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STRENGTHENING ECONOMIC INTERDEPENDENCE:
THE INDIA-EU FREE TRADE AGREEMENT
IN GLOBAL TRADE GOVERNANCE

The India-European Union (EU) Free Trade Agreement (FTA) that was politically
concluded in January 2026 can be deemed as one of the most successful stories of the time
of modern international trading diplomacy. The agreement aims at strengthening economic
integration, trade relations and strategy between India and the EU, which are key players
in the world economy. The essay is a critical analysis review of the institutional ratification
of the India-EU FTA and an evaluation of its economic implications in the form of bilateral
trade and investment figures. Furthermore, it gives an analysis of the implications concerning
the international system of trade and economic orientation on the geopolitical level. The
research method will involve a qualitative research which will involve the use of secondary
information sources, including the official publications of the World Trade Organization
(WTO), the European Commission, and the Press Information Bureau (PIB) of the government
of India. Moreover, it also uses academic literature that outlines the research topic in terms
of international political economy as it is analysed. However, institutional ratification in the
multi-level system of governance of the EU can introduce certain complexity in the process.
FTA can significantly increase trade bilaterally than the current rates of around USD 136 billion
and improve economic cooperation between the developed and the developing economies of
the world.
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VYrony npo BineHy Toprismo (YBT) mix [nniero Ta €Bponeticekum Coro3om, sika Oyiia
MOJTITHYHO yKJIaneHa B cigai 2026 p., MOKHA BBaKaTH OJNHIEIO 3 HAWYCIIIIHIMINX iCTOPIi
CcydacHO1 MDKHApOJHOT TOPTOBENBbHOI UIUIOMATii. Yroma chpsiMOoBaHa Ha 3MIITHEHHS
EKOHOMIYHOI iHTerpaiii, TOproBeJbHUX BITHOCHH Ta cTparerii Mk IHmielo Ta €C, ski
€ KIIOYOBUMH TpABISIMU y CBITOBI ekoHOMImi. JlOCHI/UKEHHS € KPUTHYHUM aHaJli30M
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iHCTUTYLINHOI patudikamii Yroau npo BinbHYy TopriBmo Mix [Huiero ta €C Ta OLIHKOIO
il EeKOHOMIYHMX HaciHiiKiB y (opmi JIBOCTOPOHHIX TOPrOBENBHHX Ta IHBECTHIIHHHUX
moka3HuKiB. KpiM TOTro, BOHO MICTHTH aHANi3 HACTIKIB IS MIKHAPOIHOI CHCTEMH TOPTiBII
Ta €KOHOMIYHOI Opi€HTAallil Ha I'eOMOIITHYHOMY PiBHI. MeTO OCHIDKEHHS nepeadadaTume
SIKICHE JOCIIJKEHHSI, SIKE Opi€EHTOBaHE Ha BUKOPHUCTAHHS BTOPWMHHHUX JUKepen iHdopmaii,
BKJTIOUarouu odiniiHi myomikarii CiroBoi opranizaii toprismi (COT), €Bporneiicbkoi komicii
ta bropo mpec-iadopmariii (BI1P) ypsay Iumii. KpiMm Toro, BUKOPHCTOBYETHCS aKajeMidHa
JiTEepaTypa, siIka OKPECHIOE TeMy JOCTIDKEHHS 3 TOYKH 30pYy MIKHAPOIHOI MOJITHYHOT
€KOHOMIT, sIK BOHA aHai3yeThest. OJIHaK IHCTUTYLIMHA paTudikaris B 6araTopiBHEBIH cucTeMi
ynpasiiaas €C MoXke BHECTH II€BHI CKIIaJHOIII B TIpoIiec. YTO0/1a PO BIIbHY TOPTiBIIIO MOXKE
3HAYHO 30UTBIINTH JBOCTOPOHHII 00CAT TOPTIBII MOPIBHSHO 3 TOTOYHIMH TIOKa3HUKAMH, 10
CTaHOBJIATH OM3bK0 136 MinmbsipaiB moaapis CIIA, Ta mOKpaInuTH €KOHOMIYHY CITIBIIPAIO
MDK PO3BUHEHHMH KpaiHaMH Ta KpaiHamH, 1110 PO3BHBAIOTHCS, CBITY.

Knrouosi cnosa: yzo00u npo gineny mopziento, gionocunu mixc Inoiero ma €C, ynpagninna
mopeienero, 2100anbHaA NONIMUYHA eKOHOMIA Ma MIICHAPOOHA MOP20BEIbHA NOJIIMUKA

JEL classification: F13, F15, F53

Introduction:

FTA has become involved in the current global economic diplomacy, and
more and more states have resorted to bilateral and regional agreements as a useful
instrument in the economic integration process and globalisation complexity. In
the evolving geopolitical relations, heightened protectionism and distorted global
supply chains, trade relations are being taken as instruments of strategic regulation
to stipulate international economies and not as economic relations. The free trade
agreement between the European Union and India is a watershed agreement, and
it is bound to take place in this changing world scenario. In January 2026, almost
20 years after the initial agreement talks, India and the EU agreed to conclude the
deal, politically. It is expected that the agreement will not only open up trade in
various spheres, but also reduce the tariffs on most products and increase market
openness to both sides. The scope of the agreement is also remarkable, as the EU
and India have a large share of the world’s economic output. Moreover, they are
considered to have one of the largest trading relations between a known regional
bloc and a new and dominant country. The two partners have bilateral goods trade
of about USD 136.5 billion in 2024-2025, with India registering an export of
about USD 75.85billion and an import of around USD 60.68billion [1]. Moreover,
services trade has grown very rapidly between the two countries, with an estimated
amount of EURS59.7 billion received by 2023, showing the growing intensity of the
economic involvement between the two economies [2]. Although the economic
value of the accord cannot be underrated, the conclusion of negotiations at the
political level does not automatically turn into legal practice; the agreement will
need to be officially ratified by both the institutions of India and the EU. The
process results in significant institutional governance of trade agreements, politics
of ratifying within the EU, and the general ramifications of the India-EU Free
Trade Agreement on the global trade policy.

Literature Review:
The theoretical foundations of trade agreements have been broadly discussed
both in the framework of international political economy and in the framework of
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global trade governance. According to Baldwin (2016) [3], the existing trade agreements
are taking a step further in the aspect of tariff liberalisation because they involve the
existence of the regulatory cooperation regime, digital trade regulation regime and
investment protection regime. Equally, Hoekman and Kostecki (2009) [5] argue that
trade agreements that are currently in place are institutional structures that structure the
economic transactions between nations and establish the global trade laws. The scholars
who conduct research on the topic of the European Union’s external trade policy usually
describe the EU as a regulatory hegemony, which can export regulatory practises in the
form of trade agreements that are more focused on environmental protection, consumer
safety, and labour rights [7]. This has become an important part of EU trade diplomacy
in trade talks with emerging economies like India. The literature regarding India, as
far as the trade strategy is concerned, also represents the gradual de-protectionist and
gradualist strategy of India in the direction of selective economic liberalisation and trade
accords. As stated by Kumar and Singh (2020) [6], the present trade strategy of India
is oriented at achieving the balance between both objectives, export promotion and the
growth of the domestic economy. The bilateral agreements, like the India-EU Free Trade
Agreement, are becoming increasingly important. According to institutional assessments
conducted by the European Commission and the World Trade Organisation, it is
becoming significant in addressing non-tariff barriers, harmonisation of regulations and
integration of global supplychains. The existing literature brings attention to the issue of
the ratification of trade agreements as part of the multi-level system of governance of the
EU. Trade agreements conducted in the past, such as the EU-Canada Comprehensive
Economic and Trade Agreement (CETA) and the EU-Mercosur consultations, have
demonstrated that politics, the environment, and regulatory aspects at home might
interfere with the process of ratification. Consequently, the literature indicates that
economic and institutional aspects should be used together in estimating the prospects of
big trade agreements like the India-EU FTA.

Methodology:

The study utilises a qualitative research analysis method, which has
secondary sources. The research is based on the official papers, policy reports,
statistical databases and publications of international organisations like the World
Trade Organisation, the European Commission and the Government of India. The
use of secondary data was also done to note bilateral trends of trade, investment
and policy in the manner the trade agreements have been settled. Synthesis of
information by way of numerous sources of authorization was accomplished by
a descriptive-analytical approach. The review of the institutional practices that
are incorporated into the implementation of the India-EU Free Trade Agreement
was therefore considered. It also had trade and investment indicators, which are
statistics in nature, and which assist in putting into perspective the economic
importance of the deal. The approach to the methodology will allow considering
both the economic and political sides of the India-EU FTA, without collecting
primary data.

Analysis and Discussion:
Economic Significance and Statistical Trends: In the future, the economic
significance of the India-EU FTA can be analysed by looking at the extent of the
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existing trade agreements between the two parties. The European Union has already
become one of the largest trading partners of India, and India is the ninth-largest
trading partner of the EU in the world, which constitutes approximately 11.5% of
India’s total trade in products. There has been a significant increase in bilateral
trade between the two countries, and this has been attributed to a 90% increase
in the goods trade over the past decade. The bilateral trade structure portrays the
harmonising economic advantage of the two partners. The main exports that India
makes into the EU are textiles, chemicals, machinery, and mineral products, with
the EU exporting machinery, equipment, transport products and sophisticated
industrial products to India [8].

A significant element of the economic relationship between the two partners
is also foreign direct investment (FDI). India has many investors in the EU, and
the stock of FDI increased to approximately EUR140.1 billion in 2023, which
is a huge increase compared to 2019 when the figure stood at EUR 82.3 billion
[4]. There are about 6,000 European companies actively working in India now
that have millions of employees and facilitate industrial growth and transfer of
technologies [9].

The FTA is also meant to improve the flow of trade, as it will reduce the
tariffs charged on a significant percentage of goods that will be traded between the
two countries. The agreement is said to abolish or reduce tariffs on over 96 percent
of EU exports into India, with the EU slowly reducing tariffs on virtually all Indian
exports. The deal could, by estimates, lead to huge bilateral trade volumes and
a reduction of trade costs in billions of euros annually through the reduction of
tariffs and regulatory cooperation [2].

Institutional Ratification and Governance: The India-EU FTA implementation
will rely on effective ratification on the institutional level of both sides. In India,
executive ratification of foreign trade agreements is usually made instead of
legislative ratification. The process involves inter-ministerial consultations with
the Department of Commerce in the lead, legal review of the Ministry of External
Affairs and the ultimate approval of the Union Cabinet. The comparatively
efficient process of approval of trade agreements through this centralised executive
procedure is possible in contrast to systems that need approval through parliament.
On the contrary, the complex supranational system of governance is reflected in
the ratification process of the European Union.

Article 218 of the Treaty on the Functioning of the European Union provides
that the European Commission negotiates trade agreements on behalf of the EU,
the Council of the European Union authorises the signing of the agreement, and
the European Parliament gives the final consent [10]. The role of the Parliament is
particularly significant because this body is entitled to the right to examine trade
agreements and rebuff them in the case they fail to comply with the EU regulatory
standards. However, the India-EU FTA was tailored to fit with EU exclusive
competence in trade policy, thus it does not require the whole of the national
parliaments of the EU member states to ratify it. This distinction contributes
greatly to the procedure of the ratification of so-called mixed agreements that need
to be approved both at the EU and national levels.

Strategic and Geopolitical repercussions: Other than its economic
implications, the India-EU FTA has some serious geopolitical consequences.
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The agreement reveals the intentions of both sides in these objectives, bearing
in mind the current tense and strategic conflict in the international arena that is
characterized by tension in the trade relationships and willingness of both sides
to diversify relationships between them and make them more economically
sustainable. It seems that the partnership will enhance the collaboration in such
new areas as digital technologies, artificial intelligence and clean energy. It also
encourages movement of people, processes that can lead to the flow of qualified
professionals and students between the two areas, therefore improving the human-
to-human relations as well as the transfer of knowledge. Another important point
brought out by the agreement is the strategic convergence in the development of the
rules-based international trade between India and the EU in general. As important
stakeholders within the World Trade Organisation structure, the two partners are
also interested in the improvement of the multilateral trade governance, and hope
to have bilateral complementary agreements.

Conclusion:

The India-EU Free Trade Agreement is not only a significant move in the
sphere of international economic relations but also in bilateral strategic relations.
The agreement will not only benefit the two countries in terms of enhancing trade
and investment operations between them, but also in terms of enhancing regulatory
cooperation and the economic capacity in a more volatile global economy.
Statistically, it is evident that India already has an economic relationship of huge
dimensions with the EU, and the trade volumes have been increasing to USD 136
billion, and investment flows are still increasing. It is believed that FTA will support
these trends through reducing the tariffs, facilitating service trade and promoting
collaborations in technology. Though there is indeed a procedural complexity
involved in the ratification process through the institutional process of the EU, the
name accorded to the agreement in the exclusive competence of the EU implies
that the approval will be even faster. Lastly, the India-EU Free Trade Agreement
is an economic partnership as well as a strategic platform for cooperation between
two significant factors within the world economy. Through strengthening bilateral
economic integration and in favour of rules-based trade governance, the accord
could contribute to making international trade more stable and sustainable.
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The India-European Union (EU) Free Trade Agreement (FTA) that was politically
concluded in January 2026 can be deemed as one of the most successful stories of the time
of modern international trading diplomacy. The agreement aims at strengthening economic
integration, trade relations and strategy between India and the EU, which are key players
in the world economy. The essay is a critical analysis review of the institutional ratification
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of the India-EU FTA and an evaluation of its economic implications in the form of bilateral
trade and investment figures. Furthermore, it gives an analysis of the implications concerning
the international system of trade and economic orientation on the geopolitical level. The
research method will involve a qualitative research which will involve the use of secondary
information sources, including the official publications of the World Trade Organization
(WTO), the European Commission, and the Press Information Bureau (PIB) of the government
of India. Moreover, it also uses academic literature that outlines the research topic in terms
of international political economy as it is analysed. However, institutional ratification in the
multi-level system of governance of the EU can introduce certain complexity in the process.
FTA can significantly increase trade bilaterally than the current rates of around USD 136 billion
and improve economic cooperation between the developed and the developing economies of
the world.
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