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The world’s largest trade bloc, the Regional Comprehensive Economic Partnership (RCEP), 
officially came into force in the New Year. India’s absence from the agreement prompts concern 
over its regional economic integration. It also invites criticism about the extent of New Delhi’s 
regional leadership, particularly in the context of post-COVID recovery. 

However, even as India is choosing to prioritise self-reliance and bilateral trade arrangements 
to participate in regional economic activity,1 the creation of a trade bloc is not the only factor at 
play in the emergence of an Indo-Pacific economic architecture. 

The pursuit of economic security is today informed by the changing nature of economic growth, 
power competition, and the impact of the ongoing COVID-19 pandemic. To this end, two further 
considerations will be important in the shaping of the Indo-Pacific as an engine of growth.

The Indo-Pacific economic architecture will involve more than just traditional 
trade policy 
Economic connectivity and growth are being reimagined. New issues are emerging in need 
of governance.

Technology, the 21st century’s proverbial container ship,2 is increasingly driving global economic 
development, requiring consensus on new trade rules that cover technical standards, data 
rights, and digital trade. 

As countries transition to low-carbon energy, transport, cities, and manufacturing3 to tackle the 
global climate crisis, this will have implications for investment, trade in critical materials and 
technologies, and standards. 

Blue economy initiatives to harness and preserve coastal, marine and seabed resources and 
technologies are creating new vectors of regional engagement, and a renewed emphasis on 
infrastructure creation for economic growth raises the question of quality standards, financing 
best practices, and sustainability criteria. 

Concerns over government subsidies, state-owned enterprises, intellectual property rights, 
and border carbon taxes in today’s pandemic-affected and de-globalising world are coming to 
the fore. 

RCEP is first and foremost a trade bloc at present, and has adopted a largely conventional 
playbook, suggesting limited economic governance on its part in the Indo-Pacific.4 

→  India’s absence from the Regional Comprehensive Economic Partnership raises 
concerns over its economic participation and regional leadership in the Indo-Pacific 

→  The changing nature of economic growth, as well as power competition, mean that 
mechanisms beyond traditional trade policy will govern the Indo-Pacific 

→  India can leverage its strong relationship with Japan to help shape an open, 
transparent and diversified Indo-Pacific economy

→  India and Japan should advance an economic agenda to the benefit of the region, 
such as revitalising a re-imagined AAGC, accelerating infrastructure cooperation, and 
creating supply chain alternatives   

→  Shared membership in a number of emerging minilateral groupings enhances the 
potential for the India-Japan partnership to become an economic anchor in the region

KEY POINTS
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On the other hand, other broader platforms are emerging with the potential to drive regional 
governance. India’s Indo-Pacific Oceans’ Initiative promotes comprehensive maritime 
cooperation;5 the proposed Indo-Pacific Economic Framework by the United States will likely 
focus on emerging issues such as digital trade and clean energy;6 and working groups spanning 
climate change, infrastructure, space, and new and emerging technologies under the Quad 
seek to shape economic flows, norms, and standards. 

A successful, comprehensive regional economic architecture is not certain
An all-purpose regional economic framework is far from certain or practical. The intensifying 
US-China rivalry that has spilled over into areas of trade and technology, increasing geopolitical 
competition, the threat of coercive diplomacy, and economic nationalism all augur poorly 
for multilateral consensus-building on terms of trade and investment, particularly in non-
traditional and emerging areas of economic activity. 

The pursuit of multipolarity and rebalancing further betray a diminishing appetite for multilateral 
solutions,7 resulting in an Indo-Pacific increasingly mediated by competition and smaller issue-
specific sub-regional platforms and coalitions.  

Furthermore, COVID-19 has highlighted many countries’ economic over-reliance on China, 
emphasizing supply chain vulnerabilities and chokepoints. 

In short, attempts by governments to reassess exposure to geoeconomic threats8 has taken on 
an added urgency. Raw materials, foreign investments, critical and emerging technologies are 
now being viewed through a national security lens.

It is therefore no surprise that like-minded minilateralism has extended into the economic 
sphere. New partnerships, including the Digital Economy Partnership Agreement9 between 
Singapore, Chile and New Zealand, the new India-UAE-Israel-US quadrilateral economic 
forum, dubbed the “West Asian Quad”,10 the Semiconductor Supply Chain Initiative under 
Quad, and the US-Japan-Australia Blue Dot Network have all emerged in response to growing 
regional competition. 

It remains to be seen just how well RCEP will weather distrust, geopolitical friction, and 
instances of bilateral economic pressure. Tellingly, Japan and Australia form part of not only the 
Comprehensive and Progressive Partnership for Trans-Pacific Partnership (CPTPP) and now 
RCEP, but are further participating in smaller groupings like the Supply Chain Resilience Initiative 
(SCRI) with India to not only multiply trade opportunities, but also to hedge geoeconomic risk. 

India can capitalise on its relationship with Japan to shape the Indo-Pacific 
economy
Given the above two trends, India’s strategic partnerships with like-minded countries can allow it 
to establish itself as an economic anchor and rule-maker in the region, its participation in RCEP 
notwithstanding. While it is strengthening broad-based economic ties with Quad members and 
beyond, its cooperation with Japan in particular “become[s] more consequential than ever.”11

Japan emerges as the most natural partner for India to contribute 
towards an open, diversified, and future-oriented Indo-Pacific 
economy. 

Several motivations exist for New Delhi and Tokyo to successfully advance a common regional 
economic agenda under their maturing Special Strategic and Global Partnership. As major Asian 
powers, India and Japan share an interest in delivering outcomes beyond the US-China binary. 
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Secondly, an increasingly shared understanding of the stakes in the Indo-Pacific continues to 
foster strong strategic trust between India and Japan. Practically, a strengthening bilateral 
economic relationship lends itself to familiarity and an existing culture of business and industrial 
cooperation, which can create positive regional payoffs and provide a natural springboard to 
cooperate in and with third countries. Increasing regionalisation only offers greater incentive 
to engage with respect to the latter. 

Lastly, the “nested”12 nature of their 
relationship facilitates regional 
economic cooperation: shared 
participation in emerging minilateral 
coalitions and initiatives (Table 1) 
offer India and Japan the opportunity 
to amplify their bilateral efforts as 
well as embed these into a synergised 
approach on key economic issues.

Consider, for instance, that beyond 
Japan’s unmatched contribution in 
building Indian competitiveness, 
the two partners are also exploring 

opportunities in manufacturing and high-technology, decarbonisation, low-carbon technologies, 
civil nuclear energy, digital, advanced materials, and biotech as part of their “future-oriented 
partnership.” Co-innovation efforts should aim to create alternative supply chains in critical and 
future areas. 

Likewise, India-Japan infrastructure collaboration in South and Southeast Asia can and should 
be expanded and accelerated to offer alternative and transparent sources of infrastructure 
financing and development. 

India and Japan can even put forward a bolder regional collaboration to connect trade, 
technology, capital, human resources, and knowledge under a revitalised and re-imagined 
Asia-Africa Growth Corridor,13 thus promoting development choices in the Indo-Pacific. And 
of course, as the Quad, a major platform of Indo-Pacific engagement for both India and Japan, 
continues to institutionalise, it could deliver governance gains through information-sharing, 
coordination, standard setting, and joint innovation — particularly if it continues an outreach 
towards other Asian emerging and middle powers.14
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Table 1  Shaping the Geoeconomic Future in the Indo-Pacific  
India and Japan are involved in several new minilaterals that include economic agendas

Emerging Minilaterals Dialogues Conceptual Collaborations

US-Japan-India Trilateral (2015)

Set up an Infrastructure Working 
Group in 2018

India-Japan-South Korea 
Trilateral (2012)

This Track 1.5 dialogue has ex-
panded its initial focus on security 
to include exploration of areas of 
possible economic cooperation, 
such as trade, investment, and 
energy 

India-Japan-France Trilateral

A first workshop, officially green-
lit by the three countries, explored 
trilateral cooperation in maritime 
security and digital connectivity

India-Japan-Australia Trilateral 
(2015)

Launched the Supply Chain 
Resilience Initiative in 2021

India-Japan-Russia Trilateral 
(2021)

The first edition of this Track 2 
dialogue identified areas to jointly 
harness economic opportunities 
in Russia’s Far East and 
explored potential cooperation 
in developing the resource-rich 
Russian Arctic

EU-Japan-India cooperation

Scholarship is developing on 
synergised cooperation on 
connectivity, technology, and 
supply chains, as well as trilateral 
cooperation focused on Africa 

India-Japan-Italy Trilateral (2021)

Initial discussion has included 
mention of economic issues 
such as energy, infrastructure, 
and digitalisation

India-Japan-Vietnam Trilateral

Commentaries have begun to 
appear on the possibility and 
potential of such a trilateral, 
which could hinge on connectivity, 
corridors, and capacity    

The Quad (India, Australia, US, 
Japan; revived in 2017)

Initiatives include collaboration 
on vaccines, infrastructure, clean 
energy, education, and technology

Quad Plus 

Post initial outreach in 2020 on 
pandemic response, conversation 
is ripe on continuing engagement 
between Quad members and 
other Indo-Pacific actors and 
emerging economies

At some point, India will need to revisit its RCEP choice. Seven of the fifteen RCEP signatories are 
also member countries of the CPTPP, which channels momentum towards further production 
networks without India. The possibility of new members joining, such as Bangladesh,15 India’s 
top trading partner in South Asia, further implicate India’s future position in the Indo-Pacific 
trading ecosystem. 

India is a trading nation, with foreign trade accounting for an 
increasing share of India’s GDP, and it needs to better reconcile its 
foreign and trade policies.

The possibility of RCEP bringing to bear a potentially far-reaching institutional legacy by 
shaping further and future trade discussions around issues such as digital trade and blockchain 
also remains.16 An ASEAN keen on a digital transformation provides impetus, as does a non-
functioning WTO and peer pressure from the CPTPP. (Note, for instance, that while RCEP contains 
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https://asia.nikkei.com/Politics/International-relations/Japan-US-and-India-team-to-fund-Indo-Pacific-infrastructure
https://asia.nikkei.com/Politics/International-relations/Japan-US-and-India-team-to-fund-Indo-Pacific-infrastructure
https://www.idsa.in/event/India-JapanSouthKoreaTrilateral
https://www.orfonline.org/research/the-india-japan-france-trilateral-cooperation-to-tackle-the-rising-chinese-hegemony/
https://economictimes.indiatimes.com/news/economy/foreign-trade/india-japan-australia-launch-supply-chain-resilience-initiative-may-be-expanded-based-on-consensus/articleshow/82276307.cms
https://economictimes.indiatimes.com/news/economy/foreign-trade/india-japan-australia-launch-supply-chain-resilience-initiative-may-be-expanded-based-on-consensus/articleshow/82276307.cms
https://www.icwa.in/show_content.php?lang=1&level=2&ls_id=5577&lid=3948
https://www.youtube.com/watch?v=uUHX2jAArWk&ab_channel=JapanProgramVUB
https://www.youtube.com/watch?v=uUHX2jAArWk&ab_channel=JapanProgramVUB
https://euindiathinktanks.com/2020/publications/development-cooperation-partnerships-forging-an-eu-india-japan-trilateral-in-africa-2/
https://economictimes.indiatimes.com/news/india/india-launches-new-trilateral-with-italy-and-japan-for-indo-pacific-stability/articleshow/83624187.cms
https://economictimes.indiatimes.com/news/defence/japan-india-vietnam-trilateral-could-be-created-for-indo-pacific-stability/articleshow/88042802.cms?from=mdr
https://www.ispionline.it/it/pubblicazione/india-japan-vietnam-trilateral-inclusive-proposition-22860
https://www.ispionline.it/it/pubblicazione/india-japan-vietnam-trilateral-inclusive-proposition-22860
https://www.whitehouse.gov/briefing-room/statements-releases/2021/09/24/fact-sheet-quad-leaders-summit/
https://thediplomat.com/2022/01/making-quad-plus-a-reality/
https://thediplomat.com/2022/01/making-quad-plus-a-reality/


1  The messaging from the highest levels of government has been that the new ‘Atmanirbhar’ (Self-reliant) program is not inward-
looking, but preparation for India to take its ‘Make in India’ products to export markets.  Davos (2021)  ‘Special address by Narendra 
Modi, Prime Minister of India, January 28’, World Economic Forum, https://www.weforum.org/videos/davos-2021-special-address-
by-narendra-modi-prime-minister-of-india-english. Also see a paper by now-Secretary of Economic Relations: Dammu Ravi 
(2020), ‘Strategising India’s exports’ RIS Discussion Paper, https://ris.org.in/newsletter/RIS%20Latest%20Publications/2020/nov/
Discussion%20Paper%20by%20Shri%20Dammu%20Ravi-min.pdf.
2  Salvatore Babones (2018), ‘Note to Biden: Forget Trade, the Real War With China is Over Tech,’ Foreign Policy, November 18, https://
foreignpolicy.com/2020/11/18/biden-china-huawei-technology-manufacturing/.
3  World Bank (2021), Transitions at the heart of the climate challenge, May 24, https://www.worldbank.org/en/news/
feature/2021/05/24/transitions-at-the-heart-of-the-climate-challenge.
4  See, for example, Salvatore Babones (2020), ‘Cutting through the Hype on Asia’s New Trade Deal,’ Foreign Policy, December 2, 
https://foreignpolicy.com/2020/12/02/trade-china-asia-rcep-tpp/.
5  Rahul Mishra (2021), ‘Indo-Pacific Oceans’ Initiative: Providing Institutional Framework to the Indo-Pacific Region’, RIS-AIC 
Commentary, https://aei.um.edu.my/img/files/AIC%20commentary%20No%2020%20August%202021%20final.pdf.
6  Congressional Research Service (2021), ’Biden Administration Signals Plans for an Indo-Pacific Economic Framework’, December 2, 
https://crsreports.congress.gov/product/pdf/IN/IN11814.
7  For example, see outlined key drivers of “de-ASEANisation” and the concurrent rise of minilateralism in the Indo-Pacific in Chen 
Qinghong (2021), ‘Asia-Pacific Minilateral Cooperation and Its Impact,’ CIR 31, no. 3, (May/June), http://www.cicir.ac.cn/UpFiles/file/202
10820/6376506613624021573996723.pdf.   
8  Jeffrey Wilson (2021), ‘Adapting Australia to an era of geoeconomic competition’, Perth USAsia Centre, https://perthusasia.edu.au/
getattachment/Our-Work/Geoeconomics-Report/PU-184-Geoecon-210526-WEB.pdf.aspx?lang=en-AU.
9  DEPA, Singaporean Ministry of Trade and Industry (2020), https://www.mti.gov.sg/Improving-Trade/Digital-Economy-Agreements/
The-Digital-Economy-Partnership-Agreement.  
10  Their foreign ministers first met virtually in October 2021, and are expected to meet face-to-face in March 2022 in Dubai to advance 
conversation on economic cooperation and infrastructure projects. Rezaul H Laskar (2021), ‘New grouping of India, UAE, Israel, US to 
meet next year,’ Hindustan Times, December 14, https://www.hindustantimes.com/india-news/new-grouping-of-india-israel-us-and-
uae-expected-to-hold-meeting-in-march-101639394229418.html. 
11  Titli Basu (2021), ‘Previewing India-Japan Ties Under PM Kishida’, The Diplomat, November 10, https://thediplomat.com/2021/11/
previewing-india-japan-ties-under-pm-kishida/. 
12  Rajesh Basrur and Sumitha Narayanan Kutty (2021), ‘Modi’s India and Japan: nested strategic partnerships’, International Politics, 
September, https://doi.org/10.1057/s41311-021-00288-2.   
13  For example, reviving the AAGC as a profit-driven initiative has been suggested. See Takuya Taniguchi (2020), ’Should We Forget 
about the Asia-Africa Growth Corridor?’, IFRI, October 19, https://www.ifri.org/en/publications/editoriaux-de-lifri/lettre-centre-asie/
should-we-forget-about-asia-africa-growth.   
14  See, for example, Mihir S. Sharma, Ria Kasliwal and Abhijit Mukhopadhyay (2021), ‘Resilient, Inclusive, and Free: Towards a Post-
Pandemic Indo-Pacific Region’, ORF Monograph, https://www.orfonline.org/research/resilient-inclusive-and-free/;  Jagannath Panda 
(2021), ‘Making ‘Quad Plus’ a Reality’, The Diplomat, January 13, https://thediplomat.com/2022/01/making-quad-plus-a-reality/.  
15  The Financial Express (2021), ‘Tariff commission starts study on Bangladesh's inclusion in RCEP’, September 20, https://
thefinancialexpress.com.bd/trade/tariff-commission-starts-study-on-bangladeshs-inclusion-in-rcep-1632111860; Asif Muztaba 
Hassan (2021), ‘Will Bangladesh Benefit by Joining RCEP?’, The Diplomat, November 5, https://thediplomat.com/2021/11/will-
bangladesh-benefit-by-joining-rcep/. 
16  Karthik Nachiappan (2020), ‘Why India Must Open its Doors for RCEP,’ Live Mint, November 24, https://www.livemint.com/news/
india/why-india-must-open-its-doors-for-rcep-11606230420222.html.
17  Thomas Sterins (2021), ‘RCEP’s contribution to global data governance,’ Afronomics Law, February 19, https://www.afronomicslaw.
org/category/analysis/rceps-contribution-global-data-governance-0. 

Endnotes

weak formulations on data mobility, it is nevertheless the first time that China has entered into 
any binding data governance provisions at all.17) RCEP will not be the only platform for these 
discussions, but it may become an important cog in the economic governance ecosystem. 

Fortunately, the door remains open for India to re-join RCEP — a process led by Japan that even 
extends New Delhi an observer status for now — which will allow it to gauge the scope and 
direction of RCEP’s agenda.  

In the meantime, India and Japan’s partnership can become a true pillar in the Indo-Pacific by 
harnessing momentum and expanding their economic collaboration to benefit the broader region. 
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https://foreignpolicy.com/2020/12/02/trade-china-asia-rcep-tpp/
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http://www.cicir.ac.cn/UpFiles/file/20210820/6376506613624021573996723.pdf
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https://www.mti.gov.sg/Improving-Trade/Digital-Economy-Agreements/The-Digital-Economy-Partnership-Agreement
https://www.mti.gov.sg/Improving-Trade/Digital-Economy-Agreements/The-Digital-Economy-Partnership-Agreement
https://www.hindustantimes.com/india-news/new-grouping-of-india-israel-us-and-uae-expected-to-hold-meeting-in-march-101639394229418.html
https://www.hindustantimes.com/india-news/new-grouping-of-india-israel-us-and-uae-expected-to-hold-meeting-in-march-101639394229418.html
 https://thediplomat.com/2021/11/previewing-india-japan-ties-under-pm-kishida/
 https://thediplomat.com/2021/11/previewing-india-japan-ties-under-pm-kishida/
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