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14th EU-India Summit: Another Lost
Opportunity for Restarting Trade

Negotiations

Prof Gulshan Sachdeva

The recently concluded 14t EU-India summit in New Delhi

resulted in a fairly long, 53 paragraph joint statement which

included convergence of views on bilateral, regional and
international issues. Major issues mentioned include sustainable
development goals, climate change and environment, counter-
terrorism, cyber security and migration. Specific mentions were
made for issues concerning Afghanistan, Myanmar, Iran, Syria,
Libya, North Korea, Ukraine, the Middle-East peace process as
well as peace and development in Africa. In addition, three separate

joint declarations on counter-terrorism, urban partnership and clean

energy & environment were also released. To some extent, this was
a further confirmation of the Agenda for Action 2020 agreed last
year. There was an indirect reference to the Chinese Belt and Road
Initiative, where the issues of transparency, financial responsibility

and accountable debt financing practices were underlined.

The real disappointment regarded trade and investment. There was
hardly any movement on restarting negotiations on EU-India FTA,
or Broad-based Trade and Investment Agreement (BTIA) as it is
known officially. The joint statement mentions it in a very
diplomatic, essentially void language. Prime Minister Narendra

Modi did not even mention the FTA in his statement.
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Donald Tusk, the European Council president, mentioned it only in philosophical terms--asserting
that free trade agreements are important for both companies and citizens to prosper and that ‘they

strengthen and defend the rules-based international order and our way of life’.

After the summit Jean-Claude Juncker, the European Commission president, was by contrast

relatively clear when declaring that ‘it is high time for an FTA between India and the EU. Once the

circumstances are right — and only once the circumstances are right — we will resume’. These
statements give the impression that there was much hesitation from both the sides regarding even a

restart of negotiations.

No one expected that, even if negotiations were to begin, they would be a quick exercise. FTA
negotiations began in 2007. After 12 rounds, in 2013 negotiations were suspended due to a
‘mismatch between level of ambitions and expectations’. Meanwhile, India has terminated bilateral

investment treaties with a large number of countries, including 22 EU nations. Although

investments are part of the proposed FTA, this move has created further uncertainty among
European investors, at least until the time the FTA is ready for implementation. The negotiations
were also going to be affected by the final outcome of the EU-UK Brexit deal. So far the UK has
ruled out possibility of any customs union or common economic area with the EU. This means that
the UK is at best hopeful for a separate free trade deal with the EU. Thus now we are facing an
India-EU trade deal minus Britain. As the UK is India’s biggest export market within the EU, New
Delhi and London have also indicated a fresh exercise for a separate India-UK FTA. In these
circumstances, even if negotiations are re-launched, they will take at least two-three years to be
concluded. Still, restarting negotiations could have given a positive political signal from the Summit

and reduced uncertainty created by the termination of investment treaties.

Despite some positive spin from both EU an Indian officials, already the German ambassador to

India, Martin Ney, has expressed his disappointment and asserted that both the EU and India have

‘failed to live up to their potential’. He has also made it clear that “there is no decision to resume
negotiations on a free trade agreement, including investment protection, despite the possibility at

hand”.
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It has become clear in the last few years that FTA discussions are going nowhere. After realizing
this, both Indian and EU officials have started focusing on other areas, and rightly so. These include
climate change, energy, counter-terrorism, maritime security, science and technology, development
cooperation, migration and dialogues on regional and global issues. In a few areas, there is some
visible progress, particularly as regards student mobility under Erasmus and a couple of dialogues
on broader global and bilateral issues. So even without significant announcements on the FTA, the
13th and 14th summits have been able to create some political momentum within a relationship that
was almost frozen for a few years. In the meanwhile, Prime Minister Modi has made visits to
Belgium, France, Germany, Ireland, Netherlands, Portugal, Spain, Switzerland and the UK. There is
a realization that Europeans could contribute significantly to India’s domestic economic agenda.
The Indo-French Rafale deal has deepened bilateral strategic engagement. A meaningful partnership
could also be built on urbanization. The European Investment Bank’s growing involvement in urban
transport (Lukhnow and Bangalore metro rails) as well as other renewable energy projects could

strengthen the partnership further.

Despite some bold statements on counter-terrorism, we must understand that the EU competences
in these matters are rather limited. Due to radicalization and recent terrorist attacks in Europe, there
i1s a growing coordination within the EU. Still, concrete results are possible only through bilateral
cooperation among key member states. Still, statements on terrorism, climate change etc. are always

good for public diplomacy.

Without underestimating developments in other areas, it must be clear that the core of the India-EU
partnership is still economical. With more than 100 billion euros worth of trade in goods and
services, the EU is India’s biggest trading partner. In the last 15 years, FDI from EU member states
in India has been higher than investments from the US, Japan, China and Russia combined. The EU
has also been an important destination for cross-border investments and overseas acquisitions for

Indian companies.

As the basic competence of the EU is in trade, investment and related matters, ultimately the EU-
India partnership will be judged from developments in these matters. This can be done with or

without the FTA. So unless both sides remove FTA negotiations from the summit agenda itself,
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there will always be some expectation regarding the summit. During the UPA II regime under
Manmohan Singh, the narrative of policy paralysis was blamed for the lack of development on
many issues, including the India-EU FTA. Prime Minister Modi, with a massive mandate, was
expected to change the policy environment in India. However, and despite making commitments to
the FTA at various bilateral summits with the European partners, including Germany, we are still at
the same place where we were in 2013. At this point in time, it is difficult to know which side was
more responsible for this. In any case the 14t EU-India Summit has surely missed the opportunity

to provide a new direction to bilateral economic relations.
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