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ABSTRACT As the Bay of Bengal region continues to rise as an economic and strategic 
hub, there is increasing awareness of the role to be played by the Bay of Bengal Initiative 
for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC) in promoting 
growth, development and stability in the region. Having kept a low profile in its 20 years 
of existence, BIMSTEC is now being seen as a potential driver of integration between 
South Asia and Southeast Asia. This brief argues that given Japan’s enduring 
relationship with many states in the Bay of Bengal, there is a case for deeper 
engagements between them. The brief pivots on Japan’s strong relationship with India, 
and India’s key role in BIMSTEC — owing not only to its geographical location but also its 

1 capabilities. It makes the case for Japan to join BIMSTEC, initially as an “observer state”, 
later moving up as a “dialogue partner”, and eventually becoming a full member of the 
grouping.  

INTRODUCTION

The Bay of Bengal region continues to rise as 
an economic and strategic hub. Parallel to such 
growth is an increase in the attention being 
given to the role of a subregional grouping 
such as the Bay of Bengal Initiative for Multi-
Sectorial  and Technical Cooperation 
(BIMSTEC) in promoting development and 

stability in the region. BIMSTEC was formed 
2in 1997,  and its member-states are at varied 

stages of development. Four of the seven 
countries are LDCs (least developing 
countries)—Bangladesh, Bhutan, Myanmar 
and Nepal—while the rest are not (India, 
Thailand and Sri Lanka). Overall, 2016 
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statistics from the International Monetary 
Fund (IMF) estimated that BIMSTEC is likely 
to grow by 6.9 percent (with even some of the 
smaller BIMSTEC countries such as Myanmar, 
expanding more rapidly at 8.1 percent), while 
the world economy keeps a sluggish pace of 3.1 

3percent.   It is also worth noting that in 2016, 
BIMSTEC recorded a Gross Domestic Product 
(GDP) of US$3 trillion or four percent of global 

4GDP.

The region is home to more than 1.5 billion 
people, or one-fifth of the world’s population. 
It also has another unique characteristic of 
geographic contiguity between the states. As 
the South Asian Association for Regional 
Cooperation (SAARC) continues to be marred 
by internal divisions—predominant of which 
is India-Pakistan tensions—BIMSTEC could 

5be an effective subregional institution.

Twenty years since its inception, BIMSTEC 
is showing vigour in seeking a new regionalism 
through greater integration and exposure to 
financial investments for the region. This 
enthusiasm can be seen through initiatives 
such as the BRICS-BIMSTEC Outreach 

6Summit held in October 2016.  Hosted in 
India, it was the first joint summit 
engagement of the organisation. It reiterated 
the challenges that continue to hamper 
BIMSTEC’s pursuit of inter-regional growth 
and development. 

For one, BIMSTEC currently lacks a 
partner that is not only economically and 
technologically advanced, but is also a key 
capital exporter and can provide significant 

7amounts of official development assistance.  
Further, in the crucial fields of energy and 
transport infrastructure, BIMSTEC could use 

a catalyst to boost the implementation of 
projects and raise their quality. Finally, as most 
recently pointed out by officials of Nepal that 
is the current BIMSTEC chair, the pace of 
cooperation among member countries is far 
from satisfactory and a clarity on the 

8grouping’s vision is still missing.

The first section of this brief argues that 
given Japan’s long-standing relationship with 
BIMSTEC members, increased Japan– 
BIMSTEC cooperation is mutually beneficial if 
both can broaden and deepen engagements in 
various areas. This essay pivots on Japan’s 
strong relationship with India; and India’s key 
role in BIMSTEC — owing not only to its 

9geographical location but also its capabilities.  
It focuses on three BIMSTEC priority sectors: 
trade and investment; transportation and 
infrastructure; and energy. It makes the case 
for Japan to join BIMSTEC, initially as an 
“observer state”, progressing to a “dialogue 
partner”, and aiming to eventually become a 
key member of the grouping. 

Extant literature points to the period between 
2006 and 2008 as one where dialogue, studies 
and research on the scope of deepening 
Japan–BIMSTEC cooperation were strongly 

10pursued.  Since then, however, there has been 
sparse scholarly attention to the potential of 
Japan-BIMSTEC cooperation. Drawing from 
this literature, the arguments for win-win 
cooperation between Japan and BIMSTEC are 
many. 

For both entities, the benefits range from 
infrastructure and connectivity projects, 

WHY JAPAN - BIMSTEC COOPERATION 
CAN BE MUTUALLY BENEFICIAL
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energy security, science and technology, 
disaster management, maritime security, and 
tourism and risk management. Further, and 
importantly, a Free Trade Agreement (FTA) 
between BIMSTEC and Japan would be 

11another mutually beneficial area for both.

For Japan, the biggest benefits will be the 
widening of its economic space, and greater 
leverage in the subcontinent. To begin with, 
Japan already has good relations with 
BIMSTEC countries and has been an important 
partner in the region in various respects as a 
trading partner, investor, and donor. Finally, 
demographic complementarities between 
BIMSTEC and Japan would also be 

12important.  After all, Japan’s shrinking 
13population and increasing labour deficit  can 

be complemented by BIMSTEC’s vast and 
14young labor force —six out of 10 in the 

15BIMSTEC region are aged 18–55 years.

That said, some BIMSTEC states have 
reservations about granting Japan “observer 
status”. These doubts can be attributed to the 
great-power rivalry playing out in the Bay of 
Bengal. Strategic manoeuvring by big powers 
such as China, Japan, the US, and India, is 
getting manifested in an increasingly large 
number of projects in BIMSTEC countries in 
the areas of energy, infrastructure and 
connectivity. These are giving rise to 
apprehensions, especially amongst the 
smaller BIMSTEC states, of becoming overly 
dependent on one or the other major power. In 
turn, being too closely associated with one 
power may limit their ability to garner benefits 
from the others.

As a result, many of these states are 
adopting hedging strategies to minimise risks 

3

and maximise options. With regards to 
bandwagoning, while it may be difficult to 
pinpoint a BIMSTEC country that adopts this 
strategy, Sri Lanka comes the closest. Still, 
studies have shown that bandwagoning 
alliance theories themselves do not adequately 
describe Sri Lanka’s policy with regional 

16 powers, and it is plausible that both 
bandwagoning and balancing policies have 
helped Sri Lanka derive specific advantages 

17and protect its national interests.  Either way, 
the smaller BIMSTEC states remain hesitant. 

There is hardly any doubt that benefits can 
accrue from increased cooperation between 
BIMSTEC states and Japan. However, the 
earlier section of this brief has also raised a 
number of pertinent questions about the 
potential implications of Japan’s entry into 
BIMSTEC. This section examines these 
implications on India, the smaller BIMSTEC 
states, and the wider region.

Implications for India

BIMSTEC is a key tool in India’s ‘Act East’ 
policy, and the country can gain benefits    
from Japan’s entry into the grouping. The 
India-Japan partnership in BIMSTEC carries 
with it not only the economic potential to 
provide other group members with sustained 
e c o n o m i c  o p p o r t u n i t i e s  a n d  r i s k  
diversification, but also strategic benefits, 
especially when dealing with China. Further, 
the absence of Pakistan enhances India’s 
ability to lead, build trust, and enable 
BIMSTEC to achieve its goal of subregional 
integration. 

JAPAN’S ENTRY INTO BIMSTEC: 
IMPLICATIONS
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China is working to enlarge its footprint in 
the Bay of Bengal, pumping in billions of 
dollars to a large number of infrastructure 
projects in the region. Many of these projects 
have often been criticised for their lack of 
transparency, and the fact that these Chinese 
investments serve as a “debt trap” to the 

18supposed beneficiaries.  As India, on its own, 
does not have enough economic or 
technological bandwidth to compete with the 
fast-paced Chinese investments and projects, 
partnering and cooperating with Japan within 
BIMSTEC projects, would enable India to give 
its members an alternative to China’s Belt and 

19 Road Initiative (BRI) within the region.
Japan, a long-time ODA donor to the region, 
enjoys a reputation amongst recipient 
countries for its transparent initiatives and 
low-interest loans. Through the Japan 
International Cooperation Agency (JICA) and 
the Asian Development Bank (ADB), Japan 
has been investing in a large number of 
important projects in the Bay of Bengal.

Further, increasing Japan-BIMSTEC 
cooperation also enables India to counter-
balance China, whose dramatic rise to power 
has raised security concerns for India in the 
region, along with its increased defense 
spending and growing bonhomie with 
Pakistan. The 2017 Doklam border dispute 
with China also deepened existing tensions 
between India and China, and such incidents 
can have a serious destabilising effect on the 
region as a whole. Acknowledging this, Japan 
came out in support of both Bhutan and India, 
issuing key statements condemning any 
“unilateral attempts to change the status quo 

20by force”.  Thus, engaging a like-minded 
democracy, and drawing from its expertise will 
help BIMSTEC achieve its goals. 

4

Implications for the smaller BIMSTEC 

nations

Smaller BIMSTEC states are anxious regarding 
which strategy to adopt to garner the 
maximum benefits from great-power 
investments in the Bay of Bengal region. While 
there is merit to these apprehensions, drawing 
Japan into the grouping will not likely result in 
these smaller states having to choose one great 
power over another. 

Indeed, bringing Japan into BIMSTEC 
progressively and steadily, and by focusing on 
the three key areas of cooperation identified in 
this brief gives these great powers in the Bay of 
Bengal the space to continue to manoeuvre 
competitively. At the same time, Japan’s entry 
enables BIMSTEC states to bring to the table a 
country that can positively contribute to 
increased research, discussion, and projects in 
the region. After all, these three sectors— 
trade and investment; infrastructure and 
connectivity; and energy— are not zero-sum 
games but positive-sum games. Further, such 
competition will allow for BIMSTEC states to 
focus on their goals of “shared and accelerated 

21growth through mutual cooperation”  while 
also ensuring that China does not dominate 
the region. 

Implications for the wider region

SAARC has been hobbled by internal divisions, 
and BIMSTEC is seen as the obvious choice for 
strengthening integration between South Asia 

22and Southeast Asia.  However, this also opens 
up room for other questions: Is it the right  
time to discuss BIMSTEC’s expansion for 
membership or observers? If so, should 
membership be extended to other key states 
such as Vietnam, Indonesia or Singapore? 
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5

Along these lines, while the entry of other 
ASEAN states can be considered eventually, 
these other potential bids for membership 
should be stalled for the next few years in 
order to concentrate on consolidation. These 
new entrants must wait until some gains from 

23integration become more visible.

Japan, on the other hand, must be viewed 
differently, as its entry into BIMSTEC carries 
potential gains for all stakeholders. It is an apt 
time to bring in a country such as Japan into 
BIMSTEC—first as an “observer state” for the 
next couple of years. BIMSTEC could then 
work towards transitioning Japan into a 
“dialogue partner”, and then finally, a 
permanent member. These rational, first 
steps, also help narrow the possibility of 
provoking China, which is another great 
power that is competitively investing in the 
region.  

Japan was instrumental in pushing for 
India’s entry into the East Asia Summit (EAS); 
India can reciprocate by initiating Japan’s 
entry into BIMSTEC. It was in 2005 that 
Japan’s participation in SAARC as an observer 
was formally approved. Thirteen years since, 
this may be Japan’s starting point into 
BIMSTEC as well.

BIMSTEC has 14 identified priority sectors of 
engagement. While Japan’s cooperation can 
result in benefits in most, if not all sectors, this 
section makes the case for three: trade and 
investment; infrastructure and connectivity; 
and energy. 

JAPAN – BIMSTEC ENGAGEMENT:         
THREE PRIORITY AREAS

ORF ISSUE BRIEF No. 236  l  APRIL 2018

Trade and Investment

South Asia’s cross-border supply chains remain 
underdeveloped and stand to gain from 
linkages with already established supply chains 

24in Southeast Asia  and East Asia. Thus, trade is 
a top priority for BIMSTEC countries. Though 
trade accounts for over 60 percent of the 
grouping’s combined GDP, member countries 
constitute only 3.8 percent of world trade in 
2016. While tariffs are no longer the major 
barrier to intra-regional trade, cost and time to 
trade remain relatively high. At the same time, 
BIMSTEC countries face a huge trade burden 
due to a wide variety of non-tariff measures 

25 (NTMs). Intra-regional investments too have 
been small despite the potential for market and 

26 efficiency seeking investments in the region.
Currently, intra-BIMSTEC trade makes up less 
than five percent of trade among the countries 
in the region, with exports comprising 
approximately four percent and imports 

27constituting three percent.

A number of comprehensive studies— 
such as those done by the Centre for Studies in 
International Relations and Development 
(CSIRD), Asia Forum Japan (AFJ) and 

28Sasakawa Peace Foundation (SPF) —indicate 
that Japan can be considered a valuable 
partner for BIMSTEC given its potential to 
contribute to sustainable economic growth 
and cooperation, as well as poverty reduction 
goals in the region. Further, Foreign Direct 
Investments (FDI) by Japan can also foster 
greater integration in the grouping. Japan too 
will gain from partnering with the BIMSTEC 
states by diversifying its economic partners 
and securing access to the huge markets of 
South Asia and South East Asia. Japanese 
businesses are also upbeat regarding the 
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prospects of investing in some BIMSTEC 
countries such as Bangladesh, as its 

29production costs are half of those in Japan.

Studies on Japan–BIMSTEC relations 
show conclusive data on the economic benefits 
of cooperation. An empirical quantitative 
study by Bhattacharya and Bhattacharya, 
using a Gravity Model, conducts an 
examination of whether BIMSTEC-Japan 
economic  cooperat ion wi l l  increase  
intraregional trade. While acknowledging 
some obstacles, the study concludes that 
Japan-BIMSTEC cooperation will increase 

30intraregional trade.

Further, regarding a Japan-BIMSTEC FTA, 
another study used Computable General 
Equilibrium (CGE) models and found that an 
FTA between Japan and BIMSTEC would have 
an impact, albeit a modest one; Thailand was 

31 projected as the primary beneficiary.
Developing BIMSTEC partners would also gain 
from market access, which as of now is often 
constrained by trade and non-trade 
distortions. Importantly, a BIMSTEC-Japan 
FTA would also make a positive impact on the 
reduction of poverty: in the case of a Japan-
BIMSTEC agreement, a modest estimate 
showed that about one million people in the 

32 region could be lifted from extreme poverty.
Finally, another study has suggested that if the 
BIMSTEC FTA is extended to include Japan, 
significant gains were likely for both the 
BIMSTEC region as a whole and for Japan as 

33well. 

A caveat is in order. First, two of the above 
studies have highlighted that although trade 
will increase, the growth will be uneven across 
the BIMSTEC countries; in fact, there will be 
potential losses on trade for some. Results of 

this would generally depend upon the exact 
form of the liberalisation, including the timing 
of reforms, the use of sensitive product 
categories, and special treatment for countries 

34categorised as Least Developed Countries.

Yet these potential losses in trade for some 
countries, could be compensated by gains in 
other areas—including stepped up resource 
transfer, foreign direct investment flows, 
technology transfer, and market access to 

35services.  Further, as most of the BIMSTEC 
member countries have benefited from 

36Japanese ODA and FDI flows in the past,  it is 
possible that additional assistance to poorer 
countries can compensate for the asymmetries 
arising from trade liberalisation—this can be 

37provided for by Japan.

Second, given the many issues that have 
hampered the South Asian Free Trade 
Agreement (SAFTA) since 2016, it is 
imperative that BIMSTEC states conclude their 
FTA negotiations, which were initiated as early 

38as in 2004,  before BIMSTEC pushes for 
another agreement with a non-member such 
as Japan. 

Closer economic engagement between 
BIMSTEC and Japan should be a more natural 
phenomenon. However, such deepening of 
economic links requires a fuller evolution and 
maturing of BIMSTEC with a distinct regional 
economic identity. This makes it important to 
build awareness within the BIMSTEC 
countries about the gains that can be realised 
by a fusion of individual initiatives into a 

39regional effort.  Granting Japan “observer” 
status, as well as increased cooperation with 
Japan, may ease the ability to do this, while 
pushing growth and progress for BIMSTEC 
states and Japan as well. 

BIMSTEC and Japan: Exploring Prospects for Renewed Cooperation
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Infrastructure and Connectivity

Transport and Communication was one of    
the first six priority sectors identified by 
BIMSTEC when it was established in 1997, and 

40it is led by India.  Connectivity is key to the 
success of any regional integration scheme   
and BIMSTEC most urgently needs to makes 

41efforts to address this and several agreements.  
Despite some progress, there is still a long way 
to go in establishing satisfactory intraregional 
transport connectivity. The BIMSTEC 
Transport Infrastructure and Logistics Study 
(BTILS), conducted in the mid-2000s and 
funded by the ADB, identified 166 projects to 
boost connectivity, of which 65 were to be 

42prioritised.

Table 1. BIMSTEC Priority Projects                              
43[ 2014-2020] 

Country Projects 

Bangladesh 16 
Bhutan 4 
India 17 
Myanmar 9 
Nepal 6 
Sri Lanka 5 
Thailand 8

So far, only a few of these projects have 
been implemented. BIMSTEC has only three 

major connectivity projects that, when 
finished, can ease the movement of goods and 
vehicles through the countries in the 
grouping. The first is the Kaladan Multimodal 
project that seeks to link India and Myanmar. 
The second is the Trilateral Highway, 
connecting India and Thailand through 
Myanmar, which after a number of delays is 

44now set to be operational by December 2019.  
Third, there is the Bangladesh, Bhutan, India 
and Nepal (BBIN) Motor Vehicles Agreement 
(MVA) that was signed last year but is still 
awaiting the clearance of some of the 
members. 

Another issue is that road transport, which 
accounts for at least 65–70 percent of the 
freight movement in South Asia, dominates 

45 the overall regional transport system. While 
this system of transportation is obviously 
important, it should be noted that South Asia 
also has one of the largest railway networks in 
the world—with systems in India, Bangladesh, 
and Sri Lanka—which have been losing their 
market share to road transport. As can be seen 
in Table 2, in some BIMSTEC states, the 
difference in rail and road projects is still large. 
However, one way that this trend could be 
reversed is by huge investments in railway 
development plans, not only in India and 
Bangladesh, but also between Thailand and 

46Myanmar.

Countries Road Road Rail Rail Port Energy Total
Projects Projects Projects Projects Projects Projects

(km) ($ million) ($ million) ($ million) ($ million) ($ million) ($ million)

South Asia 2,271 12,634 772 3,700 5,318 5,000 26,652

Bangladesh 648 11,064 261 1,604 1,100 500 14,268

India 1,623 1,570 511 2,096 2,210 4,500 10,376

Sri Lanka 0 0 0 0 2,208 0 2,208

Table 2. 

47Source: ADB Study 2015
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Further, besides intraregional cross-border 
connectivity, it is crucial that BIMSTEC 
countries simultaneously develop their own 
internal infrastructure – feeder road 
connectivity, which would form a major part of 
the supply chain –to fully benefit from the 

48fruits of trade liberalisation.

With regards to these challenges, Japanese 
ODA can play a significant role. Indeed, 
financing by the Japanese government for 
some of the big gest infrastructural  
development projects in this region already 
come from ADB and JICA, with private 
funding also now being supported by the 
Japan Bank for International Cooperation 
(JBIC), Japan Overseas Infrastructure 
Investment Corporation for Transport & 
Urban Development (JOIN), and Nippon 

49Export and Investment Insurance (NEXI).

The entry of Japan would also boost 
competition in the region and act as a catalyst 
for upgrading quality and standards of 
production and service supply in the region. 
Moreover, Japan—with its high standards in 
governance—can help mitigate the problems 
that are usually associated with large-scale 
infrastructure projects, including corruption, 

50environmental damage, and cronyism.

Energy

Despite a compelling techno-economic 
rationale for BIMSTEC nations, regional 
cooperation in the field of energy has not 

51moved beyond the drawing board.  The 
energy situation in BIMSTEC is characterised 
by low per-capita consumption and fast-
growing demand, limited supply of non-
renewable energy, and heavy reliance by a large 

part of the population in most member 
countries on traditional energy. As a result, 
BIMSTEC countries are largely dependent on 
imports of non-renewable energy, particularly 
oil. However, some countries in BIMSTEC 
have considerable reserves of hydrocarbon 

52including natural gas, coal and oil.  As the 
demand for energy in the BIMSTEC region is 
increasing at an exponential rate, all member 
countries, with the exception of Bhutan and 
Myanmar, are still heavily energy-deficient.

A large section of the literature on why 
regional energy cooperation remains elusive 
in Asia—invariably originating from 
international funding agencies—highlights 
the lack of investment in hard infrastructure 
such as transborder electricity transmission 
lines and natural gas pipelines. They also point 
to the lack of soft infrastructure such as 
common governance and operational 
guidelines as a reason for the slow progress in 
regional energy cooperation. Various scholars 
have also highlighted the lack of mutual trust, 
and political will, as impediments to stronger 

53cooperation in the area of energy.

Japan’s know-how in the area of renewable 
energy, apart from its technical and 
investment assistance, would benefit the 

54BIMSTEC countries.

 Japan is already investing in a number of 
energy projects in some BIMSTEC states, and 
it can complement these projects. Finally, the 
BIMSTEC region has vast amounts of 
untapped natural and water resources—such 
as the hydropower potential in the Himalayan 
basin. Partnering with Japan to tap these 
resources can be extremely beneficial. 

BIMSTEC and Japan: Exploring Prospects for Renewed Cooperation
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CONCLUSION

Twenty years since its inception, BIMSTEC 
still faces a number of challenges despite a 
renewed vigour for new regionalism. While 
many of these issues require deeper 
integration amongst BIMSTEC members 
themselves, there are a number of external 
interactions that could enable BIMSTEC to 
overcome them. One, for example, is 
continued dialogues such as the BRICS-
BIMSTEC Outreach Summit in 2016. 

Another strategy is to bring to the table a 
trustworthy partner, such as Japan, that 
would create opportunities and provide 
technical and logistical support and low-cost 
loans. Pivoting on Japan’s strong ties with a 
leading BIMSTEC country, India, this brief 
made the case for Japan’s entry into 
BIMSTEC, initially as an “observer” state, 
progressing into a “dialogue partner” and then 
finally a full member. 

This brief demonstrated that this was a 
realistic and rational step, as not only Japan, 
India, or the smaller BIMSTEC states are set to 

gain, but the entire region as well. Further, due 
to the steady, progressive nature in 
implementing this move, it will encourage 
healthy competition amongst the great powers 
present in the Bay of Bengal—as such, the 
smaller BIMSTEC states will not have to 
choose between loyalty to one over another. 
Finally, and most importantly, granting Japan 
“observer” status first, and then progressing 
slowly to full membership, while initially 
focusing on the three key priority sectors, also 
provides ample competitive space and time 
such that China—who is engaged in a large 
number of projects in the region—is not 
provoked or threatened. 

The initial focus of any Japan-BIMSTEC 
cooperation should be on three key areas that 
do not play out as zero-sum games: trade and 
investment, infrastructure and connectivity, 
and energy cooperation. With this as a starting 
point, BIMSTEC-Japan cooperation has huge 
potential to create gains in other key areas 
such as education, research and development, 
quality infrastructure, disaster management, 
and maritime security. These opportunities 
should be explored. 
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