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Europe has emerged as an important destination for cross-border investments and overseas acquisitions 
for Indian companies. Similarly, collaboration in research and innovation has expanded significantly. 
As economic and development issues become a priority within the Indian government’s foreign policy 
under Prime Minister Modi, the EU can become a focus area of engagement for India, as was apparent 
from Prime Minister Modi’s recent visit to Europe. He assured investors that ‘India is now a changed 
country’ and its ‘regulatory regime is much more transparent, responsive and stable’. It shows that 
strong political leadership and commitment can bring dynamism to the relationship. The outcome of 
this official visit (20 agreements with France, EUR 2 billion outsourcing commitment by Airbus) 
illustrates that the Indian Government is looking at a European contribution and participation in the 
‘Make in India’ programme in terms of resources and technology, defence and railway modernisation as 
well as renewable energy. 
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INTRODUCTION 
 
To provide a much-awaited fillip to India’s interaction with 
Europe, Prime Minister Narendra Modi visited two key 
member states of the European Union (EU) – France and 
Germany – from 9 to 12 April 2015. His visit took place in the 
backdrop of slowdown of India-EU strategic partnership and 
recent cancellation of India-EU summit. Although New Delhi, 
reportedly, initiated the process of holding the India-EU 
summit, it was cancelled due to EU’s no response to India’s 
suggestion on dates. (Haidar, Suhasini, 2015) ‘Logistical 
reasons’ as given by the European Commission is unlikely, as 
reports point out that the Italian marine issues and ‘future 
personal ambitions’ led to the cancellation. Such approach of 
the European Commission was criticized within the political 
establishment of the EU. Neena Gill, Vice-Chair, Delegation 
for Relations with India, European Parliament, said, “Any 
deterioration in (India-EU) relations is incredibly unfortunate, 
given that India is leapfrogging towards major importance on 
the global scene.” Scholars point out that the EU’s approach to 
Italian marine case happened to be ‘spoilsport’ in the India-EU 
partnership. (Mukherjee, Bhaswati 2015) There is also an 
observation that India-EU strategic partnership is 
‘underperforming’ (Solana, Javier, 2014) and India and the EU 
are not able to arrive at a mutually acceptable solution. As 
expected, Prime Minister Modi’s visit to France and Germany 
has had more of a ‘bilateral’ (Ram, Vidya, 2015) agenda, but it  
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was appropriate to discuss the current state of India-EU 
strategic partnership with the two prominent Member States of 
the EU. India should convey to its European strategic partners 
that its judicial process must be honoured, for instance, the 
Italian marine case is sub-judice. The extra-judicial strategic 
intervention, therefore, would undermine the virtues of the rule 
of law and free and fair justice system, which are supposed to 
be the normative basis of India-EU relations. In such a context, 
the issue brief argues that Prime Minister Modi’s visit to 
Europe offers scope for breaking new ground in their 
relationship.  
 
Indo-EU Economic Engagement 
 
Expanding economic engagement and sharing advanced 
technology were high on Prime Minister Modi’s agenda. On 
his visit to these nations, Prime Minister Narendra Modi 
himself tweeted, “My France, Germany and Canada visit is 
centred around supporting India’s economic agenda and 
creating jobs for our youth.” (Prime Minister Office, 
Government of India, “PM Tweets about His Upcoming 3-
Nation Tour”, 2015) After coming to power, the Prime 
Minister has emphasized on his reform agenda to revive 
growth and create an enabling environment for better business 
prospects in the country. Narendra Modi once argued, “I 
believe a strong economy is the driver of an effective foreign 
policy… We have to put our own house in order so that the 
world is attracted to us.” His programmes ranging from hike in 
FDI cap in defence and insurance sectors, building smart cities 
and new infrastructure, Swachh Bharat Abhiyan, skill 
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development to urban development are intended to facilitate 
the comprehensive and overarching ‘Make in India’ initiative.  
The ‘Make in India’ programme has immense potential to 
revive economic growth, harness demographic dividends and 
open huge business opportunities and international 
collaborations as well. On the other hand, the primacy of geo-
economic factor has further been enhanced in external 
relations of the EU and its member states; their domestic 
economic scenario - internal austerity measures - of the EU 
and its member states pushes for more external trade 
promotion.  (Youngs, Richard 2014) In the broader ecosystem 
of contemporary foreign policy, he rightly emphasizes on the 
‘Look East, Link West’ policy, which pushes for the country’s 
greater integration in global value chain, larger and sustained 
investment and advanced level of technological cooperation. 
India has been criticized for cumbersome bureaucratic process 
and ‘policy paralysis’.  
 
Today, qualitative change in business environment of the 
country has been well recognized. The credit rating agency, 
Moody’s has upgraded India from ‘stable’ to ‘positive’. 

(Choudhury et al., 2015) During G-20 summit in Brisbane, 
Herman Von Rompuy, the then President of the European 
Council, discussed the India-EU Broad-based Trade and 
Investment Agreement (BTIA) and how it was stalled due to 
‘lack of political will’. Referring to major reform initiatives 
taken by his government to push economic growth and create 
an out-looking approach, Prime Minister Modi said, “There is 
a new wind of change. Test it for yourself.” (Iyer and 
Vaidyanathan, 2015). In the west as well, India is considered 
as a ‘bright spot in the global economy’. India already shares a 
vibrant and dynamic relationship with these countries. India 
and France have been expanding their cooperation in a number 
of areas ranging from space technology, civil nuclear 
cooperation to the defence sector. During the visit, a wide 
range of issues including space cooperation, tourism, 
international terrorism, smart cities, defence manufacturing, 
etc. were discussed. As the key element of ‘Make in India’ 
initiative, defence manufacturing is an important area of 
cooperation. With regards to the MMRCA deal, offsets and 
life cycle cost and technology transfer were the major issues in 
the disqualification of other contenders. Negotiations on 
Rafale deal have been stuck on these issues. India and France 
have, now, decided to buy 36 fighter planes in flyaway 
condition. Considering urgent operational requirements of the 
Indian Air Force, India decided to go for government to 
government deal for speedy delivery of Rafale jets.  

(http://www.thehindu.com/news/national/prime-minister-
narendra-modis-visit-to-france/article7090006.ece) 
 

New Delhi and Paris also moved a step ahead on nuclear 
energy cooperation. Both countries attempted to bring clarity 
on all technical aspects of the Jaitapur plant related to price 
and provisions for risks. India also made an attempt to attract 
French businessmen to invest in India. Although the figure is 
not high as Japan, France also announced an investment of two 
billion euros in the country. French President Hollande 
extended his support for partnering in infrastructure and urban 
development. (Sanjai, 2015) Germany is the largest trading 
partner in Europe and a major source of advanced technology 
to India. It has been the 8th largest foreign direct investor in 
India since 2000. Total German investment in India accounts 
for approximately $3.9 billion since August 1991. When India 
embarked on the path of new economic process in early 1990s, 

Berlin figured as an ‘important component’ in the larger India-
EU framework. Today, more than two decades of beginning of 
economic reforms, Germany would be considered a crucial 
partner in India’s renewed efforts to usher new growth 
momentum, and consequent socio-economic transformation. 
The ‘Make in India’ initiative offers new avenues to expand 
cooperation in multiple spheres. Germany has strong 
technological base and vibrant inventive system, which 
provide huge impetus to its industrial growth. German 
expenditure on research and development is higher than that of 
the EU’s average. German small and medium-sized enterprises 
– ‘Mittelsand’ – are very productive and offer large 
employment opportunities. Apart from investment, India-
Germany cooperation in technology, capacity building, 
research and development, and promotion of SMEs would be 
crucial for enhancing prospects of growth in the Indian 
manufacturing sector and generating more employment in the 
country. European countries have made substantial progress in 
the field of cyber security, innovation, start-ups, digital 
governance, e-governance, etc., in which India can benefit 
from their experience. (http://articles.economictimes. 
indiatimes.com/2015-04-15/news/61180377_1_india-inc-
technology-and-innovation-smart-cities) 
 

Indo-EU Free Trade Agreement 
 

Both Prime Minister Modi and German Chancellor Angela 
Merkel called for deepening economic cooperation between 
the two countries. It is pertinent to note that Germany-India 
trade accounted for 15.9 billion Euros in 2014, far behind that 
of Germany and China, which was estimated at close to 154 
billion Euros. (http://www.dw.de/modi-merkel-seek-deeper-
trade-ties-at-hannover-messe/a-18377297). The German 
Chancellor Merkel favoured re-launching talks on India-EU 
FTA. It is perceived that the FTA between India and the EU 
would have the potential to expand the trade between India 
and the EU. India has also expressed its readiness to start the 
negotiations on FTA (http://www.euractiv.com/sections/  
trade-society/india-ready-revive-trade-talks-eu-313191), but 
prospects for its conclusion, as Anand Menon argues, seem to 
be ‘very slim’. India’s call for pushing the manufacturing 
sector has not only a favourable domestic environment, but 
also suits the changing dynamics of global manufacturing 
centres. For instance, as Zhao Gancheng, Director of South 
Asia Studies, Shanghai Institute for International Studies, 
argued, “…the roaring labour costs and stricter environment 
regulations in China have pushed enthusiastic investors to look 
away and eye India as a more desirable destination, 
particularly those from small and medium sized businesses. 
And the widespread English proficiency in India also gives a 
fillip to their interest….” New Delhi’s political message to 
global investors is loud and clear that ‘Make in India’ is not a 
‘mere slogan’ for the government. The global business 
community is getting assurance from the highest political level 
that the regulatory regime is much more transparent, 
responsive and stable. (http://www.newindianexpress.com/ 
business/news/Join-Our-National-Movement-of-Make-in-
India-Modi/2015/04/13/article2762170.ece) 
 

Conclusion 
 

The European Central Bank has raised this year’s eurozone 
growth forecast to 1.5 per cent, up from one per cent, 

(http://www.bbc.com/news/business-31750117) and the 
German government annual report says that economy is also in 
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a ‘good state’. But there would be diversity in economic 
performance in eurozone. Considerable change has already 
been noticed in the political trends in Europe. The rise of 
Eurosceptic and far-right parties in elections to the European 
Parliament 2014 was termed as a “political earthquake”. The 
political base of traditional parties seems to be shifting. Geo-
political competition between Russia and the EU over Ukraine 
adds strategic concerns in the region. How New Delhi will 
shape its relationship with Europe amidst such political and 
strategic scenarios will depend on its policy objectives and 
future synergies in its approach towards regional and global 
issues. Both countries – France and Germany – are of 
significance not only in contributing to economic 
transformation of India, but also in facilitating India’s 
aspiration for greater role at the global stage. India’s 
democratic credentials, demographic dividends and economic 
vibrancy would be imperative in developing greater 
compatibility with European political and economic values and 
policies at both the bilateral and global levels.  
 
Expanding the economic linkages with emerging markets 
offers substantial opportunities for European nations to spur 
their economic growth. An European Commission paper on 
trade, growth and jobs explicitly notes that trade has become 
‘an important means of achieving much needed growth and 
creating jobs without drawing on public finances’ in current 
economic crisis. ‘... (Trade) links Europe to the new global 
growth centres and is a unique source of productivity gains.’ 

(http://trade.ec.europa.eu/doclib/docs/2013/april/tradoc_15105
2.pdf) India could be a major market with huge middle class 
populace and governed by the democratic system based on 
liberal values, which are similar to the West. Prime Minister 
Modi’s visit has given big boost to the ‘Link West’ policy. The 
agreements signed and commitments expressed in the 
negotiations have potential for  
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