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Introduction

India has become an increasingly influential actor in the global order and governance. No
longer merely an emerging power, it now operates with enhanced strategic clarity and
assertiveness, and above all, possesses the potential to shift power balances within an
international system undergoing profound transformation.

New Delhi’s role on the global chessboard will be largely shaped by a combination of internal
and external factors, the evolution of which will determine both its weight and positioning in
the international arena. In order to understand the trajectory of the Asian giant, this paper
examines the domestic political and economic dynamics that influence its growth path, as well
as its engagement with the wider world. Starting from the current context, each dimension is
assessed in terms of strengths and potential vulnerabilities that may either reinforce or
undermine India’s international standing over the medium to long term.

From a domestic political perspective, the stability ensured by the vast majority led by
Narendra Modi appears to facilitate the implementation of long-term policy agendas. However,
concerns persist regarding increasing polarisation and the erosion of democratic pluralism,
particularly concerning the benefits traditionally associated with political alternation and
institutional dialogue. On the economic front, while India’s quantitative growth is undeniably
significant, greater attention must be paid to qualitative indicators - such as regional and social
inclusion - as well as to the risk of oligarchisation posed by the growing influence of a limited
number of economic powerhouses.

Within this framework, India’s expanding capacity to spearhead global-scale initiatives, such
as new trade corridors, may support the development of its manufacturing sector and contribute
to a much-needed rebalancing of its trade deficit. In terms of foreign relations, India is currently
engaging both East and West with notable dynamism, leveraging its geography at the heart of
a critical maritime nexus in the Indian Ocean. Nonetheless, its increasing focus beyond the
immediate neighbourhood entails risks, particularly in times of heightened regional instability
such as the present.

Finally, India’s presence in major international and regional fora still requires further
consolidation to translate into tangible influence over the policy agendas they promote. In this
regard, the country’s posture of multi-alignment offers strategic flexibility but also carries the
risk of insufficient depth in relations with key global actors. To illustrate this dynamic, the
paper examines India’s relationships with the European Union (EU) and the United States,
while also considering the impact of recent developments on its ties with Russia and China.
The former two represent emblematic partnerships, marked by significant potential but also by
deep-rooted structural challenges, whereas the latter are more complex and fluid. Taken
together, these relationships offer a valuable lens through which to understand India’s global
ambitions and the tensions that accompany its rise.

1. India’s trajectory in domestic politics

Over the past few years, the Bharatiya Janata Party (BJP) has proved resilient to the tides of an
eroding consensus at the national level, being able to ensure a third mandate at the helm of the
country and consolidating its position in several state-level electoral contests, sometimes
against forecasts. Such a trend may suggest a certain degree of stability within Indian domestic
politics, potentially enabling the development of structural policies with a medium- to long-
term horizon, a crucial condition for a country in the midst of rapid growth. Looking ahead,
India’s domestic political future will depend on two key dynamics: the evolution of the BJP
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and the broader system in the post-Modi era, and the vitality of the opposition. While the former
will shape leadership patterns and federal balance, the latter will determine whether a credible
alternative can emerge, capable of generating internal momentum and strengthening India’s
external image and projection.

1.1 India’s trajectory in domestic politics

The 2024 Lok Sabha elections confirmed the coalition led by the BJP, the National Democratic
Alliance (NDA), as the leading political force in India. Yet, the BJP was unable to obtain an
absolute majority, binding the party to form a coalition government, since the NDA secured
293 out of the 543 seats of the Lok Sabha, with the BJP winning 240. These results marked a
notable decline compared to the 2019 NDA 353 seats,' and positioned the BJP quite far from
the 272-threshold necessary to obtain the full majority.> On the other hand, the opposition bloc,
the Indian National Developmental Inclusive Alliance (INDIA), led by the Indian National
Congress (INC), gained significant ground. Indeed, the alliance secured 234 seats, while the
INC nearly doubled its representation, rising from 52 seats in 2019 to 99.3

The BJP’s losses were particularly visible in traditional strongholds such as Uttar Pradesh,
home to party bastions like Varanasi and Ayodhya, the latter hosting the recently inaugurated
Ram temple. In particular, in Uttar Pradesh, the party came second with 33 seats, behind the
Samajwadi Party, allied with the INC, reflecting the predominance of concerns over inflation
and unemployment compared to the BJP’s Hindu nationalist platform.* These results were
substantially different from the previous national elections, when the BJP won 71 out of the 80
seats in 2014 and 62 in 2019. Another setback was represented by the State of Maharashtra,
where the BJP won just nine seats, 24 fewer than in 2019, while the INC obtained 13 seats.>
Beyond economic dissatisfaction, these results can also be explained by the effectiveness of
the opposition’s message focused on the constitutional rights of disadvantaged communities,
which was well received by Dalit and Muslim voters. Although Modi retained his seat in
Varanasi, he lost 328,000 votes compared to 2019.°

Nonetheless, the recent state-level elections in Haryana, Maharashtra, Delhi, and most recently
in Bihar, reversed the national trend observed in June 2024. In Haryana, the BJP secured a third
consecutive term, contrary to negative exit poll forecasts, probably thanks to the party’s series
of strategic decisions, such as appointing Nayab Singh Saini, an Other Backward Classes
(OBCs) leader, as Chief Minister. This move dispelled criticism of the previous administration
while demonstrating the BJP’s interest in OBCs, who constitute about 40 per cent of voters in

! John Reed et al, “The humbling of Narendra Modi®, Financial Times, June 7, 2024,
https://www.ft.com/content/a66{fbd9-da95-4828-8baf-057b47357212.

2 General Election to Parliamentary Constituencies: Trends & Results, June — 20247, Election Commission of
India, last updated June 5, 2024, https://results.eci.gov.in/PcResultGenJune2024/index.htm; Astha Rajvanshi, “5
Surprising Takeaways from India’s Election Results”, Time, June 5, 2024, https:/time.com/6985897/indias-
election-results-takeaways/?utm.

3 Reed, “The Humbling”.

4 “General Election to Parliamentary Constituencies: Trends & Results June — 2024, Uttar Pradesh (Total PC-
80)”, Election Commission of India, last updated June 5, 2024,
https://results.eci.gov.in/PcResultGenJune2024/partywiseresult-S24.htm.

5 “General Election to Parliamentary Constituencies: Trends & Results June — 2024, Maharashtra (Total PC -48)”,
Election Commission of India, last updated June 5, 2024,
https://results.eci.gov.in/PcResultGenJune2024/partywiseresult-S13.htm

¢ Sanjay Kapoor, “India election: Why did Modi’s BJP lose in Uttar Pradesh, its fortress?”, A/ Jazeera, June 6,
2024, https://www.aljazeera.com/news/2024/6/6/india-election-why-did-modis-bjp-lose-in-uttar-pradesh-its-
fortress.

5


https://www.ft.com/content/a66ffbd9-da95-4828-8baf-057b47357212
https://www.ft.com/content/a66ffbd9-da95-4828-8baf-057b47357212
https://www.ft.com/content/a66ffbd9-da95-4828-8baf-057b47357212
https://results.eci.gov.in/PcResultGenJune2024/index.htm
https://results.eci.gov.in/PcResultGenJune2024/index.htm
https://time.com/6985897/indias-election-results-takeaways/?utm
https://time.com/6985897/indias-election-results-takeaways/?utm
https://time.com/6985897/indias-election-results-takeaways/?utm
https://results.eci.gov.in/PcResultGenJune2024/partywiseresult-S24.htm
https://results.eci.gov.in/PcResultGenJune2024/partywiseresult-S24.htm
https://results.eci.gov.in/PcResultGenJune2024/partywiseresult-S24.htm
https://results.eci.gov.in/PcResultGenJune2024/partywiseresult-S13.htm
https://www.aljazeera.com/news/2024/6/6/india-election-why-did-modis-bjp-lose-in-uttar-pradesh-its-fortress
https://www.aljazeera.com/news/2024/6/6/india-election-why-did-modis-bjp-lose-in-uttar-pradesh-its-fortress
https://www.aljazeera.com/news/2024/6/6/india-election-why-did-modis-bjp-lose-in-uttar-pradesh-its-fortress

Haryana.” Moreover, mistakes by the INC also appear to have favoured the re-confirmation of
Modi's party. In this contest, particularly damaging were internal divisions within the Congress
and erroneous strategic decisions, such as the party’s focus on the Jat community in Haryana,
which seems to have penalised it among Dalit and OBC voters.® A similar scenario occurred
in Maharashtra, where the Congress-led Maha Vikas Aghadi alliance was defeated by the BJP-
led Mahayuti coalition, and the opposition’s promise to defend the Constitution and promote a
caste census proved less effective at the local level. On the other hand, the BJP was more
successful in attracting not only the Scheduled Castes and Tribes, but also the OBCs, women,
and farmers.® In Delhi, where the Aam Aadmi Party (AAP) had been ruling for the past twelve
years, the BJP obtained another significant victory, winning 48 seats out of 70.!° However, in
this case, the BJP’s principal opponent faced various difficulties, including a year-long scandal
in which the principal members of the AAP’s leadership were accused of corruption. However,
in this case, a significant role could have also been played by the recent approval of fiscal
norms concerning the Union Budget, which should mainly benefit the middle class.!!
Furthermore, in the latest election in Bihar, the NDA coalition led the polls with 202 seats out
of 243, leaving the main rival coalition with 35 seats.!?

1.2 The future of the BJP and the opposition in India

For several months now, the relationship between the BJP, particularly its leader Modi, and the
Rashtriya Swayamsevak Sangh (RSS), the party’s ideological compass, has come under
scrutiny, amid growing awareness that much of India’s domestic political future will hinge on
this dynamic. In particular, the 2024 Lok Sabha elections highlighted some issues of strategic
alignment between the RSS and Modi,'? with the former seemingly irritated by the latter’s
excessive centralisation of power. The reasons behind the partial distancing between the RSS
leadership and the BJP during the electoral period remain open to interpretation and may also
reflect internal positioning in response to Modi’s less-than-stellar result.

The results of the recent state elections, however, suggest that tensions have not been
particularly deep, at least so far. In fact, the RSS’s capillarity and grassroots structure, door-to-
door campaigns, small street meetings and targeted group interactions may have proved

7 “Modi Magic Prevails, Congress Stumbles: Five key takeaways from Haryana election results thriller, The
Economic  Times, October 9, 2024, https://economictimes.indiatimes.com/news/elections/assembly-

elections/haryana/modi-magic-prevails-congress-stumbles-five-key-takeaways-from-haryana-election-results-

thriller/articleshow/114044360.cms.

8 FP Explainers, “Haryana Assembly election results 2024: Why Congress suffered a shock defeat”, Firstpost,
October 8, 2024, https://www_.firstpost.com/explainers/haryana-assembly-election-results-2024-congress-defeat-
reasons-bjp-victory-13823307.html.

® Mausami Singh, “Decoding Congress’s colossal loss in Maharashtra polls: infighting, lack of unity”, India
Today, November 24, 2024, https://www.indiatoday.in/elections/assembly/story/maharashtra-polls-2024-results-
congress-loss-decoding-rahul-gandhi-maha-vikas-agadhi-2639238-2024-11-24.

10 Deepanshu Mohan et al., “Making Sense of Delhi’s Political Earthquake: Where Did AAP Lose This Election?”
The Wire, February 8, 2025, https://thewire.in/politics/making-sense-of-delhis-political-earthquake-where-did-
aap-lose-this-election.

I Archana Shukla, “Tax relief for Indian middle class — but will it boost economy?”, BBC, February 1, 2025,
https://www.bbc.com/news/articles/cx25k05plylo.

12 Abhishek Dey, “Modi’s ally returns as chief minister after sweeping Indian state polls”, BBC, November,
2025, https://www.bbc.com/news/articles/cx2y27y7yj60.

13 See for instance: Sudha Ramachandran, “Apoorvanand on Why RSS Will Not Oust Modi as Prime Minister
Just Yet”, The Diplomat, August 5, 2024, https://thediplomat.com/2024/08/apoorvanand-on-why-rss-will-not-
oust-modi-as-prime-minister-just-yet/.
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decisive in the latest elections.!'* The prominent role of the RSS activity in Haryana, for
instance, has been confirmed, with groups of RSS volunteers working across the 6,000 villages
of the State and apparently influencing candidate selection for various constituencies.' In
Delhi, the organisation was also highly active. Its eight divisions organised around 50,000
small meetings to promote the BJP, followed by regular feedback meetings to intercept the
perception of voters. The data collected from these efforts was then communicated to the state
unit.'® As mentioned, the most recent testing ground has been the state election in Bihar, where,
given the rising number of RSS volunteers in the state, as reported by the organisation itself, it
is plausible to presume the organisation had a prominent role during the electoral campaign.!’
In 2022, Bihar had 1,733 shakha (branches), and according to the RSS annual report, the
organisation is registering a constant increase in its ranks.!8

Against this background, two key dynamics must be closely observed to understand the
evolution of India’s domestic politics and its impact on the country’s international positioning.
Firstly, as long as the cooperation between the BJP’s leadership and the RSS persists, the
organisation's capacity will remain critical in shaping the party's political strategies and, by
extension, the electorate's choices. Recent reports of tensions between Modi and the current
Sarsanghchalak (Chief) of the RSS, Mohan Bhagwat, as well as the organisation’s apparent
support for Sanjay Joshi in BJP leadership circles, could generate some short-term friction.
Nonetheless, the alignment between the BJP and the RSS does not appear to be in question, as
it enables the former to perform well in elections and the latter to secure funding and expand
its territorial presence. This bond may therefore continue to represent one of the pillars
underpinning India’s domestic political equilibrium even beyond the Modi era.

More intriguing will be the contest over the new leadership model the BJP chooses to adopt,
an outcome shaped in part by its ongoing dialogue with the RSS. A less centralised leadership
model may prove less appealing to segments of the Indian electorate that tend to favour strong,
charismatic figures of authority. At the same time, Modi’s departure could pave the way for
the rise of highly polarising and divisive figures, driven by the ascendancy of the more extreme
wings of Hindu nationalism. Such a development could have potentially negative consequences
for India’s internal stability and social cohesion, as well as for its external image and its ability
to build pragmatic, non-ideological relationships.

1“Sudha Ramachandran, “How the RSS Propelled the BJP to Power Delhi State Elections”, The Diplomat,
February 12, 2025, https://thediplomat.com/2025/02/how-the-rss-propelled-the-bjp-to-power-in-delhi-state-
elections/.

15 Sanya Dhingra, “After sitting out LS polls, RSS campaigning hard for BJP in Haryana. ‘Not the time for anger’,
The Print, https://theprint.in/politics/after-sitting-out-ls-polls-rss-campaigning-hard-for-bjp-in-haryana-not-the-
time-for-anger/2294433/.

16 Express News Service, “RSS held 50k drawing room meetings in Delhi ahead of Assembly polls”, The Indian
Express, February 4, 2025, https://indianexpress.com/article/cities/delhi/rss-held-50k-drawing-room-meetings-
in-delhi-ahead-of-assembly-polls-9815961/

17 “RSS’s Sah Sarkaryavah Mukunda CR’s Press Briefing — Insights into Organisational Expansion, Social
Impact, Harmony and Unity”, Rashtriya Swayamsevak Sangh, March 21, 2025,
https://www.rss.org/Encyc/2025/3/21/RSS-s-Sah-Sarkaryavah-Mukunda-CR-s-Press-Briefing.html; See for
instance: Jatin Anand, “How RSS mobilised behind the scenes in Bihar to give NDA a leg-up, hold on to
Seemanchal lead”, The Indian Express, November 22, 2025, https://indianexpress.com/article/political-
pulse/how-rss-mobilised-behind-the-scenes-in-bihar-to-give-nda-a-leg-up-hold-on-to-seemanchal-lead-
10378940/

18 Madan Kumar, “RSS to expand its activities in all 534 blocks of Bihar in next two years”, March 16, 2022,
https://timesofindia.indiatimes.com/city/patna/rss-to-expand-its-activities-in-all-534-blocks-of-bihar-in-next-
two§a+-years/articleshow/90276767.cms; T weites: ¥ iftaer Wit wfaffy aw, S gmee 5126, ST &. aust - o,

21-23 == 2025%. wwErEr s SRR BEe g0 W ame ufees 2024 2025,

https://www.rss.org/pdf/Sarkaryawah%20Prativedan%202025-English.pdf.
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Secondly, attention must be paid to the state of health of the political opposition and its ability
to intercept long-term trends within the electorate. Electorally, the Congress party has been in
crisis for at least three decades, with 1984 marking the last time it secured a broad
parliamentary majority. Defections, splits, and erosion of its voter base have been compounded
in recent years by growing organisational and leadership challenges, revealing a lack of vision
and strategic direction.!” Above all, the party’s inability to construct an alternative narrative
rooted in inclusive nationalism has led to a series of significant defeats, punctuated only by
sporadic and short-lived signs of recovery.

However, the absence of a strong opposition, also due to constant pressure from large segments
of the ruling majority, risks weakening India’s entire political system. On the one hand, a
majority not subject to continuous scrutiny may tend toward power centralisation and reduced
transparency and accountability; on the other, certain segments of the population may remain
underrepresented for extended periods. In this context, the electorate’s growing tendency to
differentiate between national and state-level politics opens the door for opposition forces to
recalibrate their electoral strategies, focusing on local and state-specific issues. Similarly, the
opposition can attempt to position itself within the contradictions of a government that has
achieved significant successes, but has also generated considerable discontent among large
segments of the population who have yet to benefit from the country’s growth. This dynamic,
if paired with an effective alliance-building strategy (unlike what occurred in Delhi), could
help revive the opposition’s prospects and prevent its structural weakness from becoming a
broader obstacle to the country’s development.

2. Economy first: India’s path to a more prominent global role

India’s strategic positioning on the global stage and its influence within international
governance frameworks will be determined, to a significant extent, by its capacity to unlock
and mobilise its considerable economic potential. Robust economic growth, both in
quantitative and qualitative terms, is among the key factors that could secure the country a
place as a global power, allowing it to move beyond a purely regional framework. Conversely,
should persistent challenges compromise development prospects, India’s international role
may remain marginal and out of step with its geographic and demographic significance.

To fully realise its potential, India will need to determine how to navigate an increasingly
fragmented economic and commercial landscape, one that is rich in opportunities but also
marked by growing risks that must be carefully managed.

2.1 Understanding India’s economic growth trajectory

From an economic perspective, India is experiencing sustained growth, yet it continues to hold
vast and largely untapped potential. In purely quantitative terms, the country is growing at a
robust pace: according to recent estimates from the Reserve Bank of India (RBI), GDP
expanded by 7.8% in the first quarter of fiscal year 2025-26, with annual growth projected at
6.8%.2° This expansion is driven by strong domestic demand and public spending, supported

19 Hasan Zoya, The Congress party in decline, in the Oxford Handbook of Indian Politics, 2024, Oxford University
Press.

20 “RBI Monetary Policy: Repo Rate Unchanged, GDP Outlook Brightens”, Press Information Bureau (PIB),
October 1, 2025, https://www.pib.gov.in/PressReleasePage.aspx?PRID=2173560.
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by favourable climatic conditions and rising capacity utilisation.?! Encouraging signals are also
emerging from investment trends, which suggest broader participation in capex formation.
Specifically, gross fixed capital formation increased by 9.4% in the fourth quarter, compared
to an average of 6.2% over the previous three quarters: an indicator of optimism despite
turbulence in the global environment.??

Broadening the perspective, one of the key drivers of India’s national growth over the past two
decades has been its favourable demographics: namely, a young and expanding population that
drives the growth of domestic demand. Overall, the most dynamic sectors in this phase include
IT and digital services, finance, telecommunications, pharmaceuticals and construction. These
sectors have significantly contributed to value creation and employment. Structural reforms,
including the gradual liberalisation of foreign investment, along with increasing public
momentum in strategic areas such as infrastructure, have played a decisive role in boosting
productivity and integrating India into global value chains. As a result, the country’s share of
global nominal GDP has risen from 1.6% in 2000 to 3.4% in 2023, approaching the ranks of
the world’s top three economies.??

India’s economic growth trajectory has long been supported by substantial public investment.
Specifically, the budget for the current fiscal year proposes infrastructure investments totalling
approximately 128 billion dollars, equivalent to 3.1% of GDP.?* This effort has been
complemented by measures introduced by the Reserve Bank of India (RBI) aimed at expanding
credit and deepening capital market activity. Recently, the RBI placed particular emphasis on
the internationalisation of the rupee and the promotion of its role in trade, especially with
neighbouring countries. On this front, India has already initiated dialogue with BRICS nations
and has long been purchasing energy commodities from Russia in rupees. While the immediate
impact of these measures appears limited, the trend is clear: the country’s growth cannot be
decoupled from a strengthening of its currency, whose current share in the global foreign
exchange market remains minuscule today.?

India thus appears to be on track to become an upper-middle-income country within the next
seven years. However, reaching the status of a high-income economy by the centenary of
independence in 2047 remains a significant challenge. According to the World Bank, achieving
this goal would require sustained annual growth of around 7.8% over the next 22 years, an
ambitious target that would necessitate, among other things, raising the real investment rate
from the current level of approximately 33.5% of GDP to 40%, as well as revitalising the
struggling industrial sector.?® In fiscal year 2024-25, for instance, India’s growth was
supported by strong agricultural activity and stable performance in services, which offset the
slowdown in industry. On this front, the country’s demographic profile offers a promising
window of opportunity in the coming years, as India is expected to have one of the lowest
dependency ratios among major economies. However, these favourable conditions must be

21 Ibid.

22 Rumki Majumdar and Debdatta Ghatak, “India economic outlook, August 2025”, Deloitte Insights, August 5,
2025, https://www.deloitte.com/us/en/insights/topics/economy/asia-pacific/india-economic-outlook.html.

23 “The World Bank in India”>, World Bank Group, last updated October 6, 2025,
https://www.worldbank.org/en/country/india/overview.

24“EY on Budget 2025: Key amendments proposed in Union Budget 2025 for Infrastructure sector”, EY, February
1, 2025, https://www.ey.com/en_in/technical/alerts-hub/2025/02/budget-2025-infrastructure-sector.

25 Veena Venugopal, “India moves to internationalise rupee”, Financial Times, October 3, 2024,
https://www.ft.com/content/f2a242a9-3cc3-451¢-8b53-589926991¢c2c.

26 “India Country Economic Memorandum: Becoming a High-Income Economy in a Generation”, The World

Bank, https://thedocs.worldbank.org/en/doc/400139d320ead96a0ec624d3608d9b56-0310012025/original/India-
Country-Economic-Memorandum-2024-0227¢.pdf.
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matched by effective policy choices and structural reforms, particularly in human capital
investment, if the desired outcomes are to be achieved.

2.2 The dilemma of India’s growth: between manufacturing and services

Among the main constraints to India’s growth over the years have been the need to strengthen
its infrastructure network, still significantly underdeveloped in peripheral regions such as the
Northeast, improve the alignment between labour supply and demand,?’ and harmonise the
transmission of policies and regulations from the central government to the States.?® Although
these challenges appear significant, the issue of revitalising the manufacturing sector seems
even more complex. Over the past decades, successive Indian governments have launched a
series of initiatives to develop the manufacturing sector, aiming to strengthen the country’s
industrial base and reduce dependence on imports. Flagship programmes such as Make in India
(2014) and Aatmanirbhar Bharat (2020) were designed to attract investment, simplify
regulatory frameworks, and promote domestic production. These strategies have yielded
tangible gains in specific sectors, notably electronics, defence, and mobile manufacturing, and
have been accompanied by a marked increase in foreign direct investment inflows.
Nevertheless, they have fallen short of achieving the broader structural transformation
envisaged, as the overall contribution of manufacturing to GDP and employment remains
below targeted benchmarks. Progress has also been hindered by structural constraints,
bureaucratic inefficiencies, and a level of competitiveness that continues to lag behind other
global manufacturing hubs. At the same time, excessive protectionism and limited investment
in R&D have further contributed to this underperformance.

As a result, India’s manufacturing sector continues to account for a relatively small share of
total value added, lagging behind regional peers with comparable income levels. Countries
such as Uzbekistan and Bangladesh, despite having similar per capita GDP, exhibit a
significantly higher contribution from manufacturing to their economies. This structural
weakness has important labour market implications: the limited expansion of industrial
employment opportunities contributes to persistently high unemployment rates, particularly
among women.?’ According to the International Labour Organisation (ILO), India’s female
labour force participation rate (LFPR) stood at approximately 31 per cent in 2023, roughly half
the rate observed in major global economies.3? Other issues linked to the persistent weakness
of India’s manufacturing sector include low productivity, a sustained trade deficit, and pressure
on the exchange rate.

India’s ambition to become an advanced economy by 2047 has renewed debate over its
development model, marked by an atypical transition from agriculture to services. However,

27 See for instance: Arya Roy Bardhan, “Tackling India’s employment problem: Budget 2025-26”, Observer
Research Foundation, January 29, 2025, https://www.orfonline.org/expert-speak/tackling-india-s-employment-
problem-budget-2025-26; Kumar Kunal, “India faces skilled worker shortage, needs to bridge demand-supply
gap: Study”, India Today, September 28, 2024, https://www.indiatoday.in/india/story/india-faces-skilled-worker-
shortage-urgent-need-to-bridge-demand-supply-gap-study-2607954-2024-09-28.

28 Ambar Kumar Ghosh, “The Paradox of ‘Centralised Federalism’: An Analysis of the Challenges to India’s
Federal Design”, Observer Research Foundation, September 17, 2020, https:/www.orfonline.org/research/the-
paradox-of-centralised-federalism-an-analysis-of-the-challenges-to-india-s-federal-design.

2 Chaitra Purushotham et al., “India Womenomics: A Step Forward in a Long Journey Ahead”, Goldman Sachs
Group, Inc., June 6, 2025, https:/www.goldmansachs.com/pdfs/insights/goldman-sachs-research/india-
womenomics/India-Womenomics-redacted.pdf.

30 According to India’s official Periodic Labour Force Survey (PLFS), the female LFPR for 2023-24 is reported
at 42 percent. While higher than the ILO estimate, it remains more than 10 percentage points below the average
observed across major global economies.
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although it has become a competitive strength of the national economy, the services sector
alone struggles to absorb the country’s large workforce, which is marked by relatively low skill
levels. In this context, economists Raghuram Rajan and Rohit Lamba argue that India should
avoid relying solely on low-skilled manufacturing or focusing exclusively on services and
instead pursue a hybrid model that combines high-skilled services with manufacturing, drawing
on the country’s human capital and linguistic strengths. Supporting the argument, at least in
appearance, is the resurgence of protectionism driven by the policies of the US administration
led by Donald Trump, which has further complicated India’s strategic choices and undermined
the sustainability of growth models based on external demand for goods. India, anyway, should
not be forced to choose between manufacturing and services. Indeed, its regional and cultural
diversity allows for the adoption of differentiated economic models and production systems
across the country. The challenge lies in pursuing a distinctive growth path that avoids
replicating outdated frameworks and instead responds effectively to contemporary demands.
Against this background, India’s ability to attract foreign capital and technology, and to fully
integrate into global value chains, will be crucial, not least to avoid falling into the so-called
middle-income trap.3!

3. Connectivity projects and trade relaunch: IMEC and BIMSTEC

Integrating the country into global value chains is essential to enhancing India’s
competitiveness, rebalancing its trade deficit, and strengthening both regional integration and
its global economic role. The development of new trade corridors and the consolidation of
existing exchange routes are central to this effort. In the current international context, two
interconnected initiatives stand out for their strategic relevance: the India-Middle East-Europe
Economic Corridor (IMEC) and the Bay of Bengal Initiative for Multi-Sectoral Technical and
Economic Cooperation (BIMSTEC). These frameworks are instrumental in asserting India’s
presence in the Indian Ocean and in deepening its economic and commercial ties westward
with the European Union, the Middle East, and eastward across the Bay of Bengal.

3.1 IMEC and India: opportunities and challenges of the new Indo-Mediterranean
corridor

Among the economic and commercial initiatives in which India plays a leading role, IMEC is
undoubtedly the one with the greatest potential. The Indo-Mediterranean corridor project,
proposed by Indian Prime Minister Narendra Modi at the 2023 G20 Summit in New Delhi and
aimed at strengthening links between the Indian Ocean and the Mediterranean Sea, seeks to
enhance trade relations between India, the Middle East, and Europe by offering an alternative
to China’s Belt and Road Initiative (BRI) as well as to the trade route that passes through the
Suez Canal. IMEC is currently being implemented along two of its three main segments: the
eastern leg connecting India to the Gulf, and the western leg involving Greece, Italy, and
France. The Middle Eastern segment, instead, remains frozen pending regional stabilisation.3?

From India’s perspective, IMEC is part of a broader strategic vision that directs the country’s
attention westward toward the Middle East, where new key partners have emerged, especially

31 Noopur Sen and Michael Walton, “Big Potential, Big Risk: Underachieving Indian Capitalism and the Middle
Income Trap”, in Policy Challenges 2019-2024, Centre for Policy Research, https:/cprindia.org/wp-
content/uploads/2022/03/Policy-Challenges-2019-2024.pdf.

32 Tiziano Marino, “L’IMEC al centro della cooperazione strategica tra India e Unione Europea”, Aspen Institute
Italia, October 17, 2025,
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Israel and the United Arab Emirates. Besides, the Indo-Mediterranean corridor responds to the
Euro-Atlantic bloc’s need to diversify economic and commercial partnerships in the region by
offering alternatives to China and also reflects the renewed importance of India—EU relations.
Domestically, IMEC could serve as a driver for integrating major infrastructure modernisation
plans such as the Sagarmala Programme and the Bharatmala Pariyojana, aimed at reducing
logistics costs, which in India are estimated to account for nearly 13% of GDP, well above the
global average. Moreover, stronger commercial connectivity to the West would allow, at least
in part, for a rebalancing of the trade deficit by reviving the manufacturing sector.

India’s intention to transform its logistics ecosystem is also reflected in the launch of ambitious
initiatives like PM Gati Shakti and the National Logistics Policy. According to the World
Bank’s Logistics Performance Index, the country is making progress but still ranks below the
top twenty, particularly due to the efficiency of its customs system and the overall quality of
trade and transport infrastructure. On the external front, the Indo-Mediterranean corridor,
which includes components of digital connectivity and advanced energy infrastructure, would
strengthen India’s economic and political position in the Indian Ocean, a region where
competition with China over control of ports and vital Sea Lines Of Communication is
intensifying.>* Even as Middle Eastern instability persists and the normalisation process
between Israel and Arab countries remains stalled, IMEC could begin to develop along existing
maritime routes.

3.2 BIMSTEC: the enduring challenge of connectivity in the Bay of Bengal

IMEC is not a standalone initiative, but a core component of India’s broader strategic vision
focused on its immediate neighbourhood. The new trade routes are designed not only to
enhance connectivity along the western coast but also to extend eastward toward the Bay of
Bengal, a region where infrastructure projects have long faced structural and political
challenges. In this context, India has renewed its multilateral engagement through BIMSTEC,
aiming to strengthen regional cooperation and address persistent regulatory fragmentation and
instability among key actors. However, India’s efforts have so far proven unsuccessful due to
deeply rooted structural challenges.

After years of relative setbacks, the member countries of the initiative, strongly driven by India,
reached a broad consensus in the first half of 2025 to move forward with the development of
BIMSTEC. Global trade tensions have prompted India and its regional partners to accelerate
efforts to diversify trade routes and partially reshape the regional trade geography. These
efforts culminated in April 2025 at the BIMSTEC summit in Thailand with the adoption of the
first roadmap in nearly three decades since the initiative’s launch: the Bangkok Vision 2030.34
The initiative, announced by then Thai Prime Minister Paetongtarn Shinawatra, aimed to
overcome longstanding challenges related to institutional capacity and financing mechanisms,
as well as to revive promising projects such as the Master Plan for Transport Connectivity and
the Grid Interconnection.® However, once again, regional instability hindered efforts to move

3 Marco Di Liddo et al., “Dal Mar Rosso a Malacca: la competizione strategica per i porti della regione
dell’Oceano Indiano”, Approfondimento n. 224, Osservatorio di Politica Internazionale - Parlamento Italiano,
January 2025,
https://www.parlamento.it/application/xmanager/projects/parlamento/file/repository/affariinternazionali/osservat
orio/approfondimenti/P10224.pdf.

3 “pro Bimstec: Prosperous, Resilient and Open BIMSTEC”, Bimstec Secretariat, April 4, 2025,
https://bimstec.org/images/content_page pdf/1743399433 Press%20Release_31032025.pdf.

35 Sreeparna Banerjee et al., “BIMSTEC’s Bangkok Vision 2030: Aspiration Amidst Adversity”, Observer

Research  Foundation, June 20, 2025, https://www.orfonline.org/expert-speak/bimstec-s-bangkok-
visionscepticismdefence-2030-aspiration-amidst-adversity.
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forward, with two of the seven member countries, Nepal and Thailand, facing major setbacks:
the former saw massive street protests, while the latter experienced a conflict with
neighbouring Cambodia and the ousting of Shinawatra herself.

In this context, intra-regional trade among BIMSTEC members currently accounts for less than
six per cent of their total trade volume and shows no signs of expansion. Economic
interdependence remains limited, and the convergence between IMEC and BIMSTEC remains
theoretical. As a result, India risks letting yet another opportunity to enhance regional
connectivity slip through its fingers. Without sustained political and diplomatic commitment
from New Delhi, progress is likely to remain fragmented, leaving a critical void in the broader
effort to consolidate the country’s standing on the global stage.

4. India in the ever-changing international scenario

The growing international strategic competition and the redefinition of global power balances
are putting India’s multi-alignment strategy to the test, highlighting its strengths and revealing
its vulnerabilities. In recent years, in an effort to consolidate its global standing, New Delhi’s
diplomacy has moved decisively beyond its immediate neighbourhood, with a particular focus
westward toward the Middle East through the so-called “Look West” policy3® and the EU. At
the same time, India has worked to stabilise relations with China and to strengthen its strategic
partnership with the US, while ties with Russia have remained significant, especially in the
energy and defence sectors. In this scenario, the pursuit of a multipolar world and the goal of
achieving full strategic autonomy have guided India’s foreign policy choices.

Although this grand strategy has so far yielded moderately positive results,?” it now faces
several significant challenges. The first concerns the perception, especially among some actors
in the Euro-Atlantic bloc but not exclusively, that India’s foreign policy contains elements of
ambiguity. Relations with countries such as Iran and Russia are central to this perception and
contribute to a degree of scepticism regarding the possibility of deepening ties. The second
challenge relates to the persistent instability affecting India’s immediate neighbourhood, a
condition that continues to hinder the country’s ability to fully project itself beyond its borders.

In this context, further complicated by the unpredictability of the Trump factor, India’s
essential partnership with Washington experiences notable fluctuations, while Beijing
continues to expand its influence in the Indian Ocean by leveraging its strategic axis with
Pakistan, India’s long-standing rival. In a rapidly changing world, India must decide which
foreign policy path will allow it to assert itself as a global power. The strategic choice, which
has sparked intense debate among scholars and experts, lies between continuing along the path
of multi-alignment and strategic autonomy by seeking adaptive but limited partnerships, or
aligning with one of the emerging power blocs and abandoning its traditional approach to
international relations.3®

36 Tiziano Marino and Giuseppe Dentice, “India Looks West while the MENA Region Turns Eastwards”,
Insights 303, MEI-NUS, October 3, 2023, https://mei.nus.edu.sg/publication/insight-303-india-looks-west-
while-the-mena-region-turns-eastwards/.

37 Ian Hall, “India 2024: Challenges and Contention in Foreign Policy”, Asia Maior, Vol. XXXV, 2024, pp. 315-
339, https://www.asiamaior.org/the-journal/19-asia-maior-vol-xxxv-2024/india-2024-challenges-and-
contention-in-foreign-policy.html.

3Ashley Tellis, “India’s Great-Power Delusions — How New Delhi’s Grand Strategy Thwarts Its Grand
Ambitions”, Foreign Affairs, June 17, 2025, https://www.foreignaffairs.com/india/indias-great-power-delusions;
Ashley J. Tellis et al., “What Kind of Great Power Will India Be? — Debating New Delhi’s Grand Strategy”,
Foreign Affairs, July 30, 2025, https://www.foreignaffairs.com/podcasts/uncertain-future-us-relations-india.
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4.1 The transactional turn in US policy and strategic strains

The relationship between India and the United States has historically been marked by ups and
downs, with phases of strategic mistrust alternating with periods of growing cooperation. This
dynamic is partly attributable to the fact that, for decades, both parties have viewed their
relationship through the lens of their respective ties with rival powers such as Pakistan, the
Soviet Union and most notably today, China. Moreover, despite the steady rapprochement
between the United States and India since the turn of the century, the two countries remain
divided over specific fundamental long-term objectives, such as India’s refusal to acknowledge
Washington or any other actor as the sole global superpower.*® In recent years, the invasion of
Ukraine and the strengthening of ties between the Russian Federation and China have laid the
groundwork for a marked rapprochement between India and the United States, driven in part
by Washington’s intent to promote a political and economic decoupling, particularly in the
energy and defence sectors, between India and Russia.*

However, the inherently fragile nature of the relationship between New Delhi and Washington
resurfaced around mid-2025, following the abrupt policy shift of the Donald Trump
administration, which was clearly displeased by the uninterrupted continuation of Indo-Russian
trade, often conducted in local currencies. As a result, at the end of August 2025, the Trump
Administration announced the imposition of a 50 per cent tariff on Indian imports, half of
which was allegedly imposed due to India’s continued acquisition of Russian-sanctioned o0il.*!
The announcement rapidly dissipated the optimistic and widely spread perception that
President Donald Trump’s election would have represented a positive influence for the
relationship between Washington and New Delhi. Instead, it destabilised the strategic balance
that had underpinned this relationship over the past decades and had been initiated by P. V.
Narasimha Rao after the collapse of the Soviet Union.*? In this context, concerns have emerged
about Washington’s approach, particularly the possibility that rising tensions between India
and the United States could lead New Delhi to strengthen its ties with Russia and China.*} Since
the early 2000s, indeed, one of the central pillars of this relationship has been the shared
perception of concern surrounding the political, economic and military rise of China, and the
need for its containment. Now, this shared perception appears to be increasingly fragile.**

Some doubts remain as to whether the supplementary tariff imposed by the U.S. government
was truly intended to pressure the Russian Federation into showing greater willingness to reach
a compromise in the Russia—Ukraine war.* It appears more plausible, in fact, that the decision
was aimed at pushing India toward a more favourable trade agreement for Washington, having

39 A. Tellis, “India’s Great-Power Delusions”.

40 “Need to help India find alternatives to Russian military equipment: Biden admin tells lawmakers”, The
Times of India, January 28, 2023, https://timesofindia.indiatimes.com/world/us/need-to-help-india-find-
alternatives-to-russian-military-equipment-biden-admin-tells-lawmakers/articleshow/97399148.cms.

4! Nikhil Inamdar, “Trump's 50% tariff on India kicks in as Modi urges self-reliance”, BBC, August 27, 2025,
https://www.bbc.com/news/articles/cSykznn158qo.

42 Michelguglielmo Torri, “India’s US Policy 1991-2019: The Gradual Loss of Strategic Autonomy”, in India’s
Foreign Policy and Economic Challenges. Friends, Enemies and Controversies, eds. Silvio Beretta, Axel
Berkofsky and Giuseppe lannini (Springer 2023), pp. 149-177.

43 Chietigj Bajpaee, “Trump’s tariffs put strain on US-India ties, but relations will endure in the long run”,
Chatham House, August 12, 2025, https://www.chathamhouse.org/2025/08/trumps-tariffs-put-strain-us-india-
ties-relations-will-endure-long-run

4 Tanvi Madan, Faithful Triangle — How China shaped U.S. — India relations during the Cold War, Brookings
Institution Press, Washington, D.C., 2020.

4 NBC News, Meet the Press Full Episode - Aug. 24, Youtube, August 24, 2025,
https://www.youtube.com/watch?v=bq75y75XAkKM.
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the obtainment of market access to the agricultural and dairy sector in India as one of the main
objectives. However, the Indian Government is unlikely to permit such a concession, as these
sectors employ 44 per cent of the country’s workforce, which could potentially harm
economically a vast pool of voters.*¢ Further actions by the US Administration suggest that the
White House is seeking to maximise its leverage to achieve its objectives, as evidenced by the
announcement of the removal of a waiver on the Iranian Port of Chabahar, extended later for
six months, and the imposition of higher fees for H-1B visas, primarily used by Indians. If
officially confirmed, the suspension of the waiver is expected to have a moderate impact on
New Delhi. In fact, India has signed a ten-year agreement to operate the Shahid Beheshti
Terminal, established a $250 million line of credit for port infrastructure development, and
committed $120 million to cover equipment costs.*’ Regarding H-1B visas, 71 per cent of the
approved petitions in the 2024 fiscal year were for Indian nationals, and 64 per cent of all the
beneficiaries were linked to computer-related occupations, one of the primary economic sectors
in India.*®

These recent developments have also brought into question the advantages and limits of New
Delhi’s foreign policy and of multi-alignment. Some authors, such as Ashley Tellis, emphasise
the need to strengthen the relationship between India and the United States in light of the risks
associated with multi-alignment. They highlight the disparities between Indian and Chinese
capabilities, evident in the growth rates of their respective economies, the military gap, and the
way in which Beijing’s deeper integration into the Indo-Pacific region has enabled it to exert
significantly greater influence across the area.*’ Furthermore, the economic and military gap
between India and China is described as so significant that an even distribution of power in a
multipolar scenario would be to China’s advantage, because multipolarity will lead to the rise
of China and Russia with an erosion of US influence.>® On the other hand, proponents of multi-
alignment, such as former India Foreign Secretary Nirupama Rao, agree that India’s decision
to retain its independence is linked to the development of an increasingly divided international
community and see a complete alignment with the US as a vulnerable factor.>! So, while a
closer relationship between India and the United States may be necessary for New Delhi to
pursue its goal of becoming one of the central actors in global governance, India’s deeply
rooted independence in foreign policy and the recent posture adopted by the United States may
continue to constrain the deepening of such an alliance.

4.2 The Russian tightrope of energy and defence interdependence

Recent tariff pressure on India and new sanctions targeting Russia’s energy sector imposed by
the United States have cast renewed attention on the Indo-Russian axis. New Delhi and

4 Employment in agriculture (% of total employment) (modeled ILO estimate) — India, World Bank Group,
January 7, 2025, https://data.worldbank.org/indicator/SL.AGR.EMPL.ZS?locations=IN.

47 “Question NO. 44 Chabahar Port Project”, Ministry of External Affairs — Government of India, November 28,
2024, https://www.mea.gov.in/rajya-
sabha.htm?dt1%2F38631%2FQUESTION+NO+44+CHABAHAR+PORT+PROJECT=; ET Online, “US has
granted India a six-month exemption from sanctions on Chabahar port, confirms MEA”, The Economic Times,
October 30, 2025, https://economictimes.indiatimes.com/news/economy/foreign-trade/us-has-granted-india-a-
six-month-exemption-from-sanctions-on-chabahar-port-confirms-mea/articleshow/124947386.cms?from=mdr.
48 Homeland Security, “Characteristics of H-1B Specialty Occupation Workers — Fiscal Year 2024 Annual Report
to Congress — October 1, 2023 — September 30, 2024, U.S. Citizenship and Immigration Services, April 19, 2025,
https://www.uscis.gov/sites/default/files/document/reports/ola_signed hlb_characteristics congressional_report
_FY24.pdf.

4 A. Tellis, “India’s Great-Power Delusions”.

30 Ibid.
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Moscow remain bound by a robust strategic partnership across key sectors, which has largely
endured despite the protracted Russia—Ukraine conflict. The White House appears intent on
reducing the level of economic interconnection between the two countries, an objective that,
while conceivable in the long term, is neither economically nor politically desirable from
India’s perspective. Within India’s strategic community, some voices have long advocated for
a recalibration of ties with Russia, viewing them as a potential constraint on the development
of relations with the Euro-Atlantic bloc.>?> Nonetheless, the recurrent fluctuations that have
historically characterised India’s engagement with the “West” suggest that its posture toward
the Russian Federation is unlikely to shift significantly.

Indeed, the Indo-Russian relationship continues to be decisive in priority sectors for New Delhi,
particularly defence. Between 2020 and 2024, India was the world’s second-largest arms
importer, accounting for 8.3 per cent of global imports. During this period, Russia supplied 33
per cent of India’s total arms imports, and the two countries maintained close cooperation
through joint ventures such as Indo-Russian Rifles Private Limited and BrahMos Aerospace.
However, the war in Ukraine has raised concerns in India regarding Russia’s ability to honour
existing contracts and deliver the necessary components for maintenance.>® These concerns
have accelerated a gradual process of supply diversification and the development of domestic
production capacity. These trends are partially reflected in SIPRI data, which recorded a 9.3
per cent decline in Indian arms orders between 2020 and 2024, attributed to India’s growing
internal capabilities. SIPRI also noted a sharp drop in the share of Russian arms in India’s total
imports: Moscow accounted for 55 per cent between 2015 and 2019, and 72 per cent between
2010 and 2014. Today, suppliers such as France and Israel play an increasingly prominent role
in India’s defence procurement, while Italy and Germany are actively seeking to expand their
market share.>*

Energy remains another crucial pillar of the bilateral relationship, particularly in the oil sector,
which has come under renewed scrutiny in the latter half of 2025. According to data from the
International Energy Agency (IEA), India’s energy supply is covered by coal (46 per cent),
renewables (22 per cent), and oil (25 per cent).” In 2023, imported crude oil accounted for
88.2 per cent of total oil consumption, covering 57 per cent of the country’s overall energy
needs. At present, Russian crude represents roughly one-third of those imports, a level reached
following the outbreak of the Ukraine conflict, facilitated by discounted rates offered by
Moscow and the oil price cap agreement. India’s lack of energy self-sufficiency not only
underpins its relationship with Russia but also exposes the country to significant vulnerabilities.
In the event of security crises such as those witnessed in recent years in Europe and the Middle
East, India remains highly susceptible to fluctuations in global energy prices.

In this context, it remains difficult to envisage a short-term loosening of ties between New
Delhi and Moscow, particularly given their shared commitment to a multipolar vision of global
order. Considering India as a liminal power, whose foreign policy is shaped by strategic
flexibility and autonomy, it is unlikely that New Delhi would alter its approach toward key
partners such as Russia, which continues to play a significant role in priority regions, including
Afghanistan and Southeast Asia.

32 Swasti Rao, “Buying Russian oil, misreading Trump - 3 points will define India’s next energy strategy”,
ThePrint, August 8, 2025, https://theprint.in/opinion/buying-russian-oil-misreading-trump-3-points-will-define-
indias-next-energy-strategy/2717033/

3 Tiziano Marino, “Guerra e sanzioni alla Russia: quale impatto per 1’India”, CeSI, May 18, 2025,
https://www.cesi-italia.org/en/articles/guerra-e-sanzioni-alla-russia-quale-impatto-per-lindia.

>4 Mathew George et al, “Trends in international arms transfers — 20247, Sipri, March 2025,
https://www.sipri.org/sites/default/files/2025-03/fs 2503 _at 2024 0.pdf.

35 India, IEA, 2025, https://www.iea.org/countries/india.
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4.3 The China question and non-aligned: between ambivalence and limited normalisation

The recent trajectory of Sino-Indian relations reflects New Delhi’s intent to manage strategic
competition while avoiding the outbreak of conflict, striking a balance between détente and
deterrence.>® As previously noted, the relationship between the two Asian powers is embedded
within a broader framework in which the role of the United States remains fundamental. This
became particularly evident when, following the trade dispute initiated by the Trump
Administration, Prime Minister Modi chose to travel personally to China for the Shanghai
Cooperation Organisation (SCO) leaders’ summit in Tianjin. His participation signalled India’s
determination to preserve its strategic autonomy and maintain a focus on regional affairs,
without implying any intention to align with an anti-Western posture. Over the past years,
several steps have been taken toward a partial normalisation of relations between India and
China, although with mixed results. During the 2024 BRICS summit in Kazan, Modi and Xi
Jinping met after a long hiatus and announced a disengagement agreement along the Ladakh
border, marking a cautious signal of détente. Nonetheless, tensions persist, as the strategic
divergences between the two countries are structural and difficult to reconcile. Most notably,
India continues to regard the border issue as a top security priority and a key element in the
normalisation process, while China appears unwilling to make concessions on this front.
Further complicating the relationship is India’s significant trade deficit with China, which
reached $99.21 billion in the 2024-2025 fiscal year.” This represents a major vulnerability for
India, one that can only be addressed through a long-term, comprehensive, and complex
diversification strategy. Conversely, in light of the shifting global geoeconomic landscape,
increased cooperation with China may be envisaged, particularly in non-strategic and non-
sensitive sectors that could support India’s economic growth, a central priority for New Delhi.
Overall, if India aspires to become not only a regional power but a global one, it remains
unlikely that it will fully pivot toward China, which is both its principal strategic rival and a
key partner of its adversary, Pakistan.

In the context of India’s relations with China, its role within forums such as BRICS and the
SCO is particularly significant. India’s presence in these platforms should not be interpreted as
anti-Western, but rather as a response to several interconnected strategic imperatives: the
consolidation of strategic autonomy, the pursuit of a multi-aligned foreign policy, the ambition
to forge ties and represent the Global South, and the desire to reform a global governance
system that disadvantages countries outside the Euro-Atlantic bloc. India’s participation is also
viewed with interest by Washington, which sees New Delhi as a potential counterbalance to
efforts by Russia and China to reshape these organisations for their own interests. Ultimately,
although New Delhi seeks to affirm its role as a key actor in emerging economic and political
domains through these platforms, the consistent failure of such forums to produce tangible
results, whether in economic initiatives or political alignment, offers little support to India's
broader strategic ambitions.

Against this background, although further pressure from the United States could potentially
lead India to increase its cooperation with China, particularly within non-Western forums such
as BRICS and the SCO, a broad partnership between the two actors remains unlikely. India is
expected to continue pursuing a flexible and multi-aligned foreign policy, driven by the
protection of national interest and aimed at safeguarding its strategic autonomy.

%6 Ashley Tellis, “What Kind of Great Power Will India Be?”.
37 “Trade and Economic Relations”, Embassy of India - Beijing, China, last updated October 20, 2025,
https://eoibeijing.gov.in/eoibejing_pages/MjQ.
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5. Navigating the possible developments in the relationship between India
and the European Union

Amid the complexities of India’s recent foreign policy, its relationship with the EU stands out
as something of an exception. For some time now, ties between New Delhi and Brussels have
become central to both agendas, underpinned by a strategic alignment of interests that has few
precedents in the history of this partnership. As Brussels reconfigures its commercial
geography, the Indian market is gaining increasing relevance, particularly as a means of
offsetting the gradual economic de-risking from China. This shift is reinforced by initiatives
such as the IMEC project, aimed at strengthening the connection between the Mediterranean
and the Indian Ocean.

At the same time, the European Commission’s geopolitical turn, focused on enhancing the
Union’s defence capabilities, has captured New Delhi’s attention. For a long period, India
struggled to view the EU as a political actor, perceiving it instead as a free trade area, largely
due to the absence of a unified foreign and defence policy. Today, however, this relationship,
especially in light of developments in Sino-American relations, plays a key role in India’s
pursuit of its growth objectives. Within this framework, the central challenge lies in the ability
of both actors to reach a compromise on various contingencies, such as the ongoing
negotiations for a Free Trade Agreement (FTA). Furthermore, the deepening of bilateral ties
between India and individual European states lends additional momentum to a strategic axis
that is gradually consolidating.

5.1 A new dawn for Indo-European relations

In recent years, the relationship between the EU and India has gained unprecedented
momentum, opening new scenarios for strengthened cooperation. Europe’s perception of India
has transformed, seeing it as an indispensable actor in the Indo-Pacific, a crucial partner for the
diversification of its supply chains, a mitigator of security threats and a cooperator from trade
to technology.>® The political relationship between the parties has been framed in the last thirty
years by the 1994 Cooperation Agreement and by the 2004 Strategic Partnership. However,
these documents have struggled to be translated into concrete actions and higher objectives.
Much of this slow development has also been shown through the stall of the negotiations for
an FTA between Brussels and New Delhi, which were stopped in 2013 and resumed only in
2022. Nonetheless, the increasingly divided geopolitical chessboard has called these actors to
adopt a new form of economic pragmatism and strategic urgency. On the one hand, India and
the EU’s interests appear to align, particularly economically, as both parties seek to diversify
their markets, reduce dependencies, and collaborate in key strategic areas such as technology
and defence. Even so, there are still many spheres of asymmetry, such as India’s proximity to
Russia, its protectionism, and, on the other hand, European requests for market access to
sensitive sectors of the Indian economy and the application of rigorous sustainability standards.
Nevertheless, both parties demonstrate a readiness to make targeted concessions, thereby
mitigating the risk that unresolved divergences might impede the advancement of their
partnership.

38 Ursula von der Leyen, “Europe’s choice, Political Guidelines for the next European Commission, 2024-2029”,
July 18, 2024, https://commission.curopa.cu/document/download/e6¢d4328-673c-4e7a-8683-
f63ffb2cf648 en?filename=Political%20Guidelines%202024-2029 EN.pdf; High Representative of the Union
for Foreign Affairs and Security Policy, “Joint Communication to the European Parliament and the Council on a
New Strategic EU-India Agenda”, European Commission, September 17, 2025,
https://www.eeas.europa.cu/sites/default/files/2025/documents/JOIN_2025_50 1 _EN_ACT partl_v9.pdf.
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The consolidation and strengthening of the bilateral relationship is evidenced not only by the
high number of high-level visits and meetings, but above all by a series of initiatives, such as
the 2020 “EU-India Strategic Partnership: A Roadmap to 2025,” the EU’s Strategy for
Cooperation in the Indo-Pacific launched in September 2021, and the recent efforts to expedite
the conclusion of the FTA.%® The relationship between India and the EU is also based on
cooperation through the Global Gateway, in which the EU has committed 100 million euros to
a partnership with New Delhi, through the Asia-Pacific Regional Indicative Programme,
investing mainly in digital transition, trade and sustainability.®

At the moment, the EU is the largest trading partner in goods of India, with a bilateral trade of
120 billion euros in 2024, and around 6.000 European companies present in the country.
Furthermore, the EU covers 11,5% of India's total trade, while New Delhi is its 9% trading
partner. On the other hand, as regards services, trade reached 59.7 billion euros, while foreign
direct investments amounted to 140.1 billion euros to India in 2023 and 10.3 billion euros
toward the EU. In this context, the renewed interest in pursuing an FTA with India was
vigorously testified during the February 2025 visit of the College of Commissioners to Delhi.
The presence of such a large representation of the EU body indicated a significant increase in
interest of the group of 27 toward India. In addition, the willingness of both actors to reach an
agreement by the end of 2025 was further reflected in the higher frequency of negotiating
rounds that have taken place since then. In this framework, such urgency might have been
particularly propelled by the election of Donald Trump as President of the United States and
amplified by the Administration’s decision to apply tariffs on all its allies and partners, with
India being particularly targeted with a 50 per cent tariff.®' Nevertheless, even if the agreement
were to be approved by the end of 2025, its implementation, given its scope, would likely
proceed in phases to avoid disruptive effects.

Recently, the EU has presented a new strategic document to develop relations with India
further, the 2025 Strategic Agenda, which identifies five crucial pillars of cooperation. The
first concerns prosperity and sustainability, with the ratification of the FTA as the primary
objective, followed by collaboration to address weaknesses in the respective supply chains.
Technology and innovation have been chosen as the second pillar to promote the bilateral
endeavour in research cooperation, especially in the field of critical technologies. In particular,
this pillar includes the creation of new platforms for collaboration, such as the EU-India
Innovation Hubs or the EU-India Startup Partnership, designed to expand and coordinate
innovation, business activity and technological development in areas such as Al, quantum
computing, 5G/6G, semiconductors and cybersecurity. The objective is to enhance
competitiveness and bolster economic security by supporting the resilience of semiconductor
supply chains and fostering sectoral cooperation, particularly in research and development of
chip design and high-performance computing for AI.%% The third pillar is Security and Defence,
encompassing a vast range of cooperation sectors, such as maritime security, cyber defence,

% “BU Indo-Pacific  Strategy”, European Union External Action, November 6, 2024,
https://www.eeas.europa.eu/eu-indo-pacific-strategy-topic_en; “EU-India Strategic Partnership: A Roadmap to
20257, European Union External Action, July 15, 2020, https://www.eeas.europa.cu/eeas/eu-india-strategic-
partnership-roadmap-2025_en.

60 “India — International  Partnerships”,  European = Commission, https://international-
partnerships.ec.europa.eu/countries/india_en.

¢! “India — Trade and Economic Security”, European Commission, https://policy.trade.ec.europa.eu/eu-trade-
relationships-country-and-region/countries-and-regions/india_en; N. Inamdar, “Trump's 50% tariff on India”.

62 “Joint Statement: Second Meeting of the India-EU Trade and Technology Council, New Delhi (February 28,
2025)”, Ministry of External Affairs, February 28, 2025, https://www.mea.gov.in/bilateral-
documents.htm?dt1%2F39113%2FJoint+Statement+Second+Meeting+oftthe+IndiaEU+Tradet+and+Technolog

y+Council+New+Delhit+February+28+2025.
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intelligence sharing and counterterrorism, for which the parties already have a Joint Working
Group.% The launching of negotiations on a Security of Information Agreement is among its
objectives. The agreement should aim to ease the sharing of information, increase engagement
with hybrid threats in the Indo-Pacific and involve India in the Permanent Structured
Cooperation initiatives (PESCO).%* In the 2025 White Paper for European Defence “Readiness
20307, the European Commission already highlighted the opportunity to establish a Security
and Defence Partnership with India, and it also proposed enhancing defence industrial
cooperation with other Indo-Pacific partners, such as Japan and South Korea, with whom
Brussels has already established such a partnership.® First talks on bilateral security and
defence between New Delhi and Brussels occurred in 2022, which have worked to enhance
collaboration in maritime security and in co-development and co-production of defence
equipment. Already in the Roadmap to 2025, both parties aimed to expand security
cooperation, with the objective of strengthening military relations and cooperating on counter-
piracy, nuclear proliferation, and disarmament. Furthermore, in 2023, India and the EU had
their first joint naval exercise.% Connectivity and global issues, added to enablers across pillars,
cover the fourth and fifth pillars, expanding regional connectivity, expanding mobility and
connections with third countries and business communities. Following the Council of the
European Union's approval of the agenda, the 2026 EU-India Summit will mark a pivotal
moment for outlining the next steps and advancing its implementation. %’

In conclusion, both actors appear deeply engaged and committed to further developing this
relationship. However, the central question for the future is whether it can expand beyond
economic and commercial dimensions to fully encompass critical areas such as technology and
defence. The EU, in this regard, has the potential to serve as a pivotal partner in India’s
development trajectory, as well as in its broader ambition to elevate its international standing.
Realising this potential, however, will demand not only the sustained commitment that has
often been absent, but above all, a deep and lasting foundation of trust resilient enough to
endure over time.

®High Representative of the Union for Foreign Affairs and Security Policy, “Joint Communication on a New
Strategic EU-India Agenda”; “India and EU hold 15th Counter-Terrorism Dialogue”, Ministry of External Affairs
- Government of India, September 10, 2025, https://www.mea.gov.in/press-
releases.htm?dtl/40120/india+and+eu+thold+15th+counterterrorism+dialogue; “The EU launches a strategic
security partnership with India to counter Russia sanctions — Ukraine News”, India-EU Trade Council, September
18, 2025, https://eu-india.org/2025/09/18/the-eu-launches-a-strategic-security-partnership-with-india-to-counter-
russia-sanctions-ukraine-news/.

% “India, EU eeling defence and security partnership; Agree to work towards a free and open Indo-Pacific”, India-
EU Trade Council, March 4, 2025, https://eu-india.org/2025/03/04/india-eu-eeling-defence-and-security-
partnership-agree-to-work-towards-a-free-and-open-indo-pacific/; High Representative of the Union for Foreign
Affairs and Security Policy, “Joint Communication on a New Strategic EU-India Agenda”.

5 “White Paper for European Defence — Readiness 2030”, European Commission, March 6, 2025, p. 19,
https://commission.europa.eu/document/download/e6d5db69-e0ab-4bec-9dc0-
3867b4373019_en?filename=White%20paper%20for%20European%20defence%20%E2%80%93%20Readines
$%202030.pdf.

% “India, EU to hold security and defense consultations in early May”, India-EU Trade Council, January 22, 2025,
https://eu-india.org/2025/01/22/india-eu-to-hold-security-and-defense-consultations-in-early-may/.

7 “The EU launches a strategic security partnership with India to counter Russia sanctions — Ukraine News”,
India-EU Trade Council; “New strategic EU-India agenda: Council approves conclusions”, European Council —
Council of the European Union, October 29, 2025, https://www.consilium.europa.eu/en/press/press-
releases/2025/10/20/new-strategic-eu-india-agenda-council-approves-conclusions/.
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Conclusion

In the decades ahead, India’s role in global governance will be shaped by a constellation of
interwoven factors: the consolidation of its democratic fabric, the pursuit of inclusive
development to address social and regional disparities, the strategic realisation of its economic
potential, and the adaptability of its foreign policy to the evolving architecture of the
international system.

On the domestic political front, prolonged governmental stability has allowed the
implementation of medium-term structural policies, which are essential for a country at this
stage of its development. However, the chronic weakness of the opposition has partially
undermined the effectiveness of democratic checks and balances, paving the way for a broad
concentration of power that risks negatively affecting both the country’s development and its
international image. A pivotal moment for Indian politics, set to profoundly influence its
growth trajectory and global positioning, will be the end of the Modi era. The conclusion of a
period defined by strong and charismatic, yet also centralising and polarising, leadership will
indeed open up a landscape of significant uncertainty, in which the interplay between the BJP
and the RSS appears poised to play a decisive role.

In the economic realm, India’s ascent will depend on its ability to unlock its potential, pursuing
development that is both qualitative and quantitative. If India is to achieve its ambitious goals,
it should continue efforts to modernise infrastructure, while improving conditions for business
development as well as access to foreign investment in key sectors crucial for boosting
productivity. At the same time, the country should continue to consolidate its role in global
value and supply chains, including through the implementation of major projects such as IMEC
and partnerships like the FTA with the EU. Moreover, if New Delhi aspires to become a high-
income economy by 2047, raising the real investment rate, investing in human capital,
strengthening infrastructure, and harmonising policies between the central and federal States
will be fundamental. In parallel, it will be crucial to address the challenges facing the
manufacturing sector by reducing structural constraints and protectionist policies, while
promoting investment in research and development. The goal should be to build a growth
model capable of responding to current challenges by integrating high-skilled services with
industrial production, thereby fostering employment and consequently supporting domestic
demand.

Foreign policy represents a critical arena in which India will be required to strike a strategic
balance if it is to consolidate its role in global governance. Its multi-alignment approach,
formally rejecting binding alliances in favour of full strategic autonomy, offers considerable
room for manoeuvre yet also presents complex challenges that New Delhi must navigate with
skill. In particular, stabilising relations with the United States, maintaining its historic
partnership with Russia, and gradually normalising ties with China demand a sophisticated
exercise in political and diplomatic equilibrium. Within this framework, India cannot afford to
neglect its increasingly unstable and fragmented immediate neighbourhood, nor can it ignore
the rising expectations of the Global South, where it seeks to position itself as a credible and
alternative voice. Its role within the BRICS, reinforced by the group’s recent expansion,
provides a privileged platform to promote a more inclusive and multipolar order, while
simultaneously distancing India, at least in part, from the Euro-Atlantic bloc. In this complex
scenario, India’s ability to balance geopolitical pressures and strengthen its strategic resilience
will also depend on its capacity to engage Brussels and the EU member states in supporting its
global projection.
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