgam of realism, liberalism, 

and constructivism which coincide with its pre-WTO, entry into WTO 

and post-WTO behaviours and practices. China has demonstrated a 

mature and ‘responsible stakeholder approach’ in dealing with the 

WTOas reflected in its role in global trade governance as well as in its 

implementation of adverse rulings. However, realism is concealed in 

what is largely a façade of post-entry compliance: a careful investigation 
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into its trade and investment practices, post-DSM ruling implementation 

as well as adroit regulations lays realism bare. It may be added that 

compliance records of almost no member country might be impeccable 

in the face of domestic corporate pressures and financial crisis-bred 

protectionism. But China’s case is distinct because of itsnon-adhoc and 

well-craftedstate strategies topromote national interest as perceived by 

its leadership, manifesting in numerous instances of superficial 

compliance--implementation of adverse rulings in particular.    

 

In view of the WTO’s limitations in securing ‘real’ compliance, 

compounded by the compulsions of a “complex interdependent” world 

in which individual states tend to refrain from undertaking harsh or 

punitive measures owing to enmeshed national interests in other 

domains, mutual negotiations and proactive diplomacy are usually 

considered a better alternative to resolve trade differences. China is 

aware of this dilemma before its trading partners such as the United 

States. Also, the DSM is a non-intricately netted sieve, unable to capture 

the gross impurities of non-compliance.As such, unless challenged by 

commensurateresponses of member governments, China will continue to 

be guided by its narrowly defined national interest to the extent of 

pursuing zero-sum gains by operating under the thick veil of liberalism. 

For example, in what was a settled case, the US initiated compliance 

proceedings in DS 414 case to examine China’s actual compliance with 

DSM rulings.  
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South China Sea and India’s Geopolitical Interests 

Nandini Jawli 

 

Abstract 
 

The South China Sea dispute involves is land and maritime claims 

among China and several nations within the region. China claims to 

have historically exercised exclusive control over the waters, a claim 

rejected by the Permanent Court of Arbitration in The Hague. As a high 

proportion of the world’s trade passes through the South China Sea, 

there are many non-claimant nations including India that want the South 

China Sea to remain as international waters, with many nations 

including the United States of America conducting ‘freedom of 

navigation’ operations. The region holds importance for India as Indian 

trade and economic linkages are growing with East Asian nations and 

with the Pacific region. India also believes that the disputes between SE 

Asian littoral states are a litmus test for international maritime law and 

that freedom of navigation and commercial access as enshrined in the 

UNCLOS must be ensured in the region. 

 

Keywords: South China Sea, China, India, littoral states, freedom of 

navigation 

The South China Sea dispute involves a number of Nations including 

Brunei, China, the Republic of China (Taiwan), Malaysia, Philippines, 

and Vietnam.  

The dispute centres on the immense oil and gas potential that the region 

has, 7.5 billion barrels of proven oil reserves and 145.5 trillion cubic feet 

of gas. Tensions first brew up in the region in 1947, when China issued a 

map claiming ownership of the entire sea, citing 2,000 years of history. 

This was contested by Vietnam, Philippines, Malaysia, Brunei, 

Indonesia and Taiwan. Then the presence of rival navies added to the 

tension. The United States is already engaged in the region following its 

old treaty obligations with Taiwan and Philippines. Moreover, the South 

China Sea is a critical transit route for the US Navy and oil flow. Its oil 

giants have also concluded exploration agreements with littoral 

governments.  

The disputes involve the islands, reefs and banks of the South China 

Sea, including the Spratly and Parsleys islands and the various 

boundaries, like those in the Gulf of Tonkin. The interests of the nations 

revolve around retaining or acquiring the rights to fishing areas, the 
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exploration of crude oil and natural gas under the waters of various parts 

of the South China Sea, and the strategic control of important shipping 

lanes. 

 

The South China Sea is dubbed by China as the ‘second Persian Sea’ for 

its oil reserves. It has 1,367,000 barrels oil production a day. The 

Chinese have calculated that the South China Sea will ultimately yield 

130 billion barrels of oil. If these calculations are correct then it contains 

more oil than any area of the globe except Saudi Arabia. China is 

desperate for finding new energy resources as Chinese oil reserves 

account for only 1.1 percent of the world total, while it consumes over 

10 percent of world oil production and over 20 percent of all the energy 

consumed on the planet.  Chinese National Offshore Oil Corporation has 

invested $20 billion in the region with the belief that there are vast 

reserves of oil in the area, which it can exploit. 

The location and energy reserves give the South China Sea a critical 

geostrategic importance. China wants to control it as it imports most of 

its oil through this trade route. Doing so would enable China to establish 

hegemony in East and Southeast Asia that no other country involved in 

the dispute is capable of. It has resulted in territorial disputes 

surrounding these more than two hundred small islands, but only about 

thirty five of them are permanently above water. 

The abundant fishing opportunities within the region are another reason 

for the conflicting claims. The South China Sea is believed to have 

accounted for a large portion of world fishing catches. There have been 

many clashes in the Philippines with foreign fishing vessels in disputed 

areas. China believes that the value in fishing and oil from the sea has 

risen to a trillion dollars. 

 

The area is also one of the busiest shipping routes in the world. More 

than half of world’s annual merchant fleet use the route and a third of all 

maritime traffic worldwide passes through these waters. More than half 

the tonnage of oil transported by sea crosses it too. This traffic is three 

times greater than that passing through the Suez Canal and fifteen times 

more than the Panama Canal. Around two thirds of S. Korea’s energy 

supplies, 60 percent of Japan’s and Taiwan’s energy supplies, and 80 

percent of China’s crude oil imports come through the South China Sea. 

 

Bases of the Chinese Claim 

 

China has laid claim to what it calls its ‘historic line’ or the ‘nine dash 

line’, that is, the heart of the entire South China Sea in a grand loop. The 

‘cow’s tongue’ as the loop is called-surrounds these islands from China 
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to Singapore and Malaysia. As a result, all of these littoral states are in 

dispute with China’s claims, and dependent upon the United States for 

diplomatic and military backing. 

 

Over the years, Vietnam, the Philippines, Brunei, Malaysia and other 

countries have asserted claims within the Chinese nine-dotted line. The 

United Nations Convention on the Law of the Sea, which came into 

effect on 16 November 1994, resulted in more intense territorial disputes 

between the parties. As of 2012, all of Parsley Islands and eight of the 

Spratly Islands are under Chinese control. Vietnamese troops control the 

greatest number of Spratly islands, 29, eight islands are controlled by the 

Philippines, five by Malaysia, two by Brunei and one by Taiwan. 

 

On 20 July 2011, China, Brunei, Malaysia, the Philippines and Vietnam 

agreed to preliminary guidelines which would help resolve the dispute. 

The agreement was described by China’s assistant foreign minister, Liu 

Zhenmin, as ‘an important milestone document for cooperation among 

China and ASEAN countries.’ It acknowledged aspects such as ‘marine 

environmental protection, scientific research, safety of navigation and 

communication, search and rescue and combating transnational 

crime.’1However, the issue of oil and natural gas drilling remains 

unresolved. 

 

The conflicting claims between Nations over South China Sea are likely 

to become more intense as energy consumption in developing Asian 

countries is expected to double by 2030, with China accounting for half 

of that growth. “Paradoxically, if the postmodern age is dominated by 

globalization,” writes the British naval expert Geoffrey Till, then 

“everything that supports’ globalization, such as trade routes and energy 

deposits, becomes fraught with competition.”2 

 

Another problem that the South China Sea faces is of militarization. It 

has become an armed camp with China confiscating twelve geographical 

features, Taiwan one, the Vietnamese twenty one, the Malaysians five, 

and the Philippines nine. The nations are trying to alter the lines and 

create their own dominance without any monitoring mechanism. 

 

In the Spratlys, which are claimed in full by China, Taiwan, and 

Vietnam, and in part by Malaysia, the Philippines, and Brunei, China 

has built concrete helipads and military structures on seven reefs and 

shoals. On Mischief Reef, which China has occupied despite 

Philippines’ objections, it has constructed a three-story building and five 

octagonal concrete structures, for military use. On Johnson Reef, China 

has built a structure armed with high-powered machine guns. Taiwan 

occupies Itu AbaIsland, on which it has constructed a number of 
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buildings for military use, protected by its troops. Vietnam, Malaysia 

and Philippines have military presence in the region too. 

 

In July 2016, an arbitral tribunal constituted under Annex VII of the 

United Nations Convention on the Law of the Sea (UNCLOS), ruled 

against China’s maritime claims in Philippines versus China, although it 

is not enforceable.3 China does not acknowledge the tribunal nor abide 

by its ruling, insisting that any resolution should be through bilateral 

negotiations with other claimants. 

 

Indian interests in South China Sea 

 

India has a huge stake in SCS in terms of geopolitics, geo-strategy and 

geo economics. Though India is not in the South China Sea region 

geographically, it is involved with SCS littoral states through naval 

exercises and visits, strategic partnerships, oil exploration and through 

diplomatic discussions at multilateral forums. India has extended its 

diplomatic outreach to the SCS by what it calls ‘extended 

neighbourhood. ’India used the concept of ‘extended neighbourhood’ in 

2000 to reach out to areas outside South Asia, which are vital for 

furthering its diplomatic goals.  

 

The SCS has now been firmly included in this realm of India’s interests, 

which is evident from its engagement as strategic partner of ASEAN. 

With an objective to secure a substantial position in East Asia, India has 

moved to Act East Policy (AEP), which is a leap forward from its Look 

East Policy (LEP). Under the AEP, India aims to gain a degree of pre-

eminence in the Indian Ocean, and with this, it also wants to contain 

China’s growing hegemony in the South China Sea. A complete control 

over South China Sea by Chinese maritime forces would bring these 

forces to the Strait of Malacca choke point, which looks out onto the 

Indian Ocean. This is a strategic point of entry into India’s backyard, 

and New Delhi would never like China to reach to that point of 

controlling the waters. 

 

A further geopolitical interest for India in the South China Sea is its 

geographical location. The SCS lies at the intervening stretch of waters 

between the Indian Ocean and the Western Pacific. As Indian maritime 

cooperation grows with America and Australia, these waters have come 

to be referred to as “Indo-Pacific". Indian Navy now operates in the 

Western Pacific in cooperation with the United States and Japanese 

navies; therefore, it becomes all the more significant that India gets a 

secure access through the intervening waters of the South China Sea. To 

be able to navigate from the Indian Ocean to Western Pacific, easy and 
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unhindered access through South China Sea has gained preeminence in 

India’s calculus in the region.  

 

There is also a solid strategic reason behind India’s efforts towards 

strengthening its involvement with littoral States in the South China Sea. 

China has been operating in the Indian Ocean without any hindrance for 

many years now and India has not been able to do anything about it. 

China is not a power in the Indian Ocean, yet it is investing 

diplomatically and militarily in the region to become an influential actor 

in the region. So for India, gaining access to the South China Sea is a 

way to balance China’s naval activities in Indian Ocean. The South 

China Sea and the Indian Ocean are interrelated, and India and China 

both do not want the other to increase its supremacy over any of the two 

international bodies. The power struggle continues between the two 

Asian giants in these waters, with the scales titling a little more towards 

China as of now. Interestingly, China has been contending that, despite 

the name, the Indian Ocean does not belong to India alone. India and 

other countries can equally argue that the South China Sea does not 

belong to China alone. 

 

The Indian leaders have emphasized time and again that India’s Look 

East Policy marks a shift from economic issues to efforts towards 

protecting the sea lanes. India has high stakes in the uninterrupted flow 

of commercial shipping in the South China Sea, and also in maintaining 

the movement of its Navy in these waters. For India, the South China 

Sea region holds importance in terms of its trade with the Asia-Pacific 

region. Over 55 percent of India’s trade passes through the South China 

Sea; therefore, peace and stability in the region is of great significance to 

it. India undertakes various activities, including cooperation in oil and 

gas sector, with littoral states of the South China Sea too.3 

 

India’s position on the South China Sea was indicated in the joint 

ASEAN-India Vision Statement in December 2012. It stressed, “India’s 

role in ensuring regional peace and stability,” and for that “we agree to 

promote maritime cooperation to address common challenges on 

maritime issues,” and that “we are committed to strengthening 

cooperation to ensure maritime security and freedom of navigation, and 

safety of sea lanes of communication for unfettered movement of trade 

in accordance with international law, including UNCLOS.”4 

 

India’s official stand regarding the South China Sea was stated by 

General V.K. Singh, the External Affairs Minister of State, in the Upper 

House of Parliament on 4th August 2016. He stated in the House that 

India “supports freedom of navigation and over flight, and unimpeded 

commerce, based on the principles of international law, as reflected 
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notably in the UNCLOS. India believes that States should resolve 

disputes through peaceful means without threat or use of force and 

exercise self-restraint in the conduct of activities that could complicate 

or escalate disputes affecting peace and stability. As a State Party to the 

UNCLOS, India urges all parties to show utmost respect for the 

UNCLOS, which establishes the international legal order of the seas and 

oceans.”5 
 

Indian Naval Presence in South China Sea 

India has been deploying its Navy in the South China Sea for more than 

one and half decades now, which is a sign of the region falling under its 

strategic purview. These deployments include movement of the Indian 

Navy, bilateral exercises, port calls to friendly countries and transit 

through these waters. The Indian Navy is a familiar sight in the South 

China Sea since its first deployment in 2000, which was described by 

Indian commentators as “for the first time, in a quiet show of strategic 

reach, India is going out of her own sphere, experimenting with 

something new.” 

On May 18 2016, four ships of the Indian Navy’s Eastern Fleet were 

sent on a two and half month long operational deployment to the South 

China Sea and North Western Pacific.6“In a demonstration of its 

operational reach and commitment to India’s ‘Act East’ Policy,” the 

Indian Navy’s Eastern Fleet was sent to the seas, according to a press 

release of the Ministry of Defence.  

The naval force consisted of the 6,200-ton Shivalik-class guided-missile 

stealth frigates Satpura and Sahyadr armed with supersonic  anti-ship 

and land-attack cruise missiles; the 27,550-ton Deepak-class fleet 

tanker Shakti, one of the largest surface warships in the Indian Navy; 

and the 1,350-ton Kora-class guided missile corvette Kirch, armed with 

sub- and super-sonic anti-air and anti-ship missiles. 

The purpose of the deployment was strengthening military-diplomatic 

ties and enhancing inter-operability with other navies. The Indian 

warships made port calls at Cam Rahn Bay in Vietnam, Subic Bay in the 

Philippines, Sasebo in Japan, Busan in South Korea, Vladivostok in 

Russia, and Port Klang in Malaysia. The visits to each port lasted four 

days and were aimed at strengthening bilateral ties and enhancing 

cooperation between the navies. During the stay in harbour, various 

activities such as official calls and professional interaction between 

naval personnel of both the nations took place. 

The fleet also conducted passing exercises (PASSEX) with other navies 

to practise cooperation and “showing the flag” in a region “of vital 
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strategic importance to India,” according to the defence ministry. The 

fleet’s operational deployment culminated in its participation in the 

Malabar Exercise, a naval exercise held with the U.S. Navy and Japan 

Maritime Self-Defence Force (JMSDF), which took place off Okinawa 

in Japan in the second half of June. Japan was involved in the naval 

exercise in 2007, 2009, and 2014, but in 2016, it joined not as a foreign 

invitee but as a permanent member of the annual naval exercise. 

India’s naval deployments are varied in nature; some are part of bilateral 

exercises such as with the Singapore navy and some are friendly port 

calls to littoral countries, such as Brunei, Indonesia, Malaysia, the 

Philippines, and Vietnam. All these activities bring the Indian Navy into 

the much contested water of the South China Sea. India’s strategic 

compulsion behind these naval exercises is quite clear, an increased 

Chinese naval presence and activities in the Indian Ocean have been 

countered by bilateral Indian naval exercises with Singapore and 

Vietnam in the South China Sea. 

Indian Navy has also been deployed further eastward into the Western 

Pacific in 2007, 2009, 2011, and 2012 for joint exercises with the United 

States and Japanese navies, crossing the South China Sea. India’s 

defence links with the littoral states of the South China Sea have been 

strengthened in recent years, particularly in the naval setting. New Delhi 

has fortified its links with these states through the MILAN exercises 

held since 1995 at Andaman and Nicobar Islands. A number of South 

China Sea littoral states such as Thailand, Malaysia, Singapore, 

Indonesia, Brunei, Vietnam, and the Philippines have participated. These 

countries are working with India in the Bay of Bengal and through a 

number of defense security agreements and naval links, India is 

cooperating with them in the South China Sea. 

In 2014, India, Australia, Bangladesh, Cambodia, Indonesia, Kenya, 

Malaysia, Maldives, Mauritius, Myanmar, New Zealand, the 

Philippines, Seychelles, Singapore, Sri Lanka, Tanzania and Thailand 

participated in the six-day MILAN exercise.7 

India’s establishment in July 2012 of deep water maritime facilities in 

Campbell Bay (INS Baaz), the southernmost point of the Andaman 

Islands, enables India to conduct surveillance operations over the South 

China Sea. The Southeast Asian nations view the Indian Campbell Bay 

initiative with hope that it will somewhat contain the aggressive 

posturing by China in the region. Some members of the Association of 

Southeast Asian Nations, particularly Vietnam and the Philippines have 

faced difficulties due to belligerent Chinese attitude and they are willing 

to cooperate with India to balance Chinese might in the waters. 
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The same logic lies behind India’s security links with Singapore, which 

were established back in the 1990s with naval exercises held on a 

regular basis since 1994. Singapore’s location as the exit point for the 

Strait of Malacca into the South China Sea is of immense geopolitical 

significance for India. Singapore has provided a supportive location for 

Indian forces passing through from the Indian Ocean into the South 

China Sea, while India has given extensive air force and army training 

facilities to Singapore. The two countries have formalized their 

cooperation through the Defence Cooperation Agreement of 2003 and 

the Joint Military Exercises Agreement of 2007. India’s SIMBEX naval 

exercises with Singapore have also been conducted in the South China 

Sea. 

Chinese objection to Indian naval presence and oil exploration 

 

On 22 July 2011, the INS Airavat, an Indian amphibious assault vessel 

on a friendly visit to Vietnam, was reportedly contacted 45 nautical 

miles from the Vietnamese coast in the disputed South China Sea by a 

party identifying itself as the Chinese Navy and stating that the ship was 

entering Chinese waters. A spokesperson for the Indian Navy explained 

that as no ship or aircraft was visible, the INS Airavat proceeded on its 

onward journey as scheduled. The Indian Navy further clarified that 

‘there was no confrontation involving the INS Airavat. India supports 

freedom of navigation in international waters, including in the South 

China Sea, and the right of passage in accordance with accepted 

principles of international law. These principles should be respected by 

all.”8 

 

In September 2011, shortly after China and Vietnam signed an 

agreement seeking to contain a dispute over the South China Sea, India's 

state-run explorer, Oil and Natural Gas Corporation (ONGC) said that 

its overseas investment arm, ONGC Videsh Limited, had signed a three-

year agreement with Petro Vietnam for developing long-term co-

operation in the oil sector, and that it had accepted Vietnam’s offer of 

exploration in certain specified blocks in the South China Sea. In 

response, Chinese Foreign Ministry spokesperson Jiang Yu, stated as 

follows: 

“China enjoys indisputable sovereignty over the South China Sea and 

the island. China’s stand is based on historical facts and international 

law. China’s sovereign rights and positions are formed in the course of 

history and this position has been held by Chinese Government for long. 

Based on this, China is ready to engage in peaceful negotiations and 

friendly consultations to peacefully solve the disputes over territorial 

sovereignty and maritime rights so as to positively contribute to peace 

and tranquility in the South China Sea area. We hope that the relevant 



Nandini Jawli 

 
 

93 

countries respect China’s position and refrain from taking unilateral 

action to complicate and expand the issue. We hope they will respect 

and support countries in the region to solve the bilateral disputes through 

bilateral channels. As for oil and gas exploration activities, our 

consistent position is that we are opposed to any country engaging in oil 

and gas exploration and development activities in waters under China’s 

jurisdiction. We hope the foreign countries do not get involved in South 

China Sea dispute.”9 

 

An Indian foreign ministry spokesman responded, “The Chinese had 

concerns, but we are going by what the Vietnamese authorities have told 

us and have conveyed this to the Chinese.” The Indo-Vietnamese deal 

was also denounced by the Chinese state-run newspaper Global 

Times.10In 2012 the Indian ambassador to Vietnam, while expressing 

concern over rising tension in the area, said that 50 per cent of its trade 

passes through the area and called for peaceful resolution of the disputes 

in accordance with international law. 

 

India – US – Japan - Naval Cooperation 

 

There are several reasons that might explain the increase in India-US 

naval cooperation especially during the presidency of Barack Obama. 

The Obama administration in the US did not believe unilateral solutions 

were available to deal with regional security challenges. India’s 

importance in Washington’s eyes as a potential strategic partner steadily 

increased because of Delhi’s growing economic and military capabilities 

as well as its strong democratic credentials. Also, both the US and India 

remain concerned about the rising power of China in the Asia-Pacific 

region and beyond .  

 

Although the US and India want strong cooperative relations with 

Beijing, both are conscious of potential conflicts of interest in bilateral 

relations with China. This recognition has also served to bolster US-

Indian ties. From the US’s point of view there is an apprehension that 

China might intervene forcefully in the Spratly Islands in the South 

China Sea. Nearly 44 of the 51 small islands and reefs are claimed by 

China, the Philippines, Vietnam, Taiwan, Malaysia and Brunei. China’s 

aggressive pursuit is detested by the littoral States. The US might be 

forced to ‘intervene’ and would need a partner in India, more so under 

the new Donald Trump regime.  

 

Any cooperation between India and America in the South China Sea is 

bound to benefit larger interests of India and help it counter China’s 

‘string of pearls’ strategy in the Indian Ocean, which includes reaching 

out to Countries in South Asia and littoral states by providing funds and 
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building ports. This strategy is intent on making sure the Indian Ocean is 

not India’s ocean.   

 

The US’s 2010 Quadrennial Defense Review (QDR) acknowledged 

India’s rise as a military power in the Asia-Pacific and the dominant role 

its navy could play in future. The QDR also mentioned that the US Navy 

would be deployed in forward positions in the years to come.11The US is 

also growing its engagement with Japan in maritime patrolling in the 

area. China has detested any such moves and in September 2016 it 

warned Japan against ‘playing with fire’ in the contested waters of the 

South China Sea, after Tokyo announced it may patrol alongside the US 

in the region. 

 

China also sent fighter planes for the first time over a strait near Japan as 

part of a group of more than 40 jets headed to train in the West Pacific. 

The move followed remarks by Japanese defence minister Tomomi 

Inada that Tokyo would increase its engagement in the South China Sea 

through joint training with the US Navy, exercises with regional navies 

and capacity-building assistance to coastal nations. The Chinese defence 

ministry said the aim of the announcement was ‘to mess up the South 

China Sea situation and try to gain interests from the troubled waters.’ 

 

‘If Japan wants to conduct any joint patrol or joint exercises in waters 

administered by China, it is just like playing with fire, and the Chinese 

military will not sit and watch,’ ministry spokesman Yang Yujun told a 

regular press briefing.12In recent months Japanese Prime Minister 

Shinzo Abe has criticised China for rejecting a ruling by an international 

tribunal, which said Beijing’s extensive claims to the waters had no legal 

basis. 

Also, the United States and India held their first Maritime Security 

Dialogue on May 16, 2016 to discuss, ‘Asia-Pacific maritime 

challenges, naval cooperation, and multilateral engagement’. US too has 

taken objections to what it has called China’s increasing ‘militarisation’ 

in the region.13 

Even though US wants it, India has flatly refused to conduct joint naval 

patrols in areas including the South China Sea where Beijing has 

maritime and territorial disputes with its neighbours.  

The littoral countries accuse China of illegally reclaiming land in 

contested areas to create artificial islands with facilities that could 

potentially be for military use. The US wants its regional allies to adopt 

a more united stance against China over the South China Sea, where 

tension has spiked since China’s construction of seven islands in the 

Spratly archipelago. 
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China and US Tussle over South China Sea 

 

In spring 2010, Chinese officials reportedly communicated to US 

officials that the South China Sea is “an area of ‘core interest’ that is as 

non-negotiable” and on par with Taiwan and Tibet on the national 

agenda. In October 2011, China’s Global Times newspaper, published 

by the Communist Party, editorialised on South China Sea territorial 

disputes under the banner, “Don’t take peaceful approach for granted.” 

The article referenced recent incidents involving Philippines and South 

Korea detaining Chinese fishing boats in the region: “If these countries 

don’t want to change their ways with China, they will need to prepare 

for the sounds of cannons. We need to be ready for that, as it may be the 

only way for the disputes in the sea to be resolved.”14 

 

Responding to questions about whether this reflected official policy, a 

Chinese Foreign Ministry spokeswoman stated the country’s 

commitment “to resolving the maritime dispute through peaceful 

means.” 

With the beginning of Donald Trump presidency in the US, things are 

bound to change in the South China Sea. Rex Tillerson, former Exxon 

Mobil CEO and US President Donald Trump’s pick for his Secretary of 

State, has told the US Senate Foreign Relations Committee that China 

will not be allowed to build more islands in the South China Sea and at 

the same time, will not be allowed access to those islands it has already 

built. The Reuters report quoting him said that Tillerson considered 

China’s South China Sea activity ‘extremely worrisome’ and that it 

would be a threat to the ‘entire global economy’, if Beijing were able to 

dictate access to the waterway.15 

The spokesperson of the Chinese Foreign Ministry, Lu Kong, dismissed 

Tillerson’s words ‘as hypothetical’ in his initial response while asserting 

the Chinese supremacy over the South China Sea. Lu Kong said that the 

situation in the South China Sea has cooled down as countries in the 

region have come round to the agreement. “We hope that countries 

outside the region will respect such an agreement that serves the 

common interests of the region and beyond.”16 

Trump has been targeting China, especially on trade imbalances and the 

loss of US jobs to China. He has quoted Russia and China when he 

makes pitch for military and nuclear expansion of the US. He became 

the first US President-Elect in decades to defy the US policy of 
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following One China norm and called the Taiwanese President, angering 

Beijing. China considers Taiwan as its renegade province. 

The US Navy has a sizeable presence in the South China Sea and it 

routinely carries out patrols in the area to deter the Chinese efforts 

maintaining that the South China Sea waters remain free for 

international navigation. China does not recognize these claims 

including the UNCLOS and says China exercises control over these 

areas since ancient times and if there is any dispute it should be resolved 

by the countries directly concerned. 

White House press secretary, Sean Spicer sparked off the South China 

Sea controversy in January 2017 by saying the US would ‘make sure 

that we protect our interests’ in the resource-rich trade route, through 

which $4.5 trillion worth of trade passes each year. “It’s a question of if 

those islands are in fact in international waters and not part of China 

proper, then yeah, we’re going to make sure that we defend international 

territories from being taken over by one country,” Spicer said at his first 

press conference. 

Chinese foreign ministry spokesperson, Hua Chunying, responded, 

saying the US should tread carefully, ‘to avoid harming the peace and 

stability of the South China Sea.’Hua emphasized that the United States 

is not a party in the dispute, while suggesting that China should be left to 

settle the South China Sea dispute with countries involved in the region. 

Chinese foreign ministry said China is trying to peacefully solve 

relevant disputes through negotiation with countries directly concerned. 

Modi Government’s South China Sea Policy 

In November 2015, Prime Minister Narendra Modi made a reference to 

the South China Sea conflict at the thirteenth ASEAN-India summit and 

also during a public lecture in Singapore. He suggested the need for a 

mechanism that could enhance cooperation in maritime security, 

counter-piracy and humanitarian and disaster relief. The issue also came 

up during the third meeting of the India-Philippines Joint Commission 

on Bilateral Cooperation held on 14 October 2015 in New Delhi.17 The 

meeting was co-chaired by Indian Foreign Minister, Sushma Swaraj and 

Albert F. Del Rosario, Secretary of Foreign Affairs of the Republic of 

the Philippines. Minister Swaraj expressed support for the peaceful 

resolution of the West Philippine Sea/South China Sea dispute. Both 

sides reiterated the importance of the settlement of all disputes by 

peaceful means and of refraining from the threat or use of force, in 
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accordance with universally recognized principles of international law, 

including the 1982 UNCLOS.  

The two Ministers asserted the importance of safeguarding the freedom 

of navigation and over flight in the South China Sea. In this regard, they 

reiterated the importance of an expeditious conclusion on a Code of 

Conduct and full and effective implementation of the 2002 Declaration 

of the Code of Conduct of Parties in the South China Sea. 

During Prime Minister Modi’s visit to Vietnam in September 2016, the  

South China Sea issue came up for discussion between the two 

countries. India’s ambassador to Vietnam, P. Harish, gave a statement, 

indirectly saying that China needs to respect the Hague tribunal’s verdict 

on the South China Sea. “We believe that UNCLOS (United Nations 

Convention on the Law of the Sea) represents the foundational aspect of 

international law on seas and oceans, and we call on all parties to respect 

UNCLOS”. He added, “We have constantly advocated that freedom of 

passage in international water(s) is important for trade".18  

 

The tribunal ruled in July that China has no claim to economic rights 

across large swathes of the South China Sea. 

India has a couple of oil exploration blocks given by Vietnam which fall 

within the 9-dash-line. China wants India to refrain from undertaking oil 

exploration in the Vietnamese blocks in order to ensure ‘peace and 

stability’ in the South China Sea. 

India needs to rethink its strategy in terms of dealing with China’s claim 

over large part of South China Sea. Only reminding China about 

respecting UNCLOS has not yielded results and nor will. In order to 

contribute to a fair and equitable regional maritime order, New Delhi 

will take a stand that restores strategic balance in maritime-Asia. 

Conclusion 

New Delhi has to overcome its dithering over taking a firm stand. 

Following its official position of neither being party to the disputes nor 

taking sides may not be a win-win strategy in this case. India has to 

devise its response in view of the   magnitude of developments in the 

region. It needs to shun its neutrality, which some in security 

establishment fear might give the perception of strategic support for the 

United States. It is time to think of ways to adopt a collective strategy 

and not pursuing a neutral and unilateral stand. India would lose in the 
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long run with this policy of placating China by not taking sides. Only the 

USA seems to be the main source of resistance to Chinese man oeuvres 

in the South China Sea. The need of the hour is to cooperate with the 

USA, take all littoral states long and then formulate a strong deterrence 

to contain China. It might spark an intense reaction from China but so be 

it. Pacifism and appeasement won’t be strategically wise for India any 

more. China’s arbitrary and unjustified actions in South China Sea need 

to be countered with multilateral approach. China can never be brought 

to a negotiated solution unless sustained and united pressure is built 

upon it. 
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Abstract 

Much has been written about the desire of China and India to see their 

cinemas, television programs, and cultural products become competitive 

in the global media market. What is missing is a comparative analysis 

that brings together Hong Kong and Bombay, two Asian cities with their 

successful film industries that transcend the conventional categories of 

Chinese and Indian national cinemas, and reposition themselves as new 

cultural forces in the pantheon of world cinema. This article highlights 

the phenomena of cinematic appropriation, elaboration, and plagiarism 

in the cultural flows between Hollywood, Hong Kong, and Bollywood. It 

examines the force of globalization that has driven Hong Kong Chinese 

and Indian producers to make films for nontraditional audiences, to 

address controversies in their works, and to gain legitimacy from and 

negotiate with various state authorities. The investigation entails not 

just a mere description of two local-turned-global Asian film industries 

but also represents an attempt to theorize a fruitful area of study.  

Keywords: Hong Kong, Bollywood, soft power, China, India, cinemas 

Introduction 
 

Much has been written about the desire of China and India to see their 

cinemas, television programs, and cultural products become competitive 

in the global media market. What is missing is a comparative analysis 

that brings together Hong Kong and Bombay, two Asian cities with their 

successful film industries that transcend the conventional categories of 

Chinese and Indian national cinemas, and reposition themselves as new 

cultural forces in the pantheon of world cinema. Seeing Hong Kong and 

Bollywood as broad analytical categories of urban cinema, this article 

highlights the phenomena of cinematic appropriation, elaboration, and 

plagiarism in the cultural flows between Hollywood, Hong Kong, and 

Bollywood. It examines the force of globalization that has driven local 

Chinese and Indian producers to make films for nontraditional 

audiences, to address controversies in their works, and to gain 
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legitimacy from and negotiate with various state authorities. The 

investigation entails not just a mere description of two local-turned-

global Asian film industries but also represents an attempt to theorize a 

fruitful area of study.  

  

Historicizing Hong Kong and Bollywood 

 

Hong Kong and Bombay (today’s Mumbai) have much in common. 

They were once British colonies. India became independent in 1947 and 

Hong Kong was under British rule from 1841 to 1997. Given their 

strategic location, both cities were the economic hubs of the British 

Empire in the Far East, and continue to be global migratory routes 

across the South China Sea, Indian Ocean and Pacific Ocean. Chinese 

and Indian migrants have established themselves in both places and 

contributed to cosmopolitanism as a way of life, embracing new 

ideasand practices from outside. The frequent crossover with the world 

has expanded the horizon of local filmmakers, making them aware of 

the new trends of global media while being sensitive to the need of 

localism. The success of Hong Kong and Bollywood in capturing the 

attention of global audiences has called for more attention to the 

dynamics of Asian cinematic landscapes and the rise of China and India 

in a multipolar world.1 

For more than half a century, the Hong Kong film industry was 

dominated by martial arts action movies featuring Bruce Lee, Jackie 

Chan, Sammo Hung, Jet Li, and Donnie Yen. The plots of the movies 

were linear and repetitive, lacking coherence and depth, but their fight 

sequences were carefully choreographed. The industry owed its success 

to stunning visual effects, lavish fighting scenes, and tearful 

melodramas. The styles gave moviegoers pure entertainment, an escape 

from daily hardships, and an illusion for a better life.Jackie Chan’s 

earlier films in the 1970s and 1980s were loaded with scenes of comedic 

violence. John Woo’s A Better Tomorrow trilogy (1986–1989) 

represented a new era of heroic bloodshed on screen and greatly 

influenced Hollywood and South Korean directors. Hark Tsui’sOnce 

Upon a Time in China trilogy (1992–1994), featuring Jet Li as the 

martial arts legend Wong Fei-Hung, reconciled Chinese nationalistic 

sentiment with Cantonese identity. Meanwhile, art house filmmakers 

such as Wong Kar-Wai, Clara Law, Stanley Kwan, and Anna 

Huiquestioned the complicated issues of urban realism, identity 

formation, and border crossing. In contemporary Hong Kong cinema, 

violence, crimes, and overlapping identities are widely used in 

conjunction with more sophisticated storylines, the best examples being 

Infernal Affairs trilogy (2001–2003) and PTU: Police Tactical Unit 

(2003). These diverse styles helped Hong Kong filmmakers to earn 
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worldwide recognition. The action movies, romantic comedies, 

historical epics, and arts films not only shed light on the media 

representations of past and present as events, experiences, and myths, 

but also captured the cross-cultural flow between global and local 

cinemas, transnational capital, and Cantonese identity.  

 

Hong Kong cinema has rebranded itself. The development prompted 

local film producers to engage with Taiwanese, Japanese, South Korean, 

European and American filmmakers. For a city with a population of 8 

million, Hong Kong continues to be a relevant cinematic force in the 

face of a hegemonic Hollywood system and a resurgence of Taiwanese, 

Chinese, Japanese, South Korean, Indian, and Thai cinemas. By 

partnering with studios in the USA and China, Hong Kong directors 

produced movies both for regional and international audiences. The 

most notable transformation was the Hong Kong filmmakers’ 

cooperation with China after the implementation of the Closer Economic 

Partnership Arrangement (CEPA) in 2004. The CEPA allowed Hong 

Kong films to enter the lucrative Chinese market, often in the form of 

co-productions, without being restricted by the import quotas set for 

foreign films.2 Removing the barriers that had hampered Hong Kong 

filmmakers, the business model was designed to “spread risk, provide 

greater market access, furnish access to extensive infrastructure and 

studio facilities, offer more options for location shooting, and generally 

boost production values.”3 

 

China is determined to turn itself into a global powerhouse of film and 

media production, and the coproduction agreement with Hong Kong has 

paved the way for reshaping the landscape of regional filmmaking.4 

Attracting Hong Kong filmmakers with irresistible financial incentives, 

China seeks to dominate the domestic box office with Chinese films 

rather than Hollywood productions.5The Chinese Film Bureau has 

expressed the hope that under the CEPA, Hong Kong producers would 

advance the goal of promoting national reintegration, but the products 

turned out to be politically ambiguous. Previous large-scale 

representations of Chinese history like Jacob Cheung’s Battle of Wits 

(2006) and Teddy Chan’s Bodyguards and Assassins (2009) displayed a 

rising China that is trapped in confusion, chaos and instability rather 

than being capable of building a prosperous society and achieving 

national rejuvenation.6Instead of submitting themselves to the broad 

category of “Chinese national cinema,” many Hong Kong filmmakers 

take advantage of new business opportunities and resources to produce 

films for a Greater China film market. 

 

The rise of the China-Hong Kong co-productions coincides with the rise 

of a critical “new wave” in the Hong Kong film scene. The term “new 
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wave” was used to describe the television and documentary works 

produced by idealistic directors from 1976 to 1984. Cheuk Pak-Tong 

expands the definition to the cinemas that came during the period of 

Hong Kong’s transition to China (1984–1997).7However, Mirana M. 

Szeto and Yun-Chung Chen redefine the term “Hong Kong SAR New 

Wave” as a new generation of postcolonial filmmakers whose political 

worldview differs considerably from those of the 1970s and 

1980s.Witnessing the transition of Hong Kong from a colony into a 

special administrative region under communist rule, the young 

producers oppose the pressure for Sinicization. They are aware that they 

are working in an environment different from British Hong Kong. They 

address local controversies with a critical awareness of intra- and 

intercultural flows in the region. Their cosmopolitanism rejects the 

patriarchal, chauvinist and xenophobic Hong Kong sentiments typical of 

colonial inferiority.8Searching for local sensitivities, these conscientious 

directors articulate a cinematic vision of grassroots resistance against 

capitulating to Chinese hegemony. 

 

In parallel, Bollywood has transformed itself from a cinema of pure 

entertainment into one that embraces innovative genres to make the 

audiences think about historical and contemporary controversies. “With 

more than a dozen major film companies including Sony and FOX 

Searchlight that now produce the bulk of the films released in India 

instead of thousands of individual producers which was the case until 

neo-liberalization reforms took hold, Bollywood is a new film industry. 

It speaks a new language–when it is making films, when it is marketing 

and distributing them and when it is retailing them.”9 The globalization 

of India’s economy and the rise of its cosmopolitan middle class have 

prompted filmmakers to address the dichotomies between tradition and 

modernity, religion and secularism, rural and urban cultures, collectivity 

and individuality, prearranged marriage and romantic love, and 

patriotism and treason. Given the worldwide spread of the Indian 

diaspora and its rapid growth in the West since the 1980s, Bollywood  

consciously made “a global turn” by addressing the Indian diaspora’s 

experience inblockbusters like Dilwale Dulhania Le Jayenge (1995), 

Pardes (1997), and Kabhi Khushi Kabhie Gham (2001), and articulating 

what Hamid Naficy called the language of “transitional and 

transnational” conditions of diasporic existence, bereft of the nation and 

yet rooted in it emotionally and symbolically.10 

 

Characterized by smaller budgets, a few filmmakers have begun to 

address the fissures and contradictions in a fast-changing Indian society 

troubled by an insatiable appetite for materialism and a strong assertion 

of identity politics. This resonates with Paul Willemen’s characterization 

of non-Western films’ effort to “stage” historical conditions as a key to 
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exploring fissures and antagonisms that structure Indian society.11As a 

result, directors of more complex films likeBlack Friday (2004), 

Khoslaka Ghosla (2006),Dev-D (2009), Udaan (2010), Noise in the City 

(2011), Dhobi Ghat (2011), Gangs of Wasseyepur (2011), Jolly LLB 

(2013), The Lunch Box (2013), Ship of Theseus (2013), Shahid (2013), 

Queen (2014),Court (2015),Tanu Weds Manu Returns (2015), and 

Masaan (2015)have carved out their niche audiences among the urban 

film festival attendees, who have grown weary of the old Bollywood 

formula of cinematic escapism. While this “New Wave” partially 

operates within the well-established economic structures of Bollywood 

and multiplex cinemas of metropolitan India, it hasrevived the tradition 

of parallel or art house cinema in India during the 1970s and 1980s. It is 

ironical now to witness big global studios like FOX and SONY 

producing complexurban films in response to their critical acclaim and 

growing commercial success. The sheer numbers of Indian audiences at 

home and abroad make these films some of the most powerful 

discourses in contemporary media culture. Bollywood’s simultaneous 

embrace of cosmopolitanism and provinciality as well as its complicity 

with global capital demonstrate the dialectical relationships between 

nation and diaspora, tradition and modernity, sacred and secular in 

contemporary South Asia.  

 

Bollywood still has a long way to go before it can assume the “global” 

status of Hong Kong or Japanese film. Even though Hollywood cannot 

compete with its Indian counterpart in the domestic market due to the 

latter’s pan-Indian structure of feeling based in the national language of 

Hindi and film music, one cannot deny that even Bollywood fails to 

exercise cultural hegemony over the regional Telugu, Marathi, Tamil, 

and Malayalam cinemas, which are self-sufficient, creative, resourceful 

and more innovative than Bollywood, and which act as counter-

hegemonic forces to the language of Bollywood, Hindi, that happens to 

be the(m)other tongue for most Indians. It is important to examine what 

is really global about Bollywood, and how its global or transnational 

outreach differs from that of Hong Kong. Put it differently, should we 

regard Bollywoodas a global brand name that originated in the 

multicultural cities of the USA and UK but which singularly designates 

a particular form of film “that is both a product and experience and is 

constituted as Indian popular film through transnational aesthetic 

impulses and multiple sites of reception?”12RaviS. Vasudevan rejects 

such a characterization of Bollywood because it overlooks the 

transnational impulses and multiple aesthetic currents that determine the 

output of a specific industry. He suggests a way to contextualize such 

impulses and currents in a historically informed way, without forsaking 

the national as an oppressive and restrictive conceptual frame that 
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contains little explanatory influence in producing specific films and 

genres.13 

 

Outside South Asia, Bollywood is limited to the South Asian diaspora in 

the West and to countries in Africa and the Middle East. When asked to 

comment on the global impact of Indian cinema, Bollywood superstars 

Amitabh Bachchan and Shahrukh Khan were under no illusions that 

Bollywood and Indian cinema had much to doin order to be recognized 

as a truly global force on the world screens cape. Not surprisingly, this 

was not the case when it came to A. R. Rahman, who truly arrived on 

the global stage through his musical scoreforSlumdog Millionaire, which 

won him the Oscar for original score in 2009, andfor Warriors on 

Heaven and Earth, a Chinese period film nominated for the Academy 

Award for Best Foreign Language Film in 2003.  

 

There is, however, a cautionary tale attached to this moment in history 

because the conventional pairings of India’s neoliberal economic 

policies starting in 1991 and the growth of Bollywood are misleading 

and tell us little about the cultural phenomenon known 

asBollywoodization. Adopting a methodology of content analysis that is 

more an exception than a rule in the field of Indian film scholarship, 

David J. Schaefer and Kavita Karan carefully investigate the highest 

grossing Hindi films between 1947 and 2007, a postcolonial period that 

signified “the potentially changing social-political-economic context of 

Hindi cinema” along with the “geographical, cultural, nationalistic, 

infrastructural and artistic” modes of globalization. Theycautionthat “the 

oft-repeated conclusions of scholars regarding the widespread influence 

of global forces on Hindi film production–particularly in the current era 

of Bollywoodization–are more complex than suggested in prior 

research.”14Bollywood’s relationship to the “global”should be 

understood as originating from the multicultural spaces in South Asia, 

the Middle East and Gulf States,the USA, Britain, parts of Africa, and 

now  increasingly in Eastern Europe. It is the fastest growing industry in 

India and the only one that has not seen a decline in profits since the 

2008 global financial crisis. And yet, compared with Hong Kong, 

Bollywood still lacks the “transnational” element in the making of 

crossovers, remakes and hybrids that have characterized East Asian 

cinemas, and its relatively limited global appeal with wider international 

audiences has as much to do with the generic inflexibility and lack of 

curiosity on their part as it does with an obsessive focus on an all-

inclusive, risk-free, and formulaic “masala” genre of Bollywood which 

sacrifices creativity at the altar of commercial success. 
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Framing Hong Kong and Bollywood  

 

As this article sets out to capture the cultural representations of 

commonality and difference in Hong Kong and Bollywood, it challenges 

the theoretical hegemony of Hollywood and concomitant Eurocentric 

framing of film studies and initiates new insights that engage other 

temporalities and spatialities. Undeniably, both Hong Kong and 

Bollywood transcend the boundaries of time and space, by allowing 

national and international audiences to experience part of a chain of 

shared memories and identities, connected to a past, a present, and a 

future. Their transnational, translational, and transhistorical appeals have 

made cultural fusion and border-crossing the norm rather than the 

exception. Kathleen Newman best summarizes the conceptual merits of 

this cross-disciplinary focus: 

 

Truly interdisciplinary theoretical and historical analyses, ones erasing 

the borders between humanities and social sciences, that is, between 

the theorists of meaning and theorists of society, must make explicit 

their assumptions regarding representation and other social practices, 

the mediations between texts and social context, the multiple 

determinants of social changes, and the role of language and other sign 

systems in the constitution of societies, including the social divisions 

they instantiate internally and across societal boundaries.15 

 

Today, scholars have rejected the conventional practice that a 

universalizing West formulates a theory for a “Rest” that is rich in 

cultural particularities.16 They trace the articulations among national, 

world, regional, and local cinemas in film studies against the backdrop 

of a “globality that seems to emanate from reality itself even as it speaks 

persuasively for that reality” and “presents itself both as reality and 

representation.” This globality manifests itself cinematically in the 

tensions between perspective and content, between unipolar and 

multipolar, and between process and realized vision and product.17 Such 

an analytical category prompts scholars to examine the agential role of 

the nations, especially Asian nation-states, in positioning themselves as 

inferior to the dominant discourses of cosmopolitanism, hybridity, 

multiculturalism, and transnationalism. But the epistemological nature 

of the“national cinema”model simplifies each cinematic school as a 

homogeneous entity and overlooks the intra- and inter-Asian dimensions 

of social, cultural, and economic flows in this globalized world. One 

obvious impact of globalization on Hong Kong and Bollywood is a shift 
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toward the practice of joint production across national boundaries. 

Closely linked to the mechanics of coproduction are the international 

film festivals from Cannes and Venice to New York and Pusan which 

reshape filmmaking in Hong Kong and Bollywood as art and business. 

The force of internationalization has called for the need to redefine the 

model of national cinema along transnational, transcultural, and 

transhistorial tropes.  

 

Furthermore, the cinematic interconnections between Hong Kong and 

Bollywood constitute an actively advancing part of the emerging inter-

Asian cultural space. Through this rubric of inter-Asia, it is possible to 

move beyond the old framework of “national cinema” to capture the rich 

varieties of cinematic aesthetics, genres, and practices from these two 

cinemas in Asia. Although Hong Kong film industry has achieved a 

national status within the Chinese-speaking world, it still obscures the 

conventional category of national cinema. Hong Kong presents “a 

theoretical conundrum” because it is “a cinema without a nation, a local 

cinema with transnational appeal.”18Hong Kong cinema has modeled 

itself along the popular, urban, transnational, and even postmodern and 

ethnic lines. It has also repositioned itself as a crisis cinema by 

considering the various political and socioeconomic mutations that the 

postcolonial city is caught up with. Adding to this, the multiplicity of 

cinematic expressions from martial arts to queer cinema in Hong Kong 

parallels with that in Bollywood,but the latter never experienced the 

crises that Hong Kong has faced, and its history in national and 

cinematic terms took a different trajectory. The semi-independent 

relationship of Hong Kong to the Chinese and Taiwanese national 

cinemas further complicates the issue. Hong Kong was always, and is 

still, a first-world city, being a preeminent financial hub second only to 

Tokyo, even though the city was closely linked to the formation of these 

two rival Chinese polities during the Cold War. 

 

By comparison, the historical specificity of Bollywood differs 

considerably from that of Hong Kong. Mumbaiforms part of the Indian 

nation, being the capital of the State of Maharashtra (adjoining Gujarat) 

and the financial center of the country.As the popular name for 

commercial Hindi films produced in Mumbai and a major component of 

the Indian national cinema, Bollywood serves as a transnational contact 

zone in South Asia and constructs cinematically “a linguistics of 

contact” that emphasizes “the workings of across rather than within the 

lines of social differentiation, of class, race, gender, and age. It achieves 
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the status of so-called “national cinema”in dominant representative 

terms because Hindi is the official language alongside English, although 

it is spoken by a little less than 500million in a nation of 1.2 billion 

people. Bollywood’s appropriation of Hollywood through its own 

storytelling has made it a new Indian soft power to the extent that the 

categories of Indian popular culture and Bollywood have become 

coterminous with each other in the eyes of the West.  

 

Energized by the vibrancy of Hong Kong and Bollywood, film scholars 

have embraced the two urban cinemas with intellectual vigor and rigor, 

and turned them into some of the most theorized categories in global 

cultural studies. Even the labeling of Bombay cinema as Bollywood in a 

gesture of derivativeness to Hollywood is challenged by critics and 

theorists,who ask the unresolvable “question of whether this term is a 

pejorative or subversive description”19 that simultaneously “mocks the 

thing it names and celebrates its difference.”20 Naming aside, there is a 

new tendency to situate Hong Kong and Bollywood in the context of 

transnational flows of production, distribution and reception within and 

without the Chinese and Indian nations. Vijay Mishra embraces Indian 

aesthetics, postcolonial theory, anthropology, sociology, and Hindu 

mythology to explain the constitution of Indian cinematic subjects and 

the cultural politics of film production and spectatorship, even as he 

negotiates the hegemonic role of Western hermeneutics and semiotics in 

accounting for new theories of Indian cinema.21The same can be said of 

Hong Kong. Infernal Affairs trilogy (2001–2003),remade by Martin 

Scorsese as The Departed (2006), symbolized a new undercover film 

genre in postcolonial Hong Kong. The previous undercover films by 

John Woo such as City on Fire (1987) and Hard Boiled (1992) critiqued 

the institutional hypocrisy in a British-ruled capitalistic society and 

sympathized with undercover agents torn between their professional 

duty as police officers and their fraternal loyalty to the triads. But 

Infernal Affairs looks at the complex encounters between two 

undercover characters, the undercover cop in the triad and the trial mole 

in the police. Their psychological struggles on screen mirrored the crisis 

of identity that the people of Hong Kong experienced in a transition 

from British colonial subjects to citizens of the People’s Republic of 

China. Hong Kong is an autonomous city-state that pretends to be part 

of China. Even though the city officially reunited with China after July 

1, 1997, its people are reluctant to embrace the Communist regime and 

subscribe to the new Chinese national identity. In this respect, Hong 

Kong and Bollywood are complex cultural entities that have transcended 

conventional categories like urban, popular, transnational, and 
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postmodern cinemas. They entail a wide range of filmmakers who assert 

their agency against the externally imposed hegemonic influences and 

who reclaim and recreate cinematically their political, moral, and 

cultural consciousness. The complicated process of art-politics 

encounter in Hong Kong and Bollywood has exhibited different patterns 

and results, and it is often filled with hope, idealism, angst, and 

disillusionment. 

Conclusion 

 

All the latest cinematic trends and innovations from Hong Kong and 

Bollywood reveala dialectical relationship between film culture and 

everyday life in these places. They address the discourses of religion, 

political economy, colonialism and nationalism that have shaped these 

Asian cinemas.In particular, they highlight the constant reinvention of 

these film industries in terms of moving away from superstar-driven 

films with weak scripts to story-driven ones with powerful scripts and 

complex characterization. Many critical Hong Kong and Bollywood 

directors who subvert the dominant discourses of power have created 

new space for alternative expressions. 

 

By bringing Hong Kong and Bollywood under one umbrella, this study 

anticipates exciting times ahead for both urban film industries by way of 

Wong Kar-Wai’s religious-historical drama about Chinese Buddhist 

monk Xuanzang in the Tang Dynasty (618–907), and of Stanley Tong’s 

action comedy Kungfu Yoga. Such collaborations further trans-Asian 

cultural dialogues that every cinema fan and scholar would desire. To 

echo Chen Kuan-Hsing’s passion of launching the field of Inter-Asia 

Cultural Studies as a fertile area of research, this analysishopes to 

advance the ongoing discussion about the rise of Asia as a new cultural 

entity in which relations between media and cultural industries are being 

reimagined in creative and constructive ways.22 
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Book Reviews 

William A. Callahan and Elena Barabantseva, eds., China 

Orders the World: Normative Soft Power and Foreign 

Policy, Washington DC: Woodrow Wilson Centre Press, 

2011, pp.280. 

The book under review is an outcome of a panel “Tradition and 

Modernity in China’s Foreign Policy,” organised in June 2007.  The 

book contains 10 chapters: of them, chapters 2 to 5, and chapters 8 and 9 

were previously published in “different versions.” The title of the book 

is very catchy and, therefore, arouses curiosity to know how and why 

China can order the world in an interdependent international system. 

Does this mean America is no more a superpower or does it mean that 

China has replaced the United States as a new superpower? But this 

estimation or interpretation is far from the truth. 

The book under review has made a laudable attempt to analyse China’s 

foreign policy and diplomacy in a fast changing world order in which 

China’s military and economic might is a potential factor in shaping the 

contours of the international system.Since Chinese President Hu Jintao’s 

introduction of the concept of “harmonious world” at the UN 

headquarters in New York, political and intellectual debate got sharper 

and deeper to find the underlying motive behind it. Contributors in this 

volume have tried to explain the rationale and goal behind launching the 

idea of the “harmonious world,” and to project China’s cultural soft 

power across the globe. The underlying motive is to create a Sino-

centric world order to replace the West-based Westphalian system of the 

17th century.   

This shift in China’s foreign policy speaks of its desire to influence and  

reshape the direction of  the  current international system by virtue of its 

gigantic military and economic resources. There is an apparently  

marked shift from Deng Xiaoping’s “peace and development” strategy  

of keeping low profile to asserting its voice in global politics—

beginning from the fourth  generation of Chinese leadership. In chapter 

2 , Zhao Tingyang  discusses  that Chinese intellectuals  are  stressing 

the importance of transcending  the “cultural nationalism” in order to  

reach out to global audience  to  demonstrate  how Chineseconcept of 

Tianxia(All-under-Heaven) can help promote a peaceful and non-violent 

world order. Chapters 3 and 4 emphasise how China can use its 

economic and military resources to  promote its  ancient norms and 

cultural values to construct  a universal theory of international relations, 

based on Chinese characteristics. In chapter 5, William Callahan offers a 

critique of the Chinese notion of a ‘harmonious world” and Tianxia  in 
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China’s foreign policy. But at the same time Callahan points out 

“vagueness” about China’s official policy of “harmonious world.” 

In the concluding chapter, William A. Callahan offers a plausible 

explanation about the role of Chinese philosophy in providing new 

perspectives to IR theory. It is true that the entire discussion on China’s 

cultural soft power and Confucius thought veers around China’ 

increasing global influence that has prodded the Chinese leadership to 

proliferate Confucius institutes across the world.  Whatever may be the 

limitations of Chinese soft power and its notion of harmonious world, 

China is poised to shaping the world order. What kind of shape the 

international order will assume is still unpredictable. But this edited 

volume offers rich insights into Chinese  foreign policy and diplomacy. 

It is an interesting, informative and analytical scholarly work, which will 

undeniably be profusely useful for public policy makers, academia and 

interested readership. 

- B.M. Jain, Editor, IJAA 

 

Prem Mahadevan, The Politics of Counterterrorism in 

India: Strategic Intelligence and National Security in South 

Asia, London: I.B. Tauris, 2012, pp.XVII +297. 

Since 9/11, terrorism has occupied a central place in national security 

concerns of every country. Its ugliest face is an indelible scar on 

humanity. Barbaric manifestations of terrorism in all unimaginable 

forms have turnedhuman habitation into a hell. In order to effectively  

meet the terror threat globally,regionally and nationally, experts, 

scholars and  technocrats are seriously engaged in devising ways and 

means. 

The book under review is an outcome ofthe author’s Ph.D. thesis from 

King’s College , London.  The authorhas critically examined “Indian 

intelligence systems and processes.” He has diagnosed “operational 

doctrines” and actions of Indian terrorist groups in order to evaluate the 

responses given by India’s  intelligence community, its  internal security 

officers, and para military forces. Mahadevan has rightly argued that 

intelligence inputs  supplied by  various intelligence gathering agencies 

are either not taken seriously or not fully acted upon. Asa result, terrorist 

groups across the borders  have not only successfully managed to sneak 

into Indian territory but have also been able to directly target military 

bases, as manifest from terrorist attacks on the army camp in Uri sector 
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in Jammu and Kashmir (September 2016) and in Pathankot( January 

2016) and Nagrota attacks in which  seven military jawans and two  

army officers were martyred . The author has rightly observed that the 

most “intelligence failures” are “action failures,” as witnessed in India’s 

terrorist experience against Kashmiri separatists or “pan-Islamist 

jihadism”. 

The book is divided into seven chapters, The first chapter offers a 

comprehensive and critical  analysis of strategic  intelligence in India. 

The author has aptly evaluated the role of Intelligence Bureau(IB) and 

the Research Analysis Wing(RAW) in countering  terrorism as well as 

highlighted systemic shortcomings of Indian intelligence. In chapters 2 

and 3, the author suggests that Indian policy makers must adopt a “ 

consistently offensive counterterrorist posture”( p.75), including 

financial crackdown  to minimise recurrence of terror attacks. Failure to 

meet the threat of separatists and terrorists groups is also attributed to  

the “lack of political consensus.”In this regard, the author has cited cases 

of Operation Bluestar, and the role of Indian army in Jammu and 

Kashmir. The author has finally suggested the adoption of “ an offensive 

counterthrust policy”(p.205). 

The book is an excellent piece of empirical research into myriad 

dimensions and implications of   Indian counterterrorism strategy. It is a 

must-read for Indian homeland security officials,defence personnel,  

intelligence agencies, and military elites to learn how to revampthe 

country’s  internal security system. 

 B.M. Jain, Editor,IJAA 

 

Hartmut Elsenhans, Saving Capitalism from the 

Capitalists: World Capitalism and Global History, Delhi: 

Sage, 2015. 

Neil Wilcock and CorinaScholz, Hartmut Elsenhans and a 

Critique of Capitalism, New York: PalgraveMacmillan, 

2016. 

With the ever increasingdifferentiation of the social sciences, 

endeavours like the following one seem to be particularly presumptuous: 

Writing a theory and history of global capitalism culminating in a 

picture of the world that is placedoutside of the box of the mainstream 

literature in the field. 
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In his book Saving Capitalism from the Capitalists (2015), Hartmut 

Elsenhans sets the record straight with a title that depictsthe major line 

of arguments of his whole thinking. The phenomenon of capitalism has 

been no historical necessity but an outcome created by the interplay of 

complex politico-economic forces, that none of the actors involved 

aimed to create. Even more, capitalism is ahistorical phenomenon that 

has been achieved unintentionallyby previously marginalized social 

strata and the empowerment of labourin its struggle against privileged 

elites.  

Whereas today,a vocal yet desperate left is trying to overcome 

amorphous “empire" as the current crisis-laden stage of capitalism and 

neo-classical mainstream economics is claiming that reality shall adapt 

to their models and not vice versa, Elsenhans chooses an eclectic 

Keynesian approach to political economy with the purpose of 

maintaining the progressiveness of capitalism. 

According to Elsenhans, the emergence of capitalism in Europecannot 

be attributed to unique cultural patterns or constitutionalist struggles for 

freedom.He rejects such claims which rest on a particular interpretation 

of the work of Weber that denies itspoils to economic origins. In fact, 

the distinctiveness of Europe vis-à-vis world regions where capitalism 

initially failed to occur lies in the "fact that in some parts of Europe the 

pole of popular industry could achieve and maintainsome dynamism in 

periods of improving productivity in agriculture and/or decreasing 

exploitation, whereas in Asia increases in productivity and/or decreasing 

exploitation were used for other purposes" (p. 42).  

Hence, the same questions that must be raised to explain the historical 

emergence of capitalism – questions that focus on the reproductive 

behaviour of the rural population, agricultural production compared to 

industrial production, and the relations within the ruling class which 

affect its capacity to extract surplus and maintain a certain rate of 

exploitation–must be addressed to trigger and manage today’s 

breakthroughs from pre-capitalist to proto-capitalist development, be it 

in Africa, Asia or Latin America. 

The achievements of the East Asian states and, not least, China have 

given hope in this respect. As Elsenhans mentions, some Asian countries 

understood very well the necessity to tackle the rural question (via land 

reform) as a precondition of further steps towards capitalist 

empowerment. On this basis, South Korea, China, and Taiwan have 

shown that a progressive development agenda must further aim at 
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managing the contradictions of catching-up processes by an intelligent 

channeling of export rents without forgetting about crucial factors as 

social equality, a sufficient level of consumption goods production in 

line with regional demand curves and a particular focus on the export 

sector. Therefore, the work of Elsenhansstands out due to the 

appreciablebelief in the formabilityof the politico-economic order 

through progressive and responsible thinking. 

The very moment this theoretical project is enormous in its scope and 

appealing in its intellectual depth, it confronts the reader with a major 

flaw. The references and hints Elsenhansgives, his line of thought that 

rejects major arguments of the founding fathers of social sciences, be it 

Weber or Marx, and the structure of his theory consisting of several 

independent models make it sometimes hard to follow every aspect in its 

scope and consequences.Despite this, his work builds on more than 40 

years of continuous research and theory-building. 

With Hartmut Elsenhans and a Critique of Capitalism (2016), two 

former international students of Elsenhans, aim at closing this 

comprehension gap by taking a more didactical approach to his work. In 

eleven interview-based chapters, they explore his grand theory as a 

whole through its parts. In this vein, together with Elsenhans himself, 

Wilcock and Scholz merge such diverse politico-economic concepts as 

rent and profit, marginalityand empowerment, social and cultural-

identitarian movements, the Euro crisis and, not least, the great 

relevance of Elsenhans's thought for overcoming underdevelopment. In 

so doing, both the interviewers will contribute enormously to students' 

as well as policy makers' comprehension of Elsenhans’s work, which 

has been published in many languages and in journals worldwide. 

For example, by analyzing the development paths of major Asian states, 

Elsenhans shows how they purposively use macroeconomic tools and 

state intervention to bolster the working of free markets where they are 

able to create progress. Hence, if there exists an Asian path to 

capitalism, it consists in mobilising existing surpluses and in the 

realization of the high supply of food required to supplythe entire 

population and not for exporting to foreign markets.Givena high real 

income of the poor, it allowsone to have access to cheap labour for 

export production. In the case of China, South Korean, Taiwan, and 

nowadays Vietnam, the crux is that they have been able to supply the 

necessities of this labour from their own production (p. 55). 
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Contrasting some critics of Elsenhans, who accuse him of rejecting 

culture, the interviews conducted by Wilcock and Scholz even show his 

elaborated personal views on notions such as culture, philosophy, and 

personal happiness. The last chapter in particular illustrates once more 

Elsenhans's view, namely that in order to embrace socio-economic 

progress via capitalist empowerment, one does not need special cultural 

preconditions. However, on the other hand, he emphasizes that culture 

does not necessarily need capitalism to flourish. 

Both of these books are important because they are able to contribute to 

the comprehensionof a unique, rather complex, and eclectic yet still 

Keynesian approach to capitalism, which, in comparison to culturalist 

and constructivist explanations, is operationable and able to create 

fruitful hypotheses for further research. Saving Capitalismin particular 

reminds the reader of critically reflecting onthe very politico-economic 

foundations he or she lives in and taking active civil societal possession 

of the emancipatory power of capitalism against those capitalists who 

allegedly work against the social democratic baseof today'sdeveloped 

capitalism. 

The eventual spirit of these publicationslies in the critical theoretical 

appropriation of the achievements of capitalism with a view to 

managing the troubles of globalization. 

Sebastian Hoppe, M.A.  

University of Leipzig /   

Friedrich-Ebert-Foundation,Moscow 

 

T.V. Paul,The Warrior State: Pakistan in the Contemporary 

World, New Delhi: Random House, South Asian edition, 

2014, pp.253. 

Pakistan was born on the ashes of British imperialism in India. The 

woeful partition of an undivided India, a part of the strategic design by 

British imperialists, ushered in the birth of  Pakistan as an independent  

geopolitical reality. In realpolitik terms, Pakistan’s geopolitical 

importance in the Cold War era had  exhorted  the US  administration to  

carve out a military role for Pakistan by roping it in its military 

alliances— SEATO ( 1954) and CENTO (1955). This fuelled Pakistan’s 

insatiable desire to attain military parity vis-à-vis India with the military 

assistance of the United States to become a balancing power in the 
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Indian subcontinent. In this process, military elites in Pakistan occupied 

a dominant position in determining the country’s foreign and defence 

policies, which obstructed political and economic transformation in the 

country. Arguably, democracy failed to take firm roots in Pakistan, 

whereas its twin brother India witnessed democracy grow, flourish and 

mature to steer the chariot wheels of economic development and 

modernisation as well as enabled the growth of independent judiciary 

and  free media. 

In order to understand the nuances and complexities, rooted in domestic 

structures of Pakistan , Paul offers a brilliant explanation and analysis. 

His well researched and well argued book shows how and why Pakistan 

has become a fragile and dysfunctional state. The author has aptly 

pointed out that military and jihadi elements throttled down the growth 

of modern and scientific education in the country. Rather, they 

encouraged proliferation of madrasas(now over 35,000), which 

prevented the growth of an open societal and educational environment 

that is required for developing the first-rate technological institutions 

and innovative research in diverse fields, including space and 

meteorology.   

Paul’s book offers a mine of innovative ideas and fresh interpretations 

on Pakistan as a garrison state. This book is not only an indispensable 

reading for graduate and undergraduate students in universities and 

colleges but is also enormously useful for public policy elites, 

researchers and academia. 

Romi Jain  

CSU, Cleveland, Ohio 
 

 

Ilan Alon, Marc Fetscherin and Philippe Gugler, 

eds.,Chinese International Investments, New York: 

MacMillan, 2012, pp. 419. 
Chinese International Investments complements the literature on 

Chinese investments, focusing on foreign direct investments 

(FDIs).Organized in seventeen chapters, the book discusses investments 

in European, North America and African markets broadly developing 

the competitiveness and development possibilities of Chinese firms. The 

book leads its reader from a one-enterprise analysis and micro level 

discussion to relevant macroeconomic and cross-country topicalities. 

The reason itstands out among literature of a kind is rather obvious – 

while discussing small and mid-sized entities, acquisition strategies and 
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evaluating competitive advantages of companies, the authors present 

clear findings, taking into consideration country- specific realities and 

supporting diverse analyses of cases. 

Presenting the cases of manufacturing enterprises, the authors analyze 

the motives and patterns of Chinese firms’ investments in developed 

countries and find that market seeking and strategic asset-seeking are the 

two most important motives. The authors not only name the markets 

triggering the elevated interest of Chinese investors, but also discuss the 

factors putting those North American, African or European countries 

into a more privileged position.  

 

Fair to note, even if separate chapters of the book might have few 

methodological flaws or gaps, the overall reading leaves a highly 

positive impression, mainly on the grounds of the limitations discussed 

by the authors and the additional explanations provided. Despite the 

associated challenges, authors do not avoid discussing the less 

convenient topics such as persistent corruption issues.  

 

Chinese International Investments is a highly recommended source for 

those who develop their academic research in fields of finance and 

economics. It should also be useful to a reader interested in up-to-date 

topicalities in global economics and highlights of emerging possibilities, 

mainly due to its well-structured and reader- friendly design. While the 

book provides an impressing list of references as well as a sound 

literature review, an ardent researcher will also come across valuable 

statistics, real-life examples and case studies.  

 

In conclusion,Chinese International Investments meets all the highest 

standards of an academic book, presenting clear and summarized 

findings of covered areas and identifying possibilities for future 

research. 

 

Alina Dibrova  

Chief Economist 

Ministry of Finance, Republic of Latvia 
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