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Abstract
After almost a year in power India's ruling National Democratic Alliance coalition led by
Prime Minister Narendra Modi of the Bharatiya Janata Party (BJP) adopted premises of
business-friendly policies. Strong economic growth during the first quarter of 2015 could
be short-lived should the government not embark on deeper reforms. Initially, Prime
Minister Modi has targeted red-tape and has relaxed rules for foreign investment in the
insurance sector, for military contractors and for real estate companies. Domestically, he
worked on consolidating his powerbase in all the states of India, however, his party lost the
state election held on 10 February 2015 in Delhi. Modi has also actively promoted India's
role on the international scene, working to fulfil his electoral promise to make India a
global power. So far he has prioritised close neighbours, while also visiting the US, Japan
and Australia on the occasion of the G 20 summit in Brisbane. The EU is India's largest
trading partner and while 2014 marked the 10th anniversary of the EU-India Strategic
Partnership, an EU-India summit could also take place soon.
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European Parliament–India: Milestones
15 January 2015

The European Parliament adopted a resolution (2015/2512(RSP)) on the case
of the two Italian marines accused of killing two Indian fishermen. The text
called for all parties involved to work immediately towards a solution and
highlighted concerns about the detention of the marines without charge.

16 January 2014

The EP adopted a resolution, ‘On recent moves to criminalise lesbian, gay,
bisexual, transgender and intersex (LGBTI) people’. The text called for the
decriminalisation of consensual acts between people of the same sex, as
foreseen by a 2009 ruling of the Delhi High Court overturned by the Indian
Supreme Court on 11 December 2013.

29 to 31 October 2013

A delegation of the INTA Committee led by MEP Pawel Zalewski (EPP, Poland)
visited India (Delhi, Pune and Mumbai) and held meetings with
representatives from the government, the parliament, economic
stakeholders and members of the civil society. The Standing Rapporteur for
relations with India was part of the delegation.

29 April to 3 May 2013

An EU-India interparliamentary meeting took place in Delhi and Kolkata,
addressing the situation of women in India and the FTA negotiations.

17 January 2013

Following the rape of a student in Delhi in December 2012, the EP asked the
Indian authorities to develop coordinated responses to gender-based
violence, particularly sexual assault, and called on the European Commission
to assist this development.

13 December 2012

An EP resolution acknowledged India's efforts at the federal, state, regional
and local levels to eradicate caste discrimination. However, many MEPs
remained concerned by on-going practices.

30 April to 4 May 2012

An EU-India interparliamentary meeting took place in Delhi and Chennai and
addressed climate change, foreign policy issues, human rights and the
situation in Tamil Nadu.

11 May 2011

The EP passed a resolution on the prospects for an India-EU free trade
agreement (FTA), noting that it would be beneficial for both sides and
suggesting that the scope should be all-encompassing, including a legally
binding human rights clauses with a consultation mechanism modelled on
Article 96 of the Cotonou Agreement.
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Introduction

Economic inequalities in
India are enormous.

The cabinet of Prime
Minister Narendra Modi
has yet to embark on
important reforms.

India remains a country where income inequalities are huge, and where the
government still struggles to provide basic services such as drinking water,
sanitation or electricity. Rural India is lagging behind and one third of the
country's population lives on EUR 1 a day. One third of the world's poor are
Indian. In the 2014 general election held between 7 April and 12 May,
Narendra Modi led the Bharatiya Janata Party (BJP) and their coalition
partners the National Democratic Alliance coalition (NDA) to victory. This
signalled an important political change in the world’s largest democracy.
Modi, who was sworn in as Prime Minister on 26 May 2014, was in 2002
criticised by the EU for stirring up ethnic divisions when more than a
thousand Muslims were killed by an infuriated Hindu mob in Gujarat. Even if
the Supreme Court of India cleared Modi of any personal responsibility for
the events, his administration was criticised for not preventing the massacre
and Modi himself was blamed for having stirred up anti-Muslim feelings.
Born in 1950. Modi holds a degree in political science from Gujarat University,
and rose to become chief minister (CM) of the state of Gujarat in 2001. Often
described as a Hindu nationalist, he is indeed since childhood a member of
the controversial right-wing nationalist movement, Rashtriya Swayamsevak
Sangh (RSS)1. However, Modi's electoral campaign was mostly based on an
economic platform and on his economic success in Gujarat.
He formed a government which is slightly smaller than the previous
Congress Party-led cabinet (66 ministers versus 79), and embarked on a
modern communication based on extensive tweeting, posting of videos on
social networks - but giving few interviews.
After almost one year in power, the government has not embarked on
important reforms. Narendra Modi has been working on consolidating his
party's power. However, on 10 February 2015 the BJP lost elections to the
state assembly of Delhi. It won only three seats of 70 seats or 31.2% of the
popular vote, while the Aam Aadmi Party (AAP- Common Man Party), which
campaigned on local socio-economic issues, won 67 seats or 54.3% of the
vote. The important gap in seats between the two parties can be attributed
to the first-past-the-post system, which amplifies the victory of the leading
party.

2.1

The Indian parliamentary system

India has a bicameral
parliament.

India has a bicameral parliamentary system. The Lok Sabha (the Lower
chamber of the House of the People) has up to 552 directly elected Members
of which a maximum of 20 represent Union Territories and the remainder
Union States. Two additional non-partisan members representing the Anglo-

The RSS was founded in 1925 against British rule, and is dedicated to independence and
the protection of Hindu political, cultural, and religious interest.
1
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Indian Community are nominated by the President of India, Pranab
Mukherjee (Congress Party). The Lok Sabha counts currently 545 members.
Each Lok Sabha is formed for a 5-year-term.
The Rajya Sabha (the upper chamber or the Council of States) has a
maximum number of 250 members. The present strength of the Rajya Sabha,
however, is 245, out of which 233 are indirectly elected and 12 are
nominated by the President. A member's full term is six years. The Rajya
Sabha is a permanent House, which means that it is never dissolved. One
third of the members' term expires every two years.
Legislative proposals which have been adopted by the Lok Sabha, have to be
approved by the Rajya Sabha before becoming law. However, unlike many
other parliaments, the Indian parliament cannot legislate on foreign affairs as
its competence is confined to domestic issues. On matters such as treaties
with other countries (e.g. the nuclear deal with the US, a possible future free
trade agreement with the EU) and deployment of Indian troops outside the
country, the Indian parliament is only informed ('taken into confidence') by
the government. The constitutional weakness of the parliament is
underpinned by the strong powers of the Prime Minister and the Prime
Minister's Office, who can overrule any decision of the parliament via an
executive order.
The role of the parliament
has declined in India's
political system over the
past few decades.

Over the last decades, the role of the parliament has declined progressively.
The number of days on which the Houses sit each year (there are three
annual sessions: the Budget session from February to May, the Monsoon
session from July to September, and the Winter session from November to
mid-December) and the time that is devoted to discussions on relevant
issues has diminished considerably. The sessions are regularly adjourned
over disputes and difference of opinion between members.
Furthermore, the number of members with a criminal record remains one of
the most troubling aspects of the Indian parliament. Election rules do not
prevent those charged with criminal cases from standing for office, but only
bar those who have been convicted.

6
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2.2

The composition of the 16th Lok Sabha (lower house)

Figure 1:
Distribution of the 543
seats in the 16th Lok
Sabha ((lower house), as
elected from 7 April to 12
May 2014

Source: website of Lok Sabha

Prime Minister Modi's
Bharatiya Janata Party
(BJP) has an absolute
majority in the lower
house.

The Lok Sabha counts 543 elected members and two appointed members. In
the 2014 election, the BJP more than doubled its number of seats from 116 to
282. The party is leading the National Democratic Alliance coalition (NDA),
which altogether has an absolute majority, with over 330 seats. On the other
hand the Indian National Congress (INC) presided by Sonia Gandhi saw its
share drastically reduced from 206 to 44 seats'2. However due to the firstpast-the-post system BJP’s overwhelming victory in the parliament was
obtained with 31 % of the popular vote.
In 2012, the AAP led by Arvind Kejriwal was created. An offspring of the anticorruption movement, the AAP’s victory created a surprise during the 2013
elections for the Delhi legislative assembly. Kejriwal was subsequently
appointed chief minister of Delhi. In February 2014, he resigned to protest
against all the obstacles that his anti-corruption bill has met in the parliament
in the Delhi assembly. In the 2014 general election, the AAP did not repeat
this success and obtained only four seats. The party obtained 33% in Delhi
but was not able to reach success in the constituencies neither around the
capital nor in other parts of India.
The Lok Sabha includes 62 female members, which represents a marginal
increase from the 59 of the previous legislature.

2

IPU Data base http://www.ipu.org/parline-e/reports/2145_E.htm
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The 545 MPs of the
current legislature
include 20 Muslims– the
lowest proportion ever.

In the current Lok Sabha, the number of members that were elected while
they are facing criminal charges has increased. According to a survey
conducted by the Indian Association for Democratic Reform3, 186 or 34% of
newly elected MPs had declared criminal charges in the election affidavits
that they have to fill in before the Election Commission. Out of these, 112
MPs (21 %) have declared facing charges of serious criminal cases including
murder and rape. PM Modi has emphasised the importance to cleanse the
Lok Sabha of MPs who have criminal records by mid-2015.
Finally, a striking feature of the current Lok Sabha is the lack of political
representation of Muslims. The legislature includes 20 Muslim MPs in total,
which is the lowest figure ever. Not a single BJP MP is a Muslim. Despite the
fact that the country is home to the world's third largest Muslim population,
India's largest minority will be almost without a voice in their parliament4.

2.3

The composition of the Rayja Sabha (upper house)

Figure 2:
Composition of the Rayja
Sabha (upper house) after
the 28 November 2014
elections

Source: website of Lok Sabha

The last renewal of the Rayja Sabha took place on 28 November 2014,
following the indirect elections held for one-third (72) of the 233 elective
seats. There are currently 31 female members in the Upper House. The ruling
coalition does not yet have a majority in the Rayja Sabha. Achieving this

Lok Sabha 2014 Crimo-meter http://loksabha.adrindia.org/lok-sabha/winner-crimo-meter
According to Pew Research's 2012 Global Religious Landscape, 176 190 million Muslims
live in India, making 14,4% of the population of the country
3
4
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majority is one of the current of the political aims of the BJP, which wants to
consolidate the government's position before embarking on reforms.

2.4

Human Rights

India continues to apply
death penalty.

The judiciary system
suffers from corruption
and overcharge of work.

NGOs are under the
government's control.

The rights of children and
of minorities are a major
concern.

India continues to implement death penalty. Although the last execution
took place in 2013, during 2014 the Supreme Court continued to impose new
death sentences. In January 2014 the same Court ruled that death sentences
can be commuted if the convicted are mentally ill or if there are delays in
mercy decisions.
According to human rights watchdogs, torture, arbitrary detentions and
extrajudicial killings are committed by the security forces that enjoy
impunity. Only in one case so far, in November 2014, several army officials
were found guilty for killing three innocent civilians. No justice has been
administered yet for the human rights violations committed during the 1984
anti-Sikh riots. The judiciary is not only prone to corruption, but also cannot
cope with the amount of cases, which leads to delays or denial of justice.
In general, media can report freely, with some restrictions for the radio where
private stations can only broadcast educational and entertaining content.
Moreover, content that could instigate communal tensions is forbidden.
Inflammatory messages are banned also in Internet which according to
estimates is accessible to approximately 10% of the inhabitants.
The Foreign Contribution Regulation Act allows the authorities to control the
activities of the organisations and their funding. The NGOs receiving funding
from abroad are not allowed to engage in political activities, while political
organisations or media outlets are prevented from accepting foreign
financing. The often arbitrary interference in case of non-compliance with the
law can go as far as cancelling the activities of the organisation.
Millions of children are exploited in India, particularly in agriculture - mostly
children who come from poor families or have been kidnapped and
trafficked. In February 2015, police in Hyderabad rescued more than 350
children working in dark, stuffy rooms for 12 hours a day. In 2014 the Nobel
Peace Prize was awarded to children's rights activist Kailash Satyarthi thanks
to whom in 2012 the employment of children under 14 was outlawed in
factories and hazardous occupations. The report of the UN Committee on the
Rights of the Child, which visited the country in 2014, included a
recommendation to ensure the respect of international and national laws by
the businesses.
Intolerance against religious minorities is widespread, a legacy from India's
partition in 1947 and to Ghandi's assassination in 1948. The acts of violence
committed by Hindu militants are not investigated or persecuted by the
authorities. In February 2015 hundreds of Cristian protesters were arrested by
the police after they went into streets when a church was vandalised.
Although caste discrimination was prohibited in 1949, Dalits ('the
Untouchables') reportedly continue to be discriminated and attacked. In
9
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several cases the courts closed cases involving killings of Dalits, due to the
lack of evidence.
Violence against LGBT
persons is prevalent in
India

There are some
deficiencies in India's
international human
rights commitments.

2.5

Violence against LGBT persons is prevalent in India. In 2013, the Supreme
Court repealed the decision of Delhi High Court that had found that the
criminalisation of same-sex relations buy the Penal Code of 1860 was an
infringement of fundamental rights. The situation has improved for hijras
(transgender persons) as in 2014 the Supreme Court recognised them as a
third gender and a minority entitled to job and education quotas due to their
'socially backward' position.
India has signed but not ratified the International Convention against
Torture. India has also entered a reservation to the Article 16 I of the
Convention on the Elimination of All Forms of Discrimination against
Women, which refers to the equality regarding marriage and family rights.
During the Universal Periodic Review in 2012 India pledged to ratify the
Convention against Torture and improve the situation of women and
children. In 2014, India maintained its position on capital punishment by
voting against the UN General Assembly resolution on death penalty.

Situation of women

Gender-based violence is
a major source of concern
in India.

India’s male-to-female
ratio is distorted (120
males for 100 females),
suggesting that many
girls have 'gone missing'.

On an international level, the UN Committee on the Elimination of
Discrimination against Women, visiting India in 2014, expressed concerns
over the lack of a comprehensive anti-discrimination law. The UN Special
Rapporteur on violence against women pointed out that the laws fail to
address root causes of violence while the lack of appropriate remedies
contributes to increased violence.
Since the death of a 23-year-old student who was raped and in New Delhi in
December 2012, the violence against women in India makes regularly the
headlines. In December 2014, Indian public opinion was again scandalised by
the rape of a women by a taxi driver, following what the home ministry
recommended all states to ban unregistered internet-based taxi. In January
2013, following the considerable wave of protest after the murder and the
rape death of the young student, the EP adopted a resolution calling on the
Indian authorities to develop coordinated responses to gender-based
violence, and particularly sexual assault. The living conditions of women
remain difficult in India: according to a poll5, gender infanticide, child
marriage and slavery make India the worst place to live for women today in
G20 countries.
The Criminal Law was amended following the Delhi gang-rape, imposing
tougher punishment for gender-based violence, nevertheless, its
implementation lags behind. Victims often fear the consequences of

Canada best G20 country to be a woman, India worst - TrustLaw poll, 13 June 2012,
http://www.trust.org/item/?map=poll-canada-best-g20-country-to-be-a-woman-indiaworst/
5
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reporting the rape, e.g., retaliation. In 2014, the government approved
guidelines for the medical care of rape victims, however, without any
financial backing. Bride trafficking is triggered by the predominance of men
in the country - girls are sold to men who cannot find a wife, and regularly
end up in slavery. Although the law puts the legal age for marriage for
women at 18, UNICEF estimates that nearly half of India's women are married
by the age of 18.
The country displays a distorted sex ratio for children: according to the
census statistics on the male to female ratio in India, there are up to 120 men
for every 100 women6. Any ratio between 103 and 107 is considered to be a
natural one. Any higher ratio suggests a gendercide7. It can take form of
abortion, infanticide or lethal violence against a particular gender at any age.
The problem is particularly accurate in the eastern parts of the country. In
2011 the census of India reported there the ratio of 120 in Haryana, 118 in
Punjab and 116 in Jammu and Kashmir8. It is the lowest child sex ratio in India
since independence.9 This indicates a continuing phenomenon of preference
of boys in the Indian society and suggests that a gendercide is taking place.
This issue was addressed by PM Modi during his speech on Independence
Day, on 15 August 2014. He condemned the series of rapes, and commented
on the education of boys. Modi also voiced concern over millions of missing
girls and called on Indians to stop killing their daughters.

The Economist, The war on baby girls, Gendercide, 4 March 2010,
http://www.economist.com/node/15606229
7
Gendercide refers to the systematic elimination of individuals on basis of the gender.
8
UNFPA, 'Sex ratios and gender biased sex selection',
http://www.unwomensouthasia.org/assets/Sex-Ratios-and-Gender-Biased-SexSelection.pdf
9
The Economic Times, Census of India 2011: Child sex ratio drops to lowest since
Independence, 31 March 2011, http://articles.economictimes.indiatimes.com/2011-0331/news/29365989_1_ratio-males-girl-child
6
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Figure 3
Child sex ratio in Indian
states

Source: Wikipedia, based on data from the 2011 census of India.

2.6

Security
India's security environment is characterised by territorial and maritime
disputes with China, Pakistan, Bangladesh and Burma, by internal ethnical
and religious insurgency and by illegal cross-border activities on the borders
with Nepal and Afghanistan.

Tensions persist in the
state of Jammu and
Kashmir.

12

Tensions remain in Jammu and Kashmir: the former princely state is a
disputed area between India, Pakistan and China. The conflict dates back to
the division of the country when the former colonial power, the United
Kingdom, withdrew from India between 1945 and 1947. The majority of the
state is administered by India, another part is de facto administered by
Pakistan (Azad Kashmir and Northern Areas) while a third part, Aksai Chin, is
held by China. In 2003 India and Pakistan agreed on a ceasefire; after an
earthquake devastated the area in 2005, tension decreased. Despite the
cease-fire, military hostilities occur at the highly militarised Line of Control
between the two countries. The conflict could be revived, due to a wide
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range of factors, including the situation in Afghanistan, and to the position of
the BJP which wants to integrate better the region in the country, and stands
in favours of ending Kashmir's special status under the Indian constitution.
Modi paid a visit to Kashmir shortly after his election, and received a cold
welcome. He paid another visit in the region in December 2014 to support
his party in the on-going state election. Violence increased during the
electoral period causing the worst losses for security forces in six years.
As NATO forces leave Afghanistan, regional powers compete for influence.
With both Indian and Pakistani military budgets – and nuclear stockpiles –
increasing, South Asia could be heading towards a nuclear arms race,
jeopardising the stability of the region. The absence of agreement on the
border demarcation in the north-eastern part of India is a bone of contention
and spills into recurrent tensions between the countries. The UN military
Observer Group is present in the region since 1949, establishing and
monitoring ceasefire in the area of Jammu and Kashmir.
A number of conflicts
have ethnic and social
roots.

India counts 200 000
refugees and 500 000
internally displaced
persons.

The security of India also largely depends on ethnic and religious stability, as
the country is home to a large variety of ethnic and religious groups. India's
Maoists, called Naxalites - after the name of Naxalbari, the West Bengal
village where the uprising started. Since 1967 they have been waging a
struggle on behalf of landless labourers and indigenous tribal people against
landlords and others, aspiring to create a communist state. The Naxalites
have spread to isolated rural areas of Andhra Pradesh, Madhya Pradesh, West
Bengal, Maharashtra, Odisha, Jharkhand, Bihar and Chhattisgarh. Since 2009,
a wing of the Naxalites called the CPI-Maoist has been added by the
government on the list of terrorist groups under the Unlawful Activities
(Prevention) Act.
India is home to more than 200 000 refugees and asylum-seekers, especially
from South and South-East Asia (Tibet, Sri Lanka, Myanmar/Burma and
Bangladesh) but also from neighbouring Afghanistan. Moreover, territorial
disputes triggered internal population transfers which resulted in at least of
500 000 Internally Displaced Persons (IDPs) among which 250 000 are from
Jammu and Kashmir. Security concerns rise as the returning refugees
struggle to meet their basic needs and are not overseen by a substantial
national policy on land rights.
The country is affected by illegal trafficking activities that run through India
to other parts of the world. India has the largest share in the licit opium
production for pharmaceutical purposes, but it also a hub for illicit narcotics
from neighbouring countries, in particular Nepal and Afghanistan.

2.7

Military

India has the ninthlargest defence budget in
the world – and the
budget is growing.

The Indian Armed Forces have a strength of 1 325 000 soldiers (Army
1 129 900, Navy 58 350, Air Force 127 200, Coast Guard 9 550). They are
complemented by paramilitary forces with a strength of 1 403 700. These are
forces trained and equipped to military standards (light weapons), hosted in
barracks and readily deployable throughout the country and on the borders.
13
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India has the ninth biggest defence budget in the world. In 2013 it spent EUR
27.3 billion, which puts it at eye-level with Germany and Japan, ranking
seventh and eighth respectively. According to UK Government estimates
India’s Defence expenditure will continue to rise, and by 2045 India’s defence
expenditure could equivalent the EU member states’ cumulated spending on
defence, bringing it in the third position behind the United States and China.
India is the largest
contributor of troops to
UN peacekeeping forces.

India is a nuclear power,
with around 100 nuclear
warheads.

Since the beginning of UN peacekeeping in 1948 India has been its largest
contributor of forces. It has participated in 44 missions with close to 180 000
troops including both, police and military forces, including the first all-female
Formed Police Unit deployed to the United Nations Mission in Liberia
(UNMIL) in 2007. By October 2014, India was the third largest troop
contributor to current UN peacekeeping missions, just after Bangladesh and
Pakistan.
India is believed to possess between 90 and 110 nuclear warheads. As of
2014, none of the warheads is believed to be readily deployable, i.e. they are
not installed on any means of delivery such as missiles, bombs or torpedoes.
India is not party to the Nuclear Non-Proliferation Treaty (NPT). However, it is
party to the Comprehensive Nuclear-Test-Ban Treaty (CTBT), even though it
has not yet ratified it. India possesses nuclear capable missiles of short and
intermediate range and is currently developing missiles with intercontinental
range.
Even though India tries to develop its domestic arms industry, it still remains
the world’s biggest arms importer. In 2014 is accounted for 14 % of global
arms imports, well ahead of China and Pakistan with 5 % each. The main
supplier is Russia, who accounts for two thirds of India’s more than EUR 22
billion arms imports since 2003. Almost half of that sum has been spent in
the last three years only fuelling, and fuelled by, the current arms race in Asia.

India is the world's largest
importer of defence
material.

Notwithstanding the size of its armed forces, its nuclear capabilities, the
growing modernisation of its material and the significant efforts made to
build a domestic defence technological and industrial base, India’s military
capabilities still fall behind ambition and investment. India’s defence
institutions have never been reformed since its independence. They build on
a 1940s model of armed forces organisation with separate commands for the
Army, Navy, Air Force and border security forces, each with its own staff
organisation. However, without a Joint Staff that co-ordinates operations and
equipment demand, the Indian armed forces will have difficult to adapt to
modern mechanised, highly mobile and information technology centred
warfare.

3

Economy and trade

3.1

Economy

India is a major economic
power.

14

India is the fourth largest economy in the world by purchasing power parity
(PPP) and seventh largest by nominal GDP (IMF, 2013). With a Gross Domestic
Product (GDP) of EUR 1 510 million and GDP per capita of EUR 1263 (2013),
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India is classified as a lower middle income country by the World Bank.
While India recovered quickly in the aftermath of the 2007/2008 global crisis,
since 2012 the economy has become a concern. In 2012, GDP grew by 5.4 %
and in 2013 by 4.7 %. During the 2014, growth picked up slightly by 5.5 %.
The Indian economy is expected to grow by 6.3 % in 2015 and 6.6 % in
201610, which indicates that economic recovery remains a distant prospect.
Such GDP growth rates are high as compared to those of Europe, but far
below the level that India requires to generate sufficient additional jobs for its
rapidly-growing population.
Prime Minister Narendra
Modi campaigned with
an agenda of economic
reform.

The country’s tax system
could be one of the
targets of the economic
reforms.

One of the main factors behind Narendra Modi's victory in the 2014 general
election was the hope that a new government would make bold economic
reforms. Almost a year later, it has enacted some measures, e.g. tackling the
country's bureaucracy, facilitating government inspection at small factories,
relaxing rules for foreign investors in sectors such as insurance, military and
real estate. All measures are pointing into the right direction, but to have
perceptible effects bolder reform measures are required. The drop in
investment during recent years has had negative effects with regard to big
infrastructure projects, such as power plants and road building. Delays in
these sectors will have repercussions on future growth rates as the slowing
down of the economy is principally the result of infrastructure shortcomings
(particularly in the energy sector). Attracting foreign investors by raising the
foreign ownership cap in Indian insurance companies from 26 % to 49 % has
not materialised. The respective Insurance Laws Amendment Bill which
should have been the landmark project demonstrating that the government
is serious with its economic reform agenda continues to face opposition
amongst politicians and business leaders. This bill has not yet found a
majority in parliament. With slower growth and deferred cuts to subsidies on
fuel (here, low oil prices in 2014 helped to reduce the cost of subsidies) and
fertilisers as well as continued government spending on food programmes,
public debt is growing. Government borrowing is fuelling inflation11. The
average 2014 consumer price inflation could be contained at around 7 %.
In order to raise its revenues, the government could overhaul the tax system.
Instead of relying on customs and excise duties, direct taxes on individuals
and firms could be established on a broader base. The introduction of a
national goods-and-services tax which would boost tax revenues by reducing
barriers to trade between Indian states, remains stalled. Today, the major part
of the economy remains out of sight of the tax authorities as e.g. the service
sector is informal and cash-based, the property market is notorious for black
money, and many smaller businesses which fall under the regime for
personal tax contribute to an overall poor compliance. In fact, just 32 million
people, or 2.5 % of the Indian citizens pay income taxes.

OECD Economic Survey India, November 2014, http://www.oecd.org/eco/surveys/India2014-Overview.pdf
11
According to OECD data, fiscal balance as a percentage of GDP in 2014 stood at -6.9 %
10
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The importance of the
service sector is growing.

The most important contributor to India's GDP is - like in most countries the service sector, which has grown from 53 % in 2003 to 57 % in 2013.
While the agricultural sector continues to dip from 21 % of GDP in 2003 to
18 % in 2013, about two thirds of the Indian population still make their
living on agricultural activity. During the same period, the industrial sector
slightly fell to 25 % of GDP. PM Modi launched the 'Make in India'
programme in September 2014, aiming at strengthening the country's
industrial base and attaining an export-led growth.

Figure 4:
Share of economic
sectors in India

Source: World Bank

Prime Minister Modi has
said he intends to combat
corruption.

3.2

India ranked 142 of 185 countries in the World Bank's 2015 'Ease of doing
business' report - a worsening compared to 2013 (132) and a sign of
persistent chronic regulatory obstacles. Of the 175 countries in the 2014
'Corruption Perception Index' published by Transparency International, India
was listed in 85th place, which is slightly better than in 2012, when it ranked
94th. Combatting the country's endemic corruption is placed high on PM
Modi's to-do list.

International trade relations

The EU is India's most
important export
destination and the
Union's second-most
source of imports.

Since its economic reforms which began in 1991 when the International
Monetary Fund (IMF) made opening the country's markets for trade and
investments from abroad a precondition for financial support, India has
achieved a respectable level of international trade and investment activity.
While India exported goods worth EUR 34 641 million in 1999, the country
had reached EUR 239 435 million in 2013. Imports increased from EUR 46 923
million in 1999 to EUR 358 611 million in 2013. Yet, India's share of exports
and imports within the world trade in goods and services has stagnated at
around 2 % — far less than China's 10 %.
India has been a member of the World Trade Organisation (WTO) since 1
January 1995.
With a volume of trade in goods and services (see paragraph 5.1) of more
than Euro 103 billion, the EU is India's biggest trading partner.
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Figure 5
India's top 5 trading
partners in goods (2013)
Origin of imports

Destination of exports

Trade partners

#

Origin

€ million

%

#

Destination

€
million

%

#

Partner

€
million

balance

%

1

China

39,421

11

1

EU

39,670

16.6

1

EU

77,861

-1,479

13

2

EU

38,191

10.7

2

United
States

29,639

12.4

2

China

50,514

-28,328

8.4

3

Saudi
Arabia

27,920

7.8

3

United Arab
Emirates

24,508

10.2

3

United Arab
Emirates

50,046

-1,030

8.4

4

United Arab
Emirates

25,538

7.1

4

China

11,093

4.6

4

United
States

46,951

+12,327

7.9

5

Switzerland

19,637

5.5

5

Singapore

10,340

4.3

5

Saudi
Arabia

36,965

-18,875

6.2

All imports:

358,611

All exports:

239,435

Balance of trade:

4

Foreign policy and international relations

4.1

International relations

Prime Minister Modi has
prioritised relations with
neighbours and powers
in the Asia-Pacific region.

India supports the
creation of the New
Development Bank (NDB)
by the BRICS countries
(Brazil, Russia, India,
China and South Africa).

Relations with Pakistan
are tense.

-119,176

India is one of the leaders of the developing world. It is a member of the
BRICS, alongside Brazil, Russia, China and South Africa. India is part of the
New Development Bank (NDB), formerly called the BRICS Development Bank,
which will fund investments in infrastructure and aims to contribute to a
multipolar financial order. The deal to create the NDB and the Contingency
Reserve Agreement (CRA) was signed in July 2014 during the BRICS summit
in Brazil. It was also agreed that the first president of the NDB's will be from
India and that the headquarters will be located in Shanghai. The BRICS group
convened an informal meeting within the framework of the G20 summit in
Brisbane and tasked their respective finance ministers to designate the
president and the vice-president of the NDB before the next summit in Russia
on 8 and 9 July 2015.
The country has traditionally conducted a foreign policy based on noninterference. PM Modi is importing his energetic leadership style in the area
of foreign policy. He seems seriously committed to his promise of making
India a global power. He has prioritised his close neighbours - his first visit
abroad was to Bhutan - but he has also visited the US, Japan, and Australia,
on the occasion of the G-20 summit in Brisbane. In Canberra, he addressed
the parliament and praised the country for being a ‘beacon of democracy’.
This was the first visit of an Indian PM to Australia in 28 years.
Relations between India and Pakistan have regularly balanced between wars
(1948, 1965, and 1971) and attempts at negotiating a long-term peace. Both
countries have supported insurrections and dissident groups in each other's
territories, particularly in Kashmir, and pursued rival diplomatic alliances.
Pakistan conducted nuclear weapon tests in 1998 to counterbalance India's
nuclear tests. Pakistan is also worried about India's increasing influence in
17
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Afghanistan. In 2002, bilateral relations further deteriorated following an
attack by militants on the Indian Parliament in Delhi. The 2008 Mumbai
Bombings seriously undermined both sides' efforts to improve bilateral
relations. In 2011, India resumed its 'composite dialogue' with Pakistan,
making some progress. In 2012, several trade and investment measures were
relaxed, with both sides signing a visa agreement. Economic relations
between the two countries have improved. Taking the first move in 2013, the
Pakistani PM Sharif invited his then Indian counterpart, PM Manmohan Singh,
to his inauguration ceremony while Modi, invited on his turn PM Sharif to his
own swearing-in ceremony in 2014. For a moment after Modi’s election,
there was optimism that the relation between India and Pakistan would
improve - unfortunately, it has not been the case. In August 2014, Modi
cancelled talks following a meeting between the Pakistani high
commissioner’s and a separatist from Kashmir, Sabir Shah. Modi issued
several statements accusing Pakistan of 'waging a proxy war of terrorism'.
The nationalist stance of the Indian government and of the BJP is probably
one of the factors preventing any real improvement of the relations between
the two countries so far.
Modi regards relations
with neighbouring
countries as priorities.

The US and India
cooperate on climate
change and on security
and stability in the
region.

18

PM Modi, who had visited China on four occasions as a governor of Gujarat, is
said to admire the country’s economic performance. However, political
relations between the two neighbours may not prove simple: several border
issues remain unsolved between India and China, and the two are competing
for regional leadership. Beijing has been expanding its influence in traditional
zones of Indian influence, such as the Indian Ocean, and in neighbouring
Himalayan countries. During his campaign, in February 2014, Modi travelled
near the disputed area and called on Beijing to give up its territorial
ambitions. In the first days of September 2014, Modi paid a successful visit to
Japan, during which Japan pledged to give EUR 28 billion over the next five
years for development projects. The two countries also decided to enhance
cooperation in defence and other strategic areas. Later the same month,
Modi hosted Chinese President Xi Jinping in Delhi and in Gujarat. China
pledged to invest EUR 241 billion in infrastructure and with that financing as
much as 30 % of India's infrastructure projects. One month later, Modi
welcomed Vietnam's PM Nguyen Tan Dung in and declared that India would
soon be supplying naval vessels to Hanoi. On 20 February 2015, PM Modi
travelled to a border region claimed by China, Arunachal Pradesh. This was
perceived as a provocation by Beijing which summoned India's ambassador
in the country. The Indian Prime Minister is nevertheless preparing his official
visit to China, to take place in May 2015.
Modi’s relations with the US were strained after the tragic 2002 events in
Gujarat. Modi was subsequently denied a visa to the US. Following Modi's
election victory, however, US President Barack Obama congratulated him
and invited him to his country. In September 2014, Modi visited the US to
address the UN General Assembly. He seized the occasion to meet with
President Obama: the two leaders discussed a number of issues among
which civilian nuclear energy cooperation, the Bali ministerial of the WTO and
agreed to cooperate on climate change, peace and stability in the Asia Pacific
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India's relations with
Russia are gaining
importance.

region. They agreed to intensify cooperation in counterterrorism and
intelligence cooperation - in 2014, the US replaced Russia as India's largest
defence supplier. US President Barack Obama, who had already paid a visit to
the country in 2010, visited India for a second time in January 2015,
becoming the first US President to attend the Republic Day Ceremony. This
visit revitalised the relations between the US and India. During his visit,
President Obama also delivered a message on importance of empowering
women and expressed criticism on religious intolerance in India.
On 11 December 2014, Russian President Vladimir Putin paid a one-day visit
to India on the occasion of the annual Russia-India summit. India does not
support Western sanctions against Russia. The two sides discussed nuclear
and defence cooperation and held a summit aimed at reviving an 'old
friendship that has faded over the years'. In 2017, Russia will start gas supplies
to India. Modi had previously visited Russia as a governor of Gujarat, and has
already met with Putin since he became prime minister - Russia seems an
important factor in the foreign policy strategy that Modi is building. He
would not let Russia come too close to China, itself a key ally of Pakistan.

4.2

India's regional integration

Important obstacles
remain between the
member states of the
South Asian Association
for Regional Cooperation
(SAARC), which includes
India.

India is a strategic partner
of the Association of
Southeast Asian Nations
(ASEAN).

India is a member of the South Asian Association for Regional Cooperation
(SAARC), whose offices are located in Kathmandu. A first step towards
energising India’s international relations involved upgrading India's
involvement in the SAARC. For a start, Modi invited all South Asian heads of
states to his swearing-in ceremony.
On 26 and 27 November 2014, all SAARC leaders attended the 18th summit
in Kathmandu, under the theme of regional integration. They intended to
conclude agreements concerning road, rail, and power connectivity, but they
could only agree on a deal on energy. Indeed, many contradictions remain
amongst SAARC members, and the fact that China is seeking membership to
the association, a move so far blocked by India, is further aggravating
tensions.
India is a strategic partner of ASEAN and the two hold bilateral summits. Modi
attended the latest ASEAN summit in Myanmar in November 2014, where he
unveiled his 'Act East Policy' and held individual meetings with leaders of
Southeast Asian countries. He also attended the East Asia Summit which was
held just after the ASEAN summit. On the contrary, Modi did not attend the
10th ASEM summit which was held in Milan in October 2014. The country
was represented by Vijay Kumar Singh, Minister of State for External Affairs.
India has concluded trade agreements with a number of South Asian
neighbours, including Singapore, Korea, Japan, Nepal, Bhutan, Sri Lanka
Pakistan, Bangladesh and the Maldives. India is also part to regional
agreements, such as the South Asia Free Trade Area agreement (SAFTA), the
Asia Pacific Trade Agreement (APTA), the India-ASEAN agreement and the
South Asian Association for Regional Cooperation (SAARC) agreement on
trade in services.

19

Policy Department, Directorate-General for External Policies

5

EU-India relations

5.1

Relations between the EU and India

The EU and India are
strategic partners.

The EU upgraded its relations with India to a strategic partnership in 2004.
Since 1994, the relations between the two are governed by a Cooperation
Agreement, which covers trade and economic cooperation, as well as
political cooperation. Since 2000, the supposedly annual summits and
ministerial meetings are the most visible feature of the political dialogue.
Senior officials regularly meet to discuss foreign policy issues; regular
dialogues are held on issues of common concern such as security,
counterterrorism, human rights, migration and mobility, trade and
development, science and technology or environment and energy matters.
Yet despite many convergences across different domains, it is widely
acknowledged that the EU lacks visibility in India. PM Modi has started
deepening relations with India's main partners, but it remains unclear how he
intends to deal with the EU. On the side-lines of the G20 summit in Brisbane
in November 2014, Modi met with President of the European Council
Herman Van Rompuy as well as the EU heads of state and government. Modi
told Herman Van Rompuy, that the 'EU should take advantage of the new
economic environment in India' while Van Rompuy replied that Europe was
keen to re-engage with India in all areas, especially on trade. Modi, who has
not yet visited the EU, is expected to attend the Hannover Messe in Germany
in 2015, and to visit the UK as well.
The last EU-India summit was held in February 2012 in Delhi. No summit took
place in 2013 and 2014, but the next summit could possibly be held in 2015 provided that the fate of the two Italian marines prosecuted in India after
shooting fishermen in 2012 would not constitute a political obstacle to the
summit.

The case of two Italian
marines accused of killing
Indian fishermen in 2012
remains a negative factor
in EU-India relations.

Italy has claimed
jurisdiction over the case
20

In January 2012, two Italian marines, Salvatore Girone and Massimiliano
Latorre, stationed on board an Italian commercial ship in the context of an
anti-piracy operation, opened the fire on an approaching vessel. The vessel
turned out to be an Indian fishing boat. Two crew members were killed. The
incident took place in the Laccadive Sea, off the coast of Kerala. The Indian
Coast Guard requested the ship to enter the closest port and, after ballistics
tests, the two aforementioned marines were accused of the killings and
arrested by Indian authorities.
Their arrest and detention created an international law dispute between Italy
and India: the former argued that it had jurisdiction on the case since the ship
had an Italian flag and the incident didn't occur in Indian territorial waters;
the latter claimed jurisdiction on the two marines on the basis of the fact that
the shooting took place in the Indian Exclusive Economic zone. In spite of
arguments based on international law principles, Italy agreed to India
adjudication of the case, after the Indian government promised not to
require death penalty, and fully engaged in the Indian judicial procedures by
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because the marine’s ship
as flying an Italian flag
and because the incident
occurred outside of
India’s territorial waters.
India also claims
jurisdiction, because the
shootings occurred
within the Indian
Exclusive Economic zone.

The BJP-led government
has not changed India's
position on the matter.

On 15 January 2015, the
European Parliament
adopted a resolution on
the marines’ case, calling
for a rapid resolution.

providing the defense of the marines. They were detained in India for 4
months before being released on bail with residence in the Italian embassy in
New Delhi. In 2013, the Supreme Court of India removed the Court of Kerala
from the case, on the basis of the Federal State having jurisdiction on the
matter, and the Government of India announced the establishment of a
special court to hear the case. The decision was probably motivated by the
desire to speed up a case that would have a direct impact on the country’s
foreign relations. However, contrary to previous assurances not to ask a death
penalty conviction, in February 2014 the Indian Ministry of Home Affairs
decided to prosecute the Italians under the Suppression of Unlawful
Activities (SUA) Act, which entails capital punishment.
Both NATO and the EU have expressed concerns over the use of anti-terrorist
and anti-piracy legislation in this case. At the request of the Supreme Court,
the Indian government turned around its decision a few days later,
renouncing to seek death penalty under the SUA Act. The two marines are
currently waiting for the trial to begin; one of them had the permission to
come back to Italy for a determinate period of time because of medical
reasons.
Prime Minister Modi has not improved India's stance on the case, probably
because of its nationalist line and because the marines share the same origin
as Congress Party President, Sonia Gandhi. The EU HR/VP, Federica
Mogherini, issued a statement on 17 December 2014, stating: 'The situation
of these two European military personnel has been pending for almost three
years now. The EU has consistently called for a mutually agreeable solution,
in the interest of both Italy and India, based on international law. The issue
has the potential to impact the overall European Union-India relations and
has also a bearing on the global fight against piracy, to which the EU is
strongly committed. The EU will continue to follow closely the issue, is in
touch with the Italian government and reiterates its call for a swift solution'.
On 15 January 2015, the European Parliament adopted a resolution on this
matter, and urged to work urgently towards a solution. The resolution
highlighted the EP's concerns regarding the detention without charge of the
marines, and stressed that the lengthy delay and restrictions on freedom of
movement represent a serious breach of human rights.

5.2

EU programmes in India

In the 2007-2013 financial
period, the EU allocated
EUR 365 million to India
through its Development
Cooperation Instrument
(DCI).

The European Union allocated EUR 365 million in bilateral development
cooperation with India through the Development Cooperation Instrument
(DCI) to India in the 2007-2013 period. As India is a middle-income country,
development cooperation has been phased out from 2014. However DCI
funded thematic and regional programmes for Asia will continue. Under the
DCI regional programme 2014-2020, India can participate to 'green economy
action' or actions on regional cooperation; civil society organisation and local
authorities can be supported through the DCI thematic programme. Finally;
the thematic programme on Global Public Goods and Challenges can
provide support on issues such as climate change and environment,
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The EU has provided
significant humanitarian
aid to India.
Approximately 45 % of
the Partnership
Instrument (EUR 390
million) is to be allocated
to projects in Asia,
including India.

India and the EU have a
number of successful
student and academic
exchange programmes in
the areas of education,
research and innovation.

sustainable energy, human-social-economic development, sustainable
agriculture and food security, and migration and asylum.
The EU has provided significant humanitarian aid to India: ECHO has been
present in the country since 1995 and has responded to major emergencies,
such as the Orissa cyclone in 1999, the Gujarat earthquake in 2001, the
Tsunami in 2004, the Jammu and Kashmir earthquake in 2005, the Bihar
floods in 2008 and cyclone Phailin in 2013. Between 2002 and 2012, ECHO
also provided assistance to Sri Lankan refugees in India.
The Partnership Instrument (PI) envisages approximately 45 % (EUR 390
million) to be allocated to projects in Asia, including India. Regarding India,
projects are in preparation on inter alia energy, ICT, EU outreach/public
diplomacy sustainable urban development.
India and the EU have a number of successful student and academic
exchange programmes in the area of education, and of research and
innovation. Erasmus Mundus allocated EUR 53 million for the period 2008 to
2013. Approximately EUR 42 million could be implemented so far. Indian
students are the largest group of third-country participants in Erasmus
Mundus. Indian nationals are also eligible for Erasmus+, which is the 20142020 EU programme for Education, Training, Youth and Sport has a global
budget of EUR 14.7 billons.
Other programmes financed by the EU in India include a 10 MEUR 5-year
regional programme 'support to rural livelihoods and climate change
adaptation in the Himalaya" whose implementation started in 2013; the EUSouth Asia Capacity building for Disaster Risk Management which foresees an
EU financial contribution of EUR 10M is meant to be implemented through
an IMDA by the Global Facility for Disaster Reduction and Recovery, a facility
managed by the World Bank; Asia SWITCH which focuses on production
performance of SME's (out of the total of 81 projects, 10 projects are being
implemented in India).

5.3

EU-India trade relations

Figure 6:
India's trade in goods with
the EU (2013)

Exports to EU:
Value 2013:

EUR 36 809 million

Imports from EU:
EUR 35 874 million

EU's rank (for India), 2013:

1

2

India's rank (for EU), 2013:

8

11

% of India's total, 2013:

16.6 %

10.7 %

% of EU total, 2013:

2.2 %

2.1 %

Source: DG Trade

India's pharmaceutical
exports to the EU have
22

It has yet to be seen what impact the EU import ban on Indian
pharmaceuticals (adopted in 2014) will have on overall EU-India trade
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been negatively affected
by revelations of fraud in
the sector.

(chemicals and related products represented a share of 15.3 % of total
imports in 2013, of which 3.5 % were pharmaceuticals). With its import ban,
the EU reacted to manipulated quality controls that Indian laboratories have
been carrying out and which affect nearly hundred individual pharmaceutical
products. Other Indian manufacturers of pharmaceuticals failed to meet the
EU's sanitary and phytosanitary (SPS) requirements.
EU-India trade in goods declined from 2011 to 2013 (see table below):

Figure 7:
EU-India trade in goods,
in EUR billions

Year

EU imports

2011

39.9

40.5

0.6

2012

37.4

38.5

1.1

2013

36.8

35.8

1.0

EU exports

Balance for the EU

Source: DG Trade

The EU's trade in services increased only moderately from 2011 to 2013 (see
table below):
Figure 8:
EU-India trade in services,
in EUR billions

Year

EU imports

2011

11.0

11.8

0.8

2012

10.7

11.8

1.1

2013

11.2

12.5

1.3

EU exports

Balance for the EU

Source: DG Trade

The EU's FDI stocks in India have reached substantial levels, and Indian FDI in
the EU has grown as well. Prominent Indian investments in the EU include the
purchase of Chorus Steel and Jaguar Land Rover by Tata, as well as
Betapharm by Dr Reddy. Generally, Indian investments are concentrated in
the sectors of machinery, steel, automobile parts and pharmaceuticals.
Figure 9:
Foreign direct investment
in India, 2012 in EUR
billions

Year

Inward stocks

2012

8.8

Outward stocks
41.8

Balance
33.0

Source: DG Trade

Prime Minister Modi has
not devoted much
attention to India's most
important economic
partner, the EU.

An EU-India FTA would boost economic exchanges. However, negotiations
launched in June 2007 have not moved forward for quite some time, despite
the clear commitment expressed at EU-India summits and in numerous
rounds of intensive negotiations. The European Commission's advances
towards the Modi government in the hope of reviving the stalled
negotiations, have allegedly not found a positive response.
A number of issues have yet to be resolved:
The human rights clause foreseen for the FTA will be taken from the EU-India
Cooperation Agreement. The FTA will require the parties to effectively
implement the core labour standards of the International Labour
Organisation. The form and content of a sustainability clause is still under
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discussion, as India has previously opposed including such a clause in a trade
agreement.
Negotiations on an FTA
between the EU and India
– stalled for years – have
not re-appeared on the
bilateral agenda.

India continues to benefit
from the EU's unilateral
Generalised System of
Preferences (GSP).

Various civil society non-governmental organisations (NGOs) and politicians
have voiced opposition to the FTA with the EU, partly because they believe
that cutting the tariff to zero — as is currently envisaged —on more than 90
% of Indian imports from the EU, including industrial and agricultural goods,
could be fatal for sectors previously protected, notably agriculture. The
European Commission (EC) has sought to allay fears by arguing that only 3 %
of bilateral trade today consists of agricultural products. The areas in which
the EU expects an Indian offer include cheese, chocolate, wine and spirits,
pasta and olive oil; these are products only purchased by relatively small
numbers of Indian and expatriate consumers and would therefore not have
an impact on food security. The EU's main interest lies in the field of industrial
goods. For all tariff reductions, an asymmetrical approach has been foreseen
in the degree of market-opening in India's industrial and agricultural sectors.
While the EU has waited for the Indian offer, India has increased its tariffs on
automobiles. India would also like to see certain tariff lines excluded from
market access offers, including elements of the chemical sector, certain
electronic goods, automobile and wines and spirits. However, the EU will not
accept India's increase of tariffs while negotiations are on-going, or the
country's efforts to exclude those industrial sectors in which the country is
competitive internationally.
Today, India's average applied tariffs are 14%, and its bound tariffs12 within
the WTO framework average 114.2 % (compared to the average EU tariff of
1.5 %). The pressure that EU negotiators could apply to their Indian
counterparts is somewhat limited, because India has the status of a
developing country and benefits from the EU (Standard) Generalised System
of Preferences (GSP). In 2013, imports from India totalled EUR 36.8 billion, of
which goods worth EUR 18.3 billion entered the EU under the preferential
tariff scheme. With these volumes, India used 83 % of its quota. The largest
share of preferential imports (EUR 1.8 billion) refers to machinery and
equipment.
For India, the service sector is of particular interest. India is seeking market
access in terms of what is called 'Mode 4' of the services trade in the General
Agreement on Trade in Services (GATS): 'the presence of natural persons'. At
the same time, the country has been slow to permit foreign banks to offer
retail services. Restrictions are also to be found in transport and other service
sectors.
India has liberalised its investment regime considerably. Yet, a number of

European Commission, DG Trade: Binding is a form of concession under WTO rules in
which a party or parties agree to ‘bind’ their maximum tariff levels for a product by placing
that tariff level on record in Geneva. These bound tariff rates become part of a state
schedule of concessions. In practice, many states do not apply their bound tariff rates but
much lower duties. These are called applied tariffs and the difference between them is
sometimes referred to as a binding overhang or 'water'.
12
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important sectors, such as telecommunications, insurance, banking,
supermarkets and aviation, still face restrictions on foreign ownership. India
argues that before opening up markets to foreigners, national legislation
must be adapted. Legislative proposals to this end, however, have been
immobilised in the Indian Parliament for years.
India is not a signatory to the WTO's Plurilateral Agreement on Government
Procurement (GPA), but has observer status. The EU will not insist on
surpassing current Indian legislation on public procurement, but will rather
limit access to what is currently permitted: public procurement of federal
public utilities and classical public sector bodies, such as the Ministry of
Transport and the Departments of Commerce and Disinvestment. Another
open issue is how to protect intellectual property rights (IPRs), especially in
the pharmaceutical sector.
With an FTA in place, foreign direct investment (FDI) – and in particular the
EU's FDI in India – is expected to increase. This growth would likely generate
net benefits in terms of economic growth for both partners.

5.4

Outlook for the European Parliament

The EP Delegation for
relations with India is one
of the Parliament's oldest.
Unfortunately, it has no
equivalent in the Lok
Sabha.

Despite the absence of a legal framework or institutional agreement covering
relations between the EP and the Lok Sabha, the Delegation for relations with
India is one of the oldest of EP’s delegations to third countries. The first
meeting between Parliament and the Lok Sabha took place in 1981. In 2008
the Lok Sabha established a Friendship Group for Relations with the EP to act
as counterpart to the Parliament delegation. Unfortunately, it was not reestablished after the 2009 elections, despite several requests from the
European side. For this reason, the relations between the two houses have
not had the character of formally established inter-parliamentary meetings
(IPM).
The most recent visit by the Delegation to India took place in April-May 2013
on the occasion of the IPM in Delhi and Kolkata. In October the same year, a
delegation of the Committee on International Trade (INTA) held talks in Delhi,
Pune and Mumbai. MEPs met also with members of the Standing Committee
on Commerce of the Indian parliament. Exchanges between the European
and the Indian Parliament's staff – including policy hubs and reciprocal visits
– have complemented the political exchanges.

In India, the parliament
does not have
competence for foreign
affairs.

Despite the fact that the Indian parliament has no competence in foreign
policy – even in relation to trade and investment agreements – the country’s
parliament could contribute to re-launching the stalled negotiations on the
EU-India FTA. Many issues that have been left open in these negotiations
depend on reform projects awaiting decisions by the Lok Sabha. These
include further opening India's insurance and banking sector, as well as
reforming the country’s intellectual property right protection, especially in
the pharmaceutical sector.
The EP has addressed India in several resolutions (see the table on p. 3), in
particular the resolution on 'the state of play in the EU-India Free Trade
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Several EP resolutions
have addressed Indian
human rights issues, in
particular violence
against women.

6

Agreement negotiations', adopted on 11 May 2011. MEPs insisted that the
FTA be adopted with multilateral rules, specifically WTO rules and called on
the Commission to include a legally binding clause on human rights in the
FTA. Other resolutions adopted by the EP have raised human rights issues,
such as the resolution on 'Violence against women in India' on 17 January
2013, the resolution on 'Caste discrimination in India' on 13 December 2012.
Finally, the MEPs have adopted resolutions on the death penalty, following
executions in India, on 7 July 2011 and 23 May 2013.

Policy options
India is not only a strategic partner for the EU; it is also a like-minded
partner. As the world's largest democracy, India could overtake China to
become the world's most populated country around 202813. By then, the EU
should ensure that it is perceived as a credible partner by Delhi. A new
political era started last year with the election of BJP Prime Minister
Narendra Modi. This provides an occasion for the EU to revive its political
relationship with India. Observers of the Indian political scene have too
often noticed that the EU is not well understood in India, despite an
excellent collaboration across many different fields between the two
partners, from student and academic exchanges to trade and economic
relations.
The fact that the negotiations for a Free Trade Agreement are currently
stalled should not stand in the way of the overall relations between the EU
and India.
Given the European Parliament's enhanced scrutiny role, the upcoming visit
provides an opportunity to confirm the Parliament's commitment to
reinforcing relations with India, and to express its views on issues of
particular interest, including:
- The situation of human rights, specifically the EU's stance against death
penalty and to encourage India to adopt a moratorium; to urge the country
to ratify the Convention against Torture and to proceed with reforms to end
the impunity of the security forces; and finally to stress the need to continue
with the efforts of protecting women, children and minorities;
- Call the Indian legislators to decriminalise homosexuality and halt the
violence against LGBT groups.
- The development of negotiations for an EU-India Free Trade Agreement;
- The importance to hold an EU-India summit as soon as possible, and to reset
the strategic partnership.
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Basic data

People and geography
Population
Capital city
Other major cities

1 252 billion

2013

Source: WB

New Delhi

22.2 million

Source: new
geography

Mumbai

16.9 million

Source: dto

Kolkata

14.3 million

Source: dto

Total land area

3 287 260 km2

Religion

Hinduism

80.5 %

Source: EIU

Muslim

13.4 %

Source: EIU

Christianity

2.3 %

Source: EIU

Sikhism

1.9 %

Source: EIU

Jain

0.4 %

Source: EIU

other

1.5 %

22 official Languages

Principal languages
include Hindi, Bengali,
Tamil, Urdu, Marathi,
Punjabi, Telugu,
Malayalam, and
Kannada.

Languages

Life expectancy at birth
Literacy rate (2011)

66 (2012)
74.04 %
(male: 82.14 %,
female: 65.46 %)

Source: worldstat

Source: IMF

Source: WB
Source: Census.india

Rankings
Name of index:

Ranking:

Explanation and source:

Human development
index

'Medium
Human United Nations Development Programme,
Development'
2014.
135/187

Press freedom

140 / 179

Reporters Without Borders,
The worldwide press freedom index, 2014

Freedom in the World

'free':

Freedom House, Freedom in the world, 2014.
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Policy Department, Directorate-General for External Policies

8

Map

Source: United Nations
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