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Promoting a rules-based, multilateral global order is a central goal of the EU global
strategy on foreign and security policy, 2016. However, with the global shift of power
towards Asia, the established multilateral system and international organizations
are under increasing pressure. China is at the center of this challenge. Beijing-led
multilateral arrangements have economic and geopolitical implications for Europe
and India alike: they threaten Europe’s centrality in the Eurasian neighborhood and
markets, and could posit China as the primary actor in India’s near neighborhood.
And yet neither partner has found an effective approach to deal with these challenges.
Looking closely at regional connectivity projects including the One Belt, One Road
(OBOR), or Belt and Road initiative, this policy brief argues that they present similar
opportunities and challenges for the EU and India alike. By building on these
convergences, the two can revive their flagging strategic partnership and gain greater
influence in shaping the regional order in Asia.
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Policy Recommendations

¢ Promoting multilateralism: The EU needs to develop a strategy for proactively
engaging with new multilateral arrangements in Asia. To do so, it must utilize
its strategic partnership with India more effectively, focusing especially on the
emerging regional governance architecture in Asia.

e Coordinating positions: Common concerns on initiatives like OBOR offer new
opportunities for deepening EU-India cooperation. Building on these strategic
and normative convergences, European member states and India can develop
coordinated positions in platforms such as the Asian Infrastructure Bank (AIIB),
which will be used to fund OBOR projects. Similar strategy can be deployed when
the New Development Bank (NDB) starts accepting members in 2017. However,
this would require the EU to first develop a coordinated position among member
states on dealing with new institutions.

¢ Regional connectivity beyond OBOR: India is in the process of articulating its
position on regional connectivity and integration, which in rhetoric at least it is
similar to the EU’s vision. As India pushes for connectivity and infrastructure
development within South Asia and with Southeast and East Asia, the EU can play
arole through investments and capacity building to support regional integration.
There is also significant scope for infrastructure development within India.
While partners like Japan have used this opportunity to deepen their strategic
partnership with India, the EU is yet to capitalize on it. Given rapid urbanization
and initiatives like ‘Make in India’ which presuppose quality and resilient
infrastructure, the EU can play an important role and increase its visibility in
India by investing in infrastructure development and linking to initiatives like
Smart Cities.
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Introduction

According to its new Global Strategy on Foreign and Security Policy, the EU’s “primary
foreign policy goal is to promote a rules-based global order with multilateralism as
the key principle and the UN at its core.”” Embedding the EU’s interests and values in
the international system directly supports European security, prosperity, and growth.
However, as the geopolitical focus shifts towards Asia, the established multilateral
system, including the Bretton Woods institutions, no longer reflects the modern
geopolitical terrain. For these emerging powers, newer, more flexible platforms
like BRICS, BASIC (Brazil, South Africa, India and China) and the India-Brazil-
South Africa Dialogue Forum (IBSA) are a useful counterbalance to the Western-
dominated institutions. Much closer to a bricks-and-mortar reality in their focus on
infrastructure development, the Beijing-led One Belt, One Road initiative and the
AIIB are redrawing the map of the Asian continent, and are in direct competition with
existing development banks and investment schemes. If the EU is to achieve its foreign
policy goal of safeguarding a single, rules-based multilateral order, it will have to engage
more proactively with these new arrangements.

This policy brief argues that as the EU engages with Asia, it needs to work
with member states to invest in developing a more coherent approach towards
new developments like OBOR and AIIB. At the same time, the EU should focus on
reinvigorating its strategic partnerships with other countries in Asia, and in particular,
India. As the other emerging Asian power, India views China-led initiatives with
considerable trepidation. Like Europe, India is wary of the implications of OBOR,
which will position China as an important actor in its neighborhood. But India also
seeks to benefit from the opportunities that enhanced regional connectivity would
provide. Given the similar opportunities and challenges both actors face, this policy
brief argues that regional connectivity initiatives open new avenues for deepening EU-
India cooperation. Not only could the two develop joint positions on key issues within
institutions like the ATIB and on OBOR projects, but the EU could also cooperate on
infrastructure initiatives pushed by India within South and Southeast Asia, thereby
reinvigorating the EU-India strategic partnership.

Competing Multilateralism and the EU

The EU promotes a rules-based multilateralism, which differs from the more relational
forms emerging in the Asia-Pacific and espoused by emerging power constellations.
The EU’s doctrine of multilateralismis characterized by a preference forlegally binding
commitments and international regimes as outcomes and instruments of cooperation.?
These binding rules cover all policy fields — economic, environmental and social, as
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well as the internal organization of member states® — although participating states do
not view them as an assault on national sovereignty. The EU had hoped this model of
effective multilateralism would eventually become the global standard, with the EU at
the core.*

The emerging powers, on the other hand, have opted for afundamentally different
kind of multilateralism based on a purely intergovernmental approach, as seen on
platformslike BRICS. This form of multilateralismis characterized as ‘relational’ since
it employs informal mechanisms for building consensus among like minded partners;
it includes decision-making by consensus, absence of treaty obligations, respect
for national sovereignty, prioritizing growth and development, and a reluctance to
restrict economic growth with regulations on environment and human rights. In
general, formal institutions play a much weaker role, with member states connected by
relational rather than rules-based governance.

Yet, even if they do not generate binding rules, they do provide emerging powers
with platforms to coordinate positions at international negotiations. Unsurprisingly
given the unequal economic and political clout among the various “emerging” powers,
Chinaisincreasinglytakingaleadershiprole:itis consolidatingitsleadership of existing
groups like BRICS while lobbying for the establishment of a permanent G20 secretariat
in Beijing.” In the coming years, Chinese diplomacy will continue to promote more
informal and flexible forms of cooperation, gradually reshaping global governance. At
the same time, China will focus on regional leadership in Eurasia, raising concerns for
Europe.

Despite the significant changes underway, the EU has yet to develop an effective
policy to deal with the shifting power balance. In its engagement with emerging powers,
so far the EU has used the instrument of strategic partnerships with individual BRICS
countries. These partnerships, however, have not helped to overcome the different
views and interests of the EU and emerging powers.® This gap is especially acute in
Asia, where the EU has yet to play a significant role as a strategic actor, and where it is
all too-often crowded out by its member states.

Geopolitics of Connectivity

A driving force behind Asia’s growth in the global economy is its investment in
infrastructure and regional connectivity - facilitating both international trade and
foreign direct investment on the continent.” However, major infrastructure deficits
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in the region remain, particularly in cross-border infrastructure. As a result, regional
connectivity initiatives are on the rise in Asia. China’s OBOR initiative, which aims
to create a modern-day ‘Silk Road’ connecting Asia, Africa, and Europe over land and
via sea routes, stands out as a particularly important development. Building on Xi’s
New Security Concept, which states that economic development is a precondition for
security,ithasbeen called “the most ambitious infrastructure-based securityinitiative
in the world today.”® And not without merit: it promises to unlock the vast potential of
unexplored markets by building new infrastructure, institutions and inter-linkages. In

While India is yet to formulate an official strategy and response
to OBOR, it has raised questions about the kind of regional
order China has in mind.

fact, China has successfully prioritized infrastructure development not only on its own
foreign and domestic agendas but also on the agendas of many multilateral institutions
including the New Development Bank (NDB) and the AIIB - the latter especially cannot
be decoupled from OBOR.

Reaching beyond Asia, OBOR posits China as the primary engine of economic
development globally as well. Thus, the initiative has both economic and geopolitical
implications: First, it is meant to favor China’s geostrategic position and bring benefits
to Chinese enterprises. Second, with financial integration and policy coordination
as its two main pillars, there is also concern that OBOR may create a relationship of
dependency between amongst China and several Asian countries. Although the EU and
India each view the initiative with a degree of caution, neither has developed a coherent
policy response to it. However, the similarity of the challenges and advantages facing
both actors presents new avenues for cooperation within Asia that could benefit both.

For the EU, there is the concern that OBOR might threaten the centrality it
holds in its Eurasian neighborhood - capturing market share and promoting regional
frameworks developed in Beijing. Especially as China pursues a proactive policy
towards less-developed countries both inside and outside the EU,° the scramble for
Chinese FDI could further divide an already fraught union. In 2012, for instance,
China launched a new framework dialogue with Central and Eastern European (CEE)
countries, including EU members, under the 16+1 Summit. These annual meetings with
heads of governments are now combined with OBOR - as seen in case of the fourth
summit held in Hangzhou last November. The 16+1 Summit is neither bilateral nor

8 vander Putten, Frans-Paul and Minke Meijnders, China, Europe and the Maritime Silk Road (The Hague:
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European and could prevent Brussels from developing a common policy response to
OBOR. There is also a possibility that such frameworks could emerge in other parts of
Europe.”

Benefitting from “better connections with Asia’s dynamic economies,”" the EU
also stands to gain from OBOR, especially by way of increased market access and the
development potential of the countries along the route. So far, the EU has attempted
to align OBOR with Europe’s own infrastructure initiatives, but a cohesive, strategic
collaboration has yet to be reached. The EU wants China to participate in the general
infrastructure framework operated by the European Fund for Strategic Investments
(EFSI), while China would obviously like to work with its own platforms. Moreover,
there remain normative concerns about OBOR projects’ potential to undercut existing
multilateral standards for governance - especially the technical and environmental
requirements the EU would like enforced. China’s willingness to offer ‘attractive’
financing which might lead to market loss for EU companies, and of course there are
broader strategic implications of China setting the rules in Eurasia.'

For India too, the initiative raises a number of strategic concerns. Foremost
are concerns over national security raised by the planned China-Pakistan Economic
Corridor (CPEC), which will pass through Indian-claimed territories. Further projects
in India’s near neighborhood, including Sri Lanka, the Maldives and the Indian Ocean
Region — where India wants to play a leading role - are also cause for apprehension, as
they encroach on India’s perceived strategic domain. Thus, “the Indian view on OBOR
is no longer one of indifference, but of concern.”?

While India has yet to formulate an official strategy and response to the One
Belt, One Road initiative, it has raised questions about the kind of regional order
China has in mind. New Delhi rejects Beijing’s characterization of OBOR as a physical
connectivity project that will benefit all those involved, arguing instead that it was
instituted without consulting those who would be affected by it. On several occasions,
India has gone so far as to call OBOR a “national Chinese initiative” that is “unilateral”
and that it is not “incumbent upon other countries to buy (into) it.”** This is echoed in
Indian concerns about “hardwiring” norms and conditions into the region’s economy
without building broad-based consensus.'” Effectively, New Delhi complains that it is
being denied its rightful place at the table of Asian geopolitics, elbowed out by China’s

“unilateral” approach. To ensure its position, India is crafting an alternative approach
to regional connectivity - differing from China’s and already at work in a number of
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Indian connectivity initiatives in its neighborhood and Southeast Asia, as shown in the
sections below.

Somewithin the strategiccommunityin New Delhiare calling foramore nuanced
approach to OBOR, and argue that India should take advantage of the infrastructure
and trade benefits beyond the more controversial projects. For instance, they contend
that India should get on board with strategicinitiatives that stand to benefit the country

- particularly the satellite imaging center in Vietnam, the Iran railway corridor, and the
North-South Transport Corridor. ' Moreover, OBOR is seen as a valuable way for India
to gainreliable access to inner Asia, especially as Pakistan continues to refuse access to
Afghanistan and Central Asia. India has long viewed Iran as its main gateway to these
regions, as well as to Russia and Europe - OBOR projects give it an opportunity to build
this gateway through enhanced road and rail connectivity in Iran. As India develops
the Iranian port of Chabahar, it could also cooperate with China in developing other
commercial links to Central Asia.

Normative & Strategic Convergences Create
Room for EU-India Cooperation

Spurred into action by the Belt and Road initiative, New Delhi is already reaching out
to other interlocutors in Asia, voicing concerns over a unilateral Chinese approach and
stating it will not be a “passive recipient of outcomes.”” While China champions the
‘Asia for Asians’ narrative to keep out established powers like the US, it is not in India’s
interest to have a unipolar Asia. As India steps up its engagement with other actors like
the US, Japan and Southeast Asia, there might be space for re-engaging with Europe.

Within this context of regional connectivity projects and an emboldened Chinese
leadership, the EU and India’s strategic interests often converge — offering a viable path
to reviving their partnership. Albeit nascent, India is attempting to articulate its own
policy on connectivity which, in rhetoric at least, is closer to the EU’s vision. As seen
in recent diplomatic interventions,'”® India has stressed the importance of existing
multilateral frameworks like ASEAN, choosing to focus on the primacy of regional and
sub-regional actors in norm-setting within Asian institutions, distinct from Xi’s top
down approach for the Asian century.” In its engagements in the region, India has been
endorsing a multilateral cooperation in the Indian Ocean Region, showing a renewed
interest in regional integration, and adopting norms that regulate the behavior of
individual states in Asia.?°

Building upon these convergences, regional connectivity initiatives could be an
opportunity for the EU and India to find common ground. Doing so would also lend
an element of strategic cooperation to the EU-India partnership, a goal that has been

16 Sukumar.
17 Jaishankar.
18 Sukumar.
19 Ibid.

20 See Prime Minister Modi’s speeches on multilateralism in the Asia Pacific, specifically addressed at the
International Fleet Review (2016), available at http://pib.nic.in/newsite/mbErel.aspx?relid=136182 and 37
Singapore Lecture (2015), available at http://pib.nic.in/newsite/PrintRelease.aspx?relid=131821.



stressed many times in documents such as the Joint Action Plan and the Agenda for
Action 2020, but has yet to be achieved.

As the EU looks to promote its vision of multilateralism in Asia, India could be
an important ally. What this means in practical terms, beyond developing a common
vision for Asia, could be coordination on voting in platforms within institutions such
as the Asian Infrastructure Bank, which will fund many OBOR projects. While China
is the largest shareholder in AIIB, with 26 percent of voting rights, India is the second-
largest shareholder with 7.5 percent of the voting rights, as the US and Japan refused
to be founding members. European members together account for 21.8 percent.* If the
European states were to collectively cooperate with India on key issues, Europe and
India could gain a powerful voice in the bank.?? To do so, the partners need to develop
a shared agenda, especially on setting standards for finance, democratic governance
of staffing and best practices for OBOR projects, which are also important for India. A
similar strategy for EU-India cooperation could also be deployed in the NDB when it
starts accepting members in 2017. However, the EU will first need to generate internal
consensus among member states and formulate a common policy for dealing with new
institutions such as the NDB.

China’s increasing presence in nearly every South and South East Asian
country is “causing New Delhi to rethink and reimagine its neighborhood approach,”?
heightening its focus on social and physical infrastructure as a means of promoting
closer cooperation within South Asia, and with Southeast Asia.>* As the South Asian
Association for Regional Cooperation (SAARC) hits its usual roadblocks, India is
reviving old institutions like the Bay of Bengal Initiative for Multi-Sectoral Technical
and Economic Cooperation (BIMSTEC), which met on the sidelines of the BRICS
summit in Goa this year. India is pushing for expanding the focus of the group beyond
technical cooperation toinclude infrastructure development and connectivity between
the countries. Additionally, India is involved in a number of connectivity initiatives
in the North East, especially involving Myanmar, Bangladesh, and Thailand.?® India
recently announced a $5 billion investment in regional connectivity projects in
South Asia — which remains one of the least integrated regions in the world - to help
facilitate trade and deal with infrastructure deficits that hinder integration. These
include establishing integrated customs ports with Bangladesh, Nepal, Bhutan,*® and
developing economic corridors with the support of ADB. Since the EU’s larger goal in
South Asia is to support regional integration, it could work with India in supporting
these connectivity projects. The EU’s specific competencies lie in trade integration and

21 Peterson Institute for International Economics, “Who will hold the power in AIIB?” (2015), https://piie.com/
research/piie-charts/who-will-hold-power-aiib.
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export of regulatory frameworks; capacity building in South Asia through connectivity
projects could be one way of supporting regional integration, as well as investments
and technical cooperation.

In addition to the rise of China, the perceived withdrawal of the US is setting the
stage for a revitalized EU-India partnership. Conscious of the void left by the US, India
is seeking new partners in the region, but lacks the capacity to execute a grand OBOR-

As India develops its own approach to regional integration, it could
emerge as an important partner for the EU.

like project in the region on its own. By collaborating with the EU on investments and
capacity building for its own infrastructure development projects, it could enhance
connectivity within India and beyond its borders.

And finally, there is much scope for investment in infrastructure development
within India. With the final destination and markets for OBOR remaining in Europe,
India does not really stand to benefit from them. Instead, India has collaborated with
countries like Japan to build infrastructure within the country, particularly in the
northeastern region, which will eventually become a hub for regional connectivity in
South East Asia. As aresponse to OBOR, Modi and Abe have pointed to the “synergies’
between India’s Act East policy and Japan’s Partnership for Quality Infrastructure
(PQI).?” Japan’s footprint is already visible in India through projects such as high speed
rail, industrial corridors and urban mass rapid transport systems. While PQI clearly
adds a strategic dimension to Japan’s economic assistance programs, it also answers
to Indian ambitions of playing a larger regional role. Collaborating on these initiatives
has strengthened Indian-Japanese bilateral ties and their strategic partnership
significantly, and presents a model that the EU could emulate in its own relationship
with India.

Given India’s rapid urbanization, expanding markets, and policy priorities such
as ‘Make in India’ which presuppose good and resilient infrastructure - infrastructure
development is a vital and currently unexplored area for stepping up the EU-India
technical cooperation. Ifitislinked to already established programs like the Smart City
initiative or to infrastructure initiatives in politically important states such as Uttar
Pradesh, it can also provide higher visibility and political capital to the EU in India.

]

Conclusion

Up until the summit in March 2016, the EU-India partnership has remained stagnant,
witheachactorappearingindifferent tothe other. Policy makersin Indiado not perceive

27 Mohan, C. Raja, “Raja-Mandala: A new way to Act East,” The Indian Express, December 15, 2015,
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the EU as an important strategic partner; meanwhile, Brussels has established a better
working relationship with China than India. But changing regional dynamics in Asia
provide an opportunity for the two actors to break away from this trend. Regional
connectivity is of immense importance to India in order to secure its growth, increase
trade and expand its role in the region. Furthermore, development as infrastructure is
a norm championed by most emerging countries including the BRICS. By partnering
with India on regional connectivity as well as infrastructure development within the
country and in its extended neighborhood, the EU and India can emerge as important
partners.

As India develops its own approach to regional integration, it could emerge as an
important partner for the EU. European cooperation with India until now has focused
mostly on trade liberalization, while other strategic aspects were largely ignored. Given
thechangein Indian foreign policy and its more proactive approach towards shaping the
regional dynamics in Asia, the time is ripe for the EU to align its interests more closely
with the country. This is crucial not only to revive the flagging EU-India partnership,
but also for the EU to achieve its aim of promoting effective multilateralism. o
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