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Break deadlock

Centre and judiciary must find common ground on appointment of judges

The NDA government returning 43 out of 77 names of high court judge candidates for reconsideration to the
collegium has again exposed the level of distrust between executive and judiciary over appointment of judges.
This is the highest number of candidates sent back by the Centre in recent times, highlighting the ongoing
conflict between two of the republic’s primary pillars. It will only worsen the condition of the heavily strained
judicial system plagued by acute pendency of cases.

The heart of the problem lies in the primacy of judiciary in appointing judges on the recommendations sent by
a collegium of judges headed by the Chief Justice of India, TS Thakur. The Supreme Court had struck down the
setting up of a National Judicial Appointments Commission (NJAC) last year but agreed to let the Centre
prepare a Memorandum of Procedure (MoP) in consultation with the CJI for appointment of judges. The NJAC
would comprise judges and non-judges to prevent power lying exclusively with any particular class. The
government wants more say in appointments but the judiciary is pushing back. This has led to the MoP seeing
contrary opinions from both sides. It is yet to get a final nod from the collegium despite the Centre submitting
the draft MoP on August 7.

Earlier this year Justice Thakur lamented that a backlog of three crore cases cannot be handled by only 18,000
judges in the country. High courts are functioning with over 40% vacancies and pendency of cases is rising by
the day. To fill the backlog judiciary needs to have faith in the executive and usher transparency in
appointment of judges, as in other democracies across the world. An independent judiciary is as important as
the need for transparency in judicial appointments.

Date: 15-11-16
Differences that unite

Why tiny Israel can be a natural partner to vast and populous India

Twenty-five years is a very short period of time, especially in the histories of our two great peoples: two ancient
civilisations, nations which achieved their modern liberation now nearly 70 years ago.

But in the quarter of a century of our diplomatic relations — to be marked next year — Israel and India have
reached new heights and achieved new goals which we are right to celebrate. Today, we are working together in
the fields of water conservation, irrigation, innovation and more. We are working to provide the next
generations with food security. We are educating Israelis and Indians side by side in our academic institutions.
In the fields and in the classroom, we are very literally sowing the seeds for the future.Moreover, we have both
achieved all this in often turbulent regions, and against a backdrop of security threats and challenges.
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Many around the world will look at Israel and India, and rather than seeing natural partners they look at the
vast differences between our two countries in size; geographic and population. They see that Israel’s population
is less than 1% of India’s. They see that India is nearly 500 times bigger than Israel on the map. They consider
the gulf in variations between our climates and natural resources. They watch our significantly different market
sizes and manufacturing capabilities. And they quite understandably ask themselves what our two economies
could possibly have in common. They ask what possible motivation could there be for such high levels of
cooperation between Israel and India.In reality however, these are not differences that divide, they are
contrasts that provide synergies. Israel and India are in fact very natural partners in the areas of agriculture,
water, and crucially — education. A closer look at two crucial elements within our societies, I believe, brings this
into sharp focus.

The first is the centrality of the values of democracy and freedom which we share, and upon which our two
countries are rooted. The second is the importance we place on education, and crucially academic collaboration
as an engine for growth and development.Firstly, democracy is not just a system of governance. Democracy —
supported by its crucial tenet of freedom of expression — ensures that everyone has a voice. In Israel this has
provided fertile ground for innovative thinking and moreover the ability to turn these ideas into reality. Israeli
society and democracy says: if you have an idea, try it out. And crucially, if your last idea failed, try another
one.

For Israel it was in fact our lack of natural resources that spawned our innovation and technology sector —
giving birth to solutions and ideas addressing everything from technologies and techniques to turn the swamps
into cities and cause the deserts to bloom, to communications, cybersecurity, and treatments for diseases.
These are just some of the technologies on which Israelis and Indians are cooperating today. Indeed, on my
visit I will be accompanied by a delegation of business, industry and defence leaders looking to explore how we
can expand cooperation in these fields and more.

Similarly, in relation to the second key element — our focus on academia and education — I will also be
accompanied by a delegation of presidents and representatives of the top Israeli academic institutions. Our
universities and colleges are the building blocks of the start-up ecosystem, and the meeting point between
research and innovation and the business sectors. I am delighted to say that Israel is opening the doors of its
academic institutions to promote joint research with our Indian counterparts.Already more than 10% of foreign
exchange students in Israel are from India, and the cooperation does not begin and end in the classroom.
Students are returning to India and continuing to build these relationships, and going on to share their skills
and understanding to help advance the Indian economy.

This is not the only way that Israel is proud to share its knowledge and experience with India. The Indo-Israeli
Agricultural Project which is led by the Indian government in partnership with MASHAV (Israel’s international
development and cooperation agency) is active in nine states across India, and has 15 fully operational Centers
of Excellence with more being planned.This kind of government backed cooperation is the final piece of the
puzzle in strengthening our ties and all time high levels of cooperation. For Israelis too, Prime Minister
Narendra Modi’s ‘Make in India’ initiative provides welcome incentive and encouragement for Israeli
businesses looking to scale up their operations into a market with perhaps unparalleled production and
consumption capabilities.

Moreover, the Four-Colour Revolution focussing efforts on solar power, dairy production, water conservation
and agriculture, has provided welcome direction for many Israelis who have developed significant expertise in
these areas, and are committed to partnership with their Indian counterparts.As I noted, all this has been
achieved in less than 25 years. Just imagine what we can achieve in the next 25, or even 50 years. I am deeply
honoured by the opportunity to visit India, as we were honoured to host President Pranab Mukherjee last year.
We have challenges and we have opportunities, and we must face them together in our words and deeds, as
strong and thriving democracies and economies. This is not an opportunity either of us can afford to miss.
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The Econoviic ' TivEes

Date: 15-11-16

Welcome move to end benami property; time to
implement amended 1988 Act

The government will crack down on benami properties, says
Prime Minister Narendra Modi. That’s the right thing to do to
fight black money. But the government must ensure that the
crackdown does not lead to undue harassment by officers
empowered under the law to unearth and confiscate benami
properties. Benami properties are registered in the name of third
parties, fictitious or otherwise, by the owner who remains
anonymous, making these properties obvious instruments to
generate and hide wealth. Rightly, now that an amended law
known as the Benami Transactions (Prohibition) Amendment
Act is in force, the government wants to act to step up its
campaign against black money.

However, glitches must be removed. The law says whenever a benami property is confiscated, all the rights and
titles will vest with the Centre. Safeguards must make sure that this expropriatory power is used with extreme
care. The law only exempts benamidaars such as a member of a Hindu Undivided Family or a trustee, and that
too only if the property is funded from known sources of income. Adjudicating authorities and an appellate
tribunal will deal with benami transactions. Every suit or proceeding with respect to a benami transaction
pending in any court — other than a high court — or tribunal or before any forum will be transferred to the
adjudicating authority or the appellate tribunal. An efficient functioning of the judicial system is a must to
lower disputes and cut needless delays in confiscation of benami properties.Real estate is a sink for black
money, facilitated by unclear titles. This must change. The government must also ensure guaranteed ownership
to property holders. The way ahead is for India to adopt the Torrens system wherein land ownership is directly
registered by the state. Clear government-guaranteed titles will curb fraudulent realty deals. We also need
institutional reform to reduce the artificial scarcity of urban land and stop off-thebook funding of political
parties. Benami property deals will cease when every penny is accounted for.

i El iﬁl I El égé Date: 15-11-16

CATIEEe AAT T TR | T ZRIT hTel G T Gl

HIET AT ZIT 8 AFaY &l 500 37 1,000 FI F o AT AIE 97 FIA 6 FHA %I FHA g9 I¢ TF 98 Tg¥ F arC 9T
ST AT ST T2T 81 THE 39 ATl % €9 H AT THI I STHT FTof 9 F 9 (2660 9T F7E g1 TR FT SATA 8
T AR & B H THLEA 17 ATE FUE 9l {7 0T 75 # 21 3T TH{AE ALATEAT HT AR TRT & G0l A
ITATE (ST F 20 FIHET & a6 § Al 3.4 ATE FUE 9 AT FHIAT g9 37 A1l % ®F H g AT & 39 9L T g 6
1T T A | o ThaT GITHH & Fag 1197 (SAETT 3 2 Frerdt & srfer) 72 oft it o7 gt & i TR gehasarsit F a=+




&

ME ) www.dfeias.com | 4
IMPORTANT NEWSCLIPPINGS (15-Nov-16)

o ToTT SHHT GATHT FA & ST FM 1o ALRTE 7 &l He I+ Tgol [9qay, 2016 TF AT THTUT ATHEAT T UATT Fed H TH
FFET (AT o7 AT 3T ATASE 37 AN A VAT Al HAT| ETATT T AN o6 SHAGIE TT (9T FIT ATohed TLHTL T HT
TISTET ST AT STTAEEAT & ST IY THHT THATT TEL TSI, T T A Tgd SATET Agl g

UH § AT F 6 A F AT Tl AT AHeA ThAT ST ATRU| THF I &1 T2 31 TgaAT a7 8l T = raf &
ST AT FTA F TR Al o 70 FTel & F Gored I o0 77 70| 287 Faer S F a1 ST0st, S Srefud araaer
F® T H FOT| AT 9 % GoId I T aF (G0 Tl RN 9 T o6 G e veee o7 gt & &9 | 396! T
ST &l HT IS TST FEH A5l ISTAT| ATT ST TATIREH HAT AT TAFSIAER FAT T 5 FHe a7 AN o6 for et aeg &7
TATH TTCATET ol gl THH Fs ITT F(S2 HTe F TR FLF qTel ATgh! T SH 3T AT JAT T T8 Frod F Fg) Afarh
TTF FATAT T2 Tl B

ST ALHTT TATIRew HAT AT TAFSI A AToIe SETHTA FLed ATAT 3 110 Fg AT <ol g T A Tgad¥ g Tl AT T8 Tl
¢ o =9 @er i griee e & fore o avg & =9 et &1 9 3T 197 €, 39 9T 989 21 aehdl g1 [T ¥ 91 97 zE
TLRTL T FT THATT 1T L ATAST R ST AT SR EHE FaTsi * fory e & Fe mg {2 o a9 g 98 [ a2
ATET H ST ¥ TSI &F SATA? SHH Shi ST STHAN % qATgL AT AT FAT 6 AT gU AT T2 3T 2 AT §
T U GET AT it AT & =1 ST Fha’ 97| B FET, =20 | FH F7 ATAT HE, Teo( (ahaT T qTF TS Feed
ATAT T IAAT TLLATAAT Al AAAT T2t o fohetge o FT-91 81 78 B

THTS o AT ®T F GIF Jah 6 919 6 A7 a0 Fed g1 7909 Fiee FE 3T TAFCI=F ATl o AT o a1
qTeTToTsh ST&Tdl hl I & T gl 5T T 7 TH FHFel 7 S0 § AT § Tgof Sl 3T STHEL il STqATd TaErst 9%
o= A2T T T o =8 9 =9 a9 | 3ee fohat qishet srusf|

Tg off 92T & T St e\ & FTT 69 T aTer UH AR 60 HihT (et S[TaT, S 9T START ardeht wfafatest # for
FA B AT T Aae & e & o $@ o7 a8 91T ST 96 o, S| 92 989 gr gadl g1 AT a8 99 g 6 e r
THIAHTAT T FIE SATITRAT S TG T F AR o6 Ueh 92 a3 F1 UHT GLLTHT A2l It U H TH FA19% % Learar a7
ITT Tl &7 I SAF9T M AT {ZW T AT T g1 AT

T T AR F2F F 6 T ST 1 THE T AT Aterfaam £ o 26(2) F Tgd ATag==r F STRT =7 A1t A7
FTT FT AT a9 1978 H FIRTTS TS TLEHTL 7 1,000 F HATAT 5,000 3f¥ 10,000 FIF F TS §& Fidd o (o7 AT
T T ToMAT 97| T STLATILT ATH 1978 H FIYA a TAT| THeh &l I9% A& [QHa, 1998 H 1,000 FIT T AT AlE L&
FTA % A | AT Freq At i wgt w7 a2, Sk e 3y gew 49 e (qE) atatiad, 1978 H Hege FAT
TETI TETE TLHTT F 39 T2 AT Al 98 FIA 6 (o0 ALATATS AT F LT T START 7 Al (64T, THRT qo7g T
el g HAAT: ST TLHTL 7 FET T T TAAT T=T FHAT F2A T Tgl FIA | TaATd il ST&<d g, Forasr ag gAted ar
SO 8 srarer ATt 1 6 & o9 § A1 o forT S99 Y ST ST 21 S0 F11h A | ST it STevd gl a9 1998
H off THEH TET I THH IAC TGl AL o AN ATAHIT FT fGheq AT, e T8q $6id 9% & dxid a1 %
AT & A& AL Thel q&T &l AT AU FIA FT FHAT FL Tl gl 8 TFAL HI ST gall, SAHAT TH Tgl § 1




&

ME ~ www.dfeias.com | 5
IMPORTANT NEWSCLIPPINGS (15-Nov-16)

T TahoT et ST STTEg=eT o ST S g1 9dT g 3T 39 (o0 FIA § a1 %l aeqHhal dal g oHTl % 1978 |
TS AT 31T 1998 | e 7 o)

¢ .
. The Indian EXPRESS

§) JOURNALISM OF COURAGE Date: 14-11-16

A Big Deal

Nuclear pact signed with Japan signals a wider acceptance of India as a
responsible nuclear power.

With the signing of the civil nuclear deal with his Japanese counterpart, Shinzo Abe, Prime Minister Narendra
Modi completed one of his most successful foreign visits. The deal had been proposed six years ago and till very
recently, it seemed that the process would not be concluded. The two prime ministers had signed a
memorandum of understanding last December but the thorny issues of Japanese companies’ liability for
nuclear accidents, the reprocessing of spent nuclear fuel, and the consequences of any future testing of nuclear
weapons by India, remained on the table. The last stage of negotiations on the deal was keenly watched due to a
“nullification clause”, which sought automatic cancellation of the agreement if India resorts to nuclear testing
in the future. It was resolved by annexing a separate memorandum to the treaty which specifies that Japan can
suspend cooperation if India breaches its no-testing pledge to the NSG. New Delhi conceded to Tokyo on
another clause which says that Japan can notify India of the termination of the pact with one year’s notice.

Japan has civil nuclear treaties with 13 countries, including the US, France and Russia, but this is the first with
a nation that is not part of the Nuclear Nonproliferation Treaty (NPT). There were huge concerns in Japan over
signing such a deal with a non-NPT member. But Tokyo said India’s pledge to the Nuclear Suppliers Group
(NSG) in 2008 to maintain a voluntary moratorium on nuclear weapons testing provides legitimacy for the
pact. After signing the civil nuclear deal with the US in 2008, the NSG had accepted India’s pledge and lifted
the embargo stretching back three decades on civil nuclear trade with New Delhi. Reiterating that status, this
deal will help guarantee Japan’s continued support to India’s civil nuclear programme for generation of clean
and cheap power. Apart from the Russian reactors, India’s planned nuclear reactors with France and US also
depend on Japanese parts. Moreover, GE, Westinghouse, and Areva, the companies planning reactors in India,
have important ownership stakes of Japanese companies such as Hitachi, Toshiba and Mitsubishi, which were
stopped by the Japanese government from doing business with India without a final nuclear deal.

Japan now follows eight other nations, including the US, France and Russia, in entering into a pact with India.
It signals a wider acceptance of India’s status as a responsible actor. It thus becomes critical that senior cabinet
ministers do not make statements, such as the one made last week by Defence Minister Manohar Parrikaron
“no first use”. India’s global standing as a sober nuclear power is a hard fought one and this deal with Japan, as
Prime Minister Modi rightly noted, is a ‘historic step’.
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Date: 14-11-16
SC vs Katju

For the highest court in the country to show itself less forgiving is a let-
down.

On Friday, when a three-judge Supreme Court bench initiated contempt proceedings against former judge
Markandey Katju in court room number 6, even calling for Katju’s eviction from the room where he once
passed orders, it marked a deeply troubling moment. In blog posts, Katju had criticised the apex court’s
September 15 judgement in Kerala’s Soumya rape-murder case. The bench had exonerated the convict,
Govindachamy, of the murder charge but sentenced him to life imprisonment for rape — in his blogs, Katju had
questioned the wisdom of the judgement, its reliance on “hearsay evidence” in particular, and asserted that the
convict was to be held culpable of the murder charge as well as rape. Katju went further. He also made personal
comments on the “intellectual level of Supreme Court judges”. While dismissing the review petitions seeking
reconsideration of its September 15 judgement, the court described Katju’s comments as an “assault on the
judges and not the judgement”, and issued the contempt notice. This is the first time contempt of court
proceedings have been initiated against a former SC judge. But the notice is troubling mainly because of what it
says not about Katju, but about what is one of India’s most trusted and respected institutions. On Friday, the
Supreme Court seemed far too easily “scandalised”. It appeared less capacious than we the people have come to
count on it to be. In fact, in a series of judgements and observations, the court has expanded the boundaries of
free speech and underlined that its shoulders are broad — and getting broader when it comes to criticism.

Certainly, Katju could have been more sober, less intemperate, in his criticism of the court. Restraint, it could
be said, has not been his strong suit in many of the public interventions he has made even earlier — he
memorably called “9o per cent” of Indians “fools” and last year, his comments describing Mahatma Gandhi as
a “British agent” and Subhas Chandra Bose as “an agent of Japanese fascism” provoked disapproving
resolutions by Parliament. Yet, for the court to invoke the Contempt of Court Act 1971 — which, despite
amendments, remains a colonial relic relying on antiquated notions of pomp and majesty — against an
individual’s criticism, does its own reputation harm. The contempt law sets out unclear boundaries. But a wise
and mature reading of the law would be mindful of the chilling effect its arbitrary use can have on free speech
and criticism of the judiciary in an open democracy.

That the court should show itself to be less forgiving is particularly disheartening in this moment. A growing
culture of intolerance of dissent against the majoritarian common sense is stoking anxieties and fears. Notions
of nationalism are being used to cramp and constrict the space for criticism. It is a time when the role of the
judiciary as the fair and independent guardian of fundamental freedoms and liberties is especially crucial. And
when the court and the executive are engaged in a consequential and bruising battle. For the highest court in

the land to lock horns with an individual is a let-down in a time like this.
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THE HINDU

Date: 14-11-16
Watering the green shoots

More than ever, non-economic factors will play a key role in determining
whether the investment sentiment is sustained or not. Policymakers need
to be conscious of this, and keep away from divisive and disruptive issues

We are now in the middle of the fiscal 2016-17. The main monsoon is also over.
This is an appropriate time to take a look at the economy and assess where we
are headed. Two important questions that spring up are: are there green
shoots which show a decisive revival of the economy, and have we laid the
foundation for a faster rate of growth of the economy in the medium term?

In analysing the trends in the economy, we continue to be plagued by
conflicting sets of data. National income data are available only for the first
quarter (April-June). These data show that GDP grew by 7.1 per cent and that
value added in manufacturing grew by 9.1 per cent. However, according to the
Index of Industrial Production (ITP) during this quarter, manufacturing fell by
0.6 per cent. The Central Statistics Office (CSO) now uses IIP data for
measuring only a small segment of manufacturing. It uses the corporate data
for estimating 75 per cent of the manufacturing sector. While one cannot fault
the CSO for the new methodology, it has to carefully cross check the data it
relies upon. Analysts need some amount of reassurance from the CSO. All the
same, an attempt can be made to find out whether the current year will be better than the last year by looking
at the performance of different segments.

Agricultural production

Looking at the problem from the supply side, the one segment that will do better is agriculture. This is based
purely on the better performance of the monsoon. In the short run, rainfall is an important factor influencing
agricultural production. The rainfall during the monsoon over the country as a whole was 97 per cent of the
long period average (LPA). This is somewhat lower than what was originally predicted. But this is distinctly
better than last year when the rainfall was only 86 per cent of LPA. The Southwest Monsoon rainfall in the
current year is 100 mm higher than last year, which is approximately 13 per cent higher than last year. Based
on a study of the impact of rainfall on agricultural production, this should lead to an increase in value added in
agricultural and allied activities by 2.7 per cent.
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Demand side perspective

From the demand side, there are four elements that we need to examine: private consumption expenditure,
government expenditure particularly on investment, private investment particularly corporate investment, and
external demand. As far as private consumption expenditure is concerned, a major factor contributing to a
push is the implementation of the recommendations of the Seventh Pay Commission. Government’s salary and
pension expenditures are expected to rise by 20 per cent. As those recommendations were made effective only
from August 2016, the impact on the production of consumption goods will be seen only in the second half.
There is evidence of some sectors like two-wheelers growing fast. The impact of the good monsoon on rural
demand may also show up in the second half.

Total Central government expenditures in the first half were 52.0 per cent of the budgeted expenditures for the
year. This is only a shade higher than previous year. Capital expenditures have shown a rise of 4.6 per cent over
the previous year. Increase in capital expenditures is welcome as they lead to greater investment. In September
2016, capital expenditures grew by 20 per cent on year-on-year basis. However, this was mainly due to the
increase in loans disbursed. It is to be noted that the bulk of the public investment comes from public sector
enterprises. As of now, there is no information how much additional investment has been made by PSUs.
Roads and railways seem to be doing well.

The third important segment is corporate investment. In the last several years corporate investment has been
roughly one-third of the total Gross Fixed Capital Formation. Therefore it is critical to watch its behaviour. The
Reserve Bank of India has been making a forecast of corporate investment based on a methodology outlined by
me. In the September 2016 issue of RBI Bulletin, it has provided the outlook that emerges for 2016-17. Bulk of
the investment expenditures in any year are the result of the projects initiated in the previous two to three
years. With the slowdown in new projects undertaken in recent years, it is unlikely that investment
expenditures by the corporate sector in 2016-17 can be higher than in 2015-16. The study by RBI staff indicates
that substantial investment in the projects initiated in 2016-17 will be required to equal previous year’s total
investment expenditures. The total cost of projects initiated with institutional assistance in 2015-16 was Rs.954
billion, and Rs.878 billion in 2014-15. All this is a far cry from the figure of Rs.2,754 billion in 2006-07.

External environment

The external demand is largely a reflection of the world economy which shows a sluggish recovery. All forecasts
indicate a slowing down in the world growth rate in 2016. The expectation is a slight improvement in 2017.
World trade is also slowing. Exports of India started declining in 2015-16. For the year as a whole, the decline
was 15.5 per cent. Much of this was due to the fall in the value of oil exports. However, some improvement in
the current year is seen. The decline in exports during April-September was 1.26 per cent. This is on a base
which had already declined. In the month of September 2016, exports grew by 4.03 per cent. In an
environment of declining world trade, it is not surprising that India’s exports fell. However, data for 2015
showed that the India’s share in world exports has had a small decline, which indicates our exports are slowing
down more than world exports. But as indicated earlier, India’s exports are doing a little better this year. We
need to maintain this momentum. India’s current account, however, has been comfortable because of the
sharper decline in imports. The external environment may not provide much stimulus by way of demand.

Green shoots

Thus, the positive signs in the economy are an improved agricultural performance and a pick-up in rural
demand, some increase in private consumption expenditure primarily due to the implementation of the
Seventh Pay Commission recommendations and an enhanced capital expenditure by government. The negative
indicators are a continued stagnation in corporate investment and a poor external environment. The growth
rate of GVA (gross value added) at basic prices in 2015-16 was 7.2 per cent. This year it may be slightly better at
7.6 per cent mainly because of improved agricultural performance. This estimate of the growth rate will
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undergo a downward revision if the disruptions caused by demonetisation persist for a long time.The Indian
economy has acquired a certain amount of stability. Prices are under control. Both CPI (consumer price index)
and WPI (wholesale price index) inflation are below 5 per cent. Improved agricultural performance may further
moderate food prices. The fiscal picture has been under control, even though as of now the fiscal deficit is
running high. The current account deficit remains subdued. For the current year, it may be lower than last
year’s level of 1.1 per cent of GDP. All these are favourable factors for sustained economic growth. The banking
system is however under stress.

On the reforms front, there has been some improvement. Initially, there was the amendment to the Insurance
Act to facilitate larger foreign investment. The Bankruptcy Act has been enacted. The real estate sector now has
a regulator. Finally, the goods and services tax is becoming a reality. All of these are enabling legislations. The
impact of these legislations on the economy will take some time to come. But they are moves in the right
direction.To maintain a high growth rate in the medium term, a kick start in investment is imperative. This is
yet to happen, even though the investment sentiment is slightly better today. But more than ever, non-
economic factors will play a key role determining if this sentiment will be sustained or not. Policy-makers need
to be conscious of this and keep the focus on growth, and away from divisive and disruptive issues.

C. Rangarajan is former Chairman of the Economic Advisory Council to the Prime
Minister and former Governor, Reserve Bank of India
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The big deal with Japan

When India conducted its nuclear tests in 1998, Japan was the country that took it the hardest: it put all
political exchanges with India on hold, froze aid and announced economic sanctions within hours. A thaw in
ties didn’t come until 2001, when sanctions were lifted. And then, in 2009, the two countries began an annual
strategic dialogue. This has now come to fruition with the signing of the nuclear cooperation agreement in
Tokyo during Prime Minister Narendra Modi’s visit. The deal is critical to India’s renewable energy plans.
Japanese companies that produce cutting-edge reactor technology were previously not allowed to supply parts
to India. In addition, Japanese companies have significant holdings in their U.S. and French partners
negotiating for nuclear reactors now, and that would have held up the deals. This is Japan’s first nuclear deal
with a non-signatory to the Non Proliferation Treaty, and it recognises India’s exemplary record in nuclear
prudence. It is indeed a much-needed moral boost as New Delhi strives for membership in the Nuclear
Suppliers Group (NSG). The move will boost the meagre, and dipping, bilateral trade of $15 billion, and lift the
strategic military and defence relationship.

There are several riders to this rosy prognosis, however. First, the nuclear deal has to be approved by Japan’s
Parliament. This will not be aided by unhelpful references such as those made recently by Defence Minister
Manohar Parrikar, about revisiting India’s no-first-use nuclear weapons policy. In Japan, Prime Minister
Shinzo Abe may face criticism that he extracted too few assurances from India on a nuclear test ban. In India,
Mr. Modi may be criticised for giving in too much, as a note slipped into the agreement now accepts an
emergency suspension of the deal if India tests a weapon. The clock is ticking, and Mr. Abe must bring the deal
to Parliament in early 2017 to ensure that the commercial agreement for Westinghouse’s six reactors in Andhra
Pradesh that is due in June 2017 comes through. This will also coincide with the next plenary of the NSG. Both
New Delhi and Tokyo must also be wary of the impact on Beijing of this new stage in their ties. China has been
hedging against deeper Japan-India ties in Asia by investing in its relationship with Russia and Pakistan. As
the two Asian rivals to China, India and Japan might need the partnership even more in the days to come, as
the U.S. President-elect has indicated a lower level of interest in “playing policeman” in the region.
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