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Mr. Chairman,

I feel greatly privileged and honoured to have been invited by the International Center for the
Promotion of Enterprises to speak on 'Economic diplomacy in international relations'. This
subject has great relevance because the economies of almost all countries are facing an
increasing array of challenges, which present serious threats to the prosperity and well being
of their people. As the interconnectedness among economies continues to increase, the well-
being of one economy has increasingly greater implications for others. For this reason, the role
of economic diplomacy in international relations is very important.

Friends, many people view foreign policy and diplomacy principally in the context of
political and security-related issues. Economic diplomacy is often relegated to the status of a
relatively less important aspect of foreign relations, though this should not be the
case. However, perceptions are changing. Earlier, diplomacy was being packaged to achieve
political objectives, but now it is being focused more and more on achieving economic
goals. There is growing acceptance that the economy of a country is central to its foreign policy
and should be the key guiding factor for diplomacy.

Given the interconnected nature of the economies of nations in the globalised world,
economic diplomacy has now acquired even greater importance. Political leadership across the
globe realises that trade and participation in the global economy can lead to increased economic
opportunities and growth. Therefore, the important role played by diplomats in the sphere of
economic diplomacy is very important and needs to be properly understood.

There are some questions which need to be answered in order to understand the

importance of economic diplomacy in international relations. What are these questions?
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The first and most obvious question is, what is economic diplomacy and how can we
define it? Economic diplomacy utilises a country's economic resources and tools to advance its
foreign policy objectives and promote its national interests through trade, investment and other
economic interactions. Economic diplomacy can be defined, therefore, as the strategic use of a
country's economic power and tools to achieve its. Foreign policy goals.

The second question is why is economic diplomacy important? Firstly, economic
diplomacy can play a crucial role in promoting economic growth by facilitating trade, attracting
investment and fostering Economic Cooperation. Secondly. Economic diplomacy can enhance
a country's global standing and influence by strengthening its economic power and building
strong relationships with other countries. Thirdly, it can be used to address global challenges,
such as climate change, poverty, and food security, through international cooperation and
development assistance. Fourthly, it can also be used to advance foreign policy objectives of a
political nature, such as promoting human rights, combating terrorism, or building strategic
alliances.

Now my third and final question is what are the instruments which nations use in
economic diplomacy? I would like to enumerate 5 important instruments trade. Trade
agreements, that is foreign aid, investment promotion, economic sanctions and participation in
international economic organizations like the World Trade Organization or the World Bank.

Economic diplomacy has two forms, bilateral and multilateral. Bilateral economic
diplomacy involves direct negotiations and agreements between two countries to foster
Economic Cooperation and address specific issues. Multilateral economic diplomacy involves
engaging multiple nations through international organizations and forums to address global
economic issues and promote cooperation. A comprehensive approach to economic diplomacy
often involves a combination of both bilateral and multilateral engagement. Now, economic
diplomacy is greatly facilitated by good political relations between countries. Strong political
relations provide a stable foundation for economic cooperation. Making it easier to negotiate
and implement trade agreements, investment deals and other economic initiatives. So good
political relations can help mitigate potential conflicts and misunderstandings that can arise
from economic interactions, thereby fostering a more predictable and stable environment for
businesses and investors. Trust between nations, therefore, is crucial for successful economic
diplomacy. When countries trust each other, they are more likely to engage in mutually
beneficial economic partnerships. On the other hand, global tensions, including conflicts and
geopolitical uncertainty, negatively impact the global economy by increasing uncertainty,

reducing investment and growth. And disrupting supply chains, leading to inflation and
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economic instability. Now the three biggest factors which have been impacting the world
economy in recent years are the Russia Ukraine war, the conflicts in the Middle East and the
increasing China US tensions, particularly in the Indian Ocean region.

Now these have led to disruptions. In global energy and food supply chains, increased
inflation and economic instability in many countries, wars have historically devastated national
economies, but the interconnected nature of today's global economy magnifies their impact.
Sadly, during the last few years, we have witnessed armed conflicts proliferating at an alarming
rate. From Ukraine to Sudan, from Gaza to Myanmar, the world has become a theatre of
unresolved disputes and escalating violence. With several nations embroiled in active conflicts,
the economic toll of these crises has created ripple effects far beyond the borders of these war-
torn regions. The interconnectedness of financial systems, energy markets, and supply chains
ensures that violence anywhere is felt everywhere. This new reality demands innovative
approaches to economic resilience. In this connection, I want to briefly highlight 5 examples
where India has used economic diplomacy to benefit not only itself, but others too. The first
was during. The COVID pandemic when India practiced vaccine diplomacy and helped 150
countries with vaccines and COVID medicines for fighting the pandemic. This form of
economic diplomacy, by giving much needed assistance, earned a lot of goodwill for India from
the countries which benefited from India's health. The second was in the context of the G20,
an intergovernmental forum. Which was established in 1999 and comprised 19 countries, which
were the world's biggest economies and the European Union.

Now, during its presidency of the G20 in 2023, India ensured that the African Union
was admitted to this body as a full member. Now 55 African countries are members of the
African Union. And India persuaded the other G20 members that, including the African Union
as a member, would give this organization. A third example is the India, Middle East, Europe
Economic Corridor, which is a planned economic corridor that aims to bolster economic
development by fostering connectivity and economic integration between Asia, the Persian
Gulf and Europe. Now the corridor is a proposed route from India to Europe through the United
Arab Emirates, Saudi Arabia. Israel and Greece. It aims to create a comprehensive
transportation network comprising railroad and sea routes connecting India, the Middle East
and Europe, and is expected to transform the integration of Asia, Europe and the Middle East
by facilitating trade and connectivity. And I mentioned that on September 9, 2023, the
Memorandum of Understanding was signed in New Delhi. During the G20 summit, and this
was signed by the government of India, the United States, the United Arab Emirates, Saudi

Arabia, France, Germany, Italy and the European Union.
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Now I come to the fourth example. The fourth example is the policy adopted by India
in regard to Russian oil imports. Now, following the invasion of Ukraine, the EU and the G7
countries implemented sanctions against Russia. But this created a potential energy crisis in
Europe. There was also a price cap on Russian oil. This price cap of U.S. dollars 60 per barrel,
initiated by the US and adopted by the G7 and EU and other countries like Australia, aimed to
restrict Russia's ability to finance its war in Ukraine by limiting its oil revenues, however. A
loophole existed. While the EU had banned Russian crude, there was no ban on refined oil
products made from Russian crude. So, what policy did India adopt? India imported Russian
crude oil, refined it, and then exported the refined fuels like diesel and jet fuel to Europe and
other G7 countries. The single biggest buyer was Australia. And 20 out of the 27 EU countries
imported these refined petroleum products from India. The top five importers within the EU
were the Netherlands, France, Romania, Spain and Italy. Thus, India helped Russia by
importing its soil. It helped EU countries and others like Australia to meet their energy needs
by exporting refined fuels to them. And it helped itself by making good profits through this
exercise. So, this was economic diplomacy tailored to meet a difficult situation, but it worked
to the advantage of everybody. And I mentioned that when asked if India had violated the
sanctions, U.S. officials denied this and said there was no ban at that time on purchasing
Russian oil. There was only a price cap, which India did not violate.

Now, fifth example is the economic diplomacy being used by India in the context of
U.S. President Donald Trump's tariff policy. President Trump has long promoted import tariffs
as a method for negotiating deals and retaliating against countries he accused. Later, he delayed
till April 2nd the fresh tariffs for Canadian and Mexican imports covered by the North
American Trade Agreement.

Now, President Donald Trump also threatened to impose massive tariffs on European
alcohol in response to the European Union's retaliation against his steel and aluminium
products. President Trump said that he would impose a 200% tariff on alcoholic beverages
from the US. So, Canada, sorry, from the EU. So, Canada, China and the European Union have
announced counterattacks. But a lot of people feel that this sort of tit for tat retaliation would
lead to a trade war which could get out of hand. Now let me tell you how India has shaped its
economic policy in this regard. A British President Trump has criticised India also. For high
tariffs charged by it on some items. However, India does not want the tariff related tensions to
escalate and it has unilaterally lowered the tariffs on items like Bourbon whiskey, motorcycles
and some other US products. India's foreign ministry has also said that negotiations with the

US are underway. To build a framework for a trade pact, a trade agreement that would address
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issues relating to import duties and market access. Thus, instead of engaging in a harmful tariff
war, India's objective has been to achieve a trade agreement which will benefit both sides and
help to promote bilateral trade. Now the US is India's largest export destination. India's total
trade with the US in 2024 was U.S. dollars 129.2 billion, out of which 87.4 billion were India's
exports to the US and $41.8 billion were US exports to India. So, both sides have said that they
want bilateral trade to reach $500 billion by 2030. Therefore, India does not want to jeopardise
this evolving and developing healthy trade relationship. And India's approach has been a good
example of how economic diplomacy should be pursued in a manner that the tit for tat approach
is avoided because the tit for tat approach could only lead to escalation of dip of disputes so.
These have been areas where India's economic diplomacy has worked favourably in
international relations. But there is one area where India's economic diplomacy has not
achieved success, and that is in the area of regional cooperation.

Now, regional cooperation is vital for fostering economic growth. It helps in addressing
shared challenges and in promoting stability. Enabling countries to overcome domestic market
limitations and achieve greater specialization and competitiveness. Regional cooperation can
facilitate the development of infrastructure and the projects which lead to better transportation
networks, energy grids and communication systems. So, India took the initiative to set up the
South Asian Association for Regional Cooperation, which is known as SARC, in 1985. And
besides India, it includes Pakistan, Afghanistan, Bangladesh, Nepal, Bhutan, Sri Lanka, and
the Maldives. However, and very unfortunately, SARC has failed, and it has virtually gone into
limbo, mainly because of the political problems between Pakistan and India. As also the
situation in Afghanistan, you know, India has been consistently complaining about state-
sponsored terrorism from Pakistan being launched against India. So, this factor has impeded
SARC. Anyway, in 1997, India took the initiative to set up another regional organization named
BINSTEC, which is the Bay of Bengal Initiative for Multisectoral Technical and Economic
Cooperation. So apart from India, it includes Bangladesh, Myanmar, Thailand, Nepal, Bhutan
and Sri Lanka. However, BIMSTEK is also not making sufficient progress because of the
internal situation in Myanmar and also Bangladesh. So that's India's economic diplomacy
initiatives regarding regional cooperation in South Asia. Have not been so successful due to
political reasons.

I also want to say with your permission, Mr. Chairman, a few words about climate
change related issues and their bearing on economic diplomacy. Climate change poses
significant economic risks and opportunities making climate diplomacy essential for promoting

sustainable economic growth and development have arisen. Climate-related provisions in trade
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agreements, such as those related to carbon emissions or renewable energy standards, are
examples of climate diplomacy within the framework of economic diplomacy.

As I mentioned that India has integrated climate change into its foreign policy strategy,
making it a key priority in its diplomatic example engagements. In 2015, India and France co-
founded the International Solar Alliance, which consists of 124 countries and is aimed at
promoting solar energy and reducing reliance on fossil fuels. Again in 2021, at the COP 26
meeting in Glasgow, India launched the International Coalition for Disaster Resilient
Infrastructure. This was to support the construction of climate resilient infrastructure for
sustainable development in various countries. So, India has positioned itself as a frontrunner
and a leader in climate negotiations and demonstrated openness to collaborate on green
technologies and innovation with nations like the United States, Japan, the European Union.
And it will maintain the diplomatic stance that encourages cooperation. So, in conclusion, I
would like to say that the coming years would be a period of great uncertainty around global
value chains, such as energy chains and food chains, and also international trade routes.
Economic diplomacy will face a different set of challenges stemming from the change. Global
economy. So, in a world of complex threats, our security and leadership depends on all elements
of our power, including strong and principled diplomacy. It is said that diplomacy is the art of
building bridges rather than walls. Mr. Chairman, today the world needs diplomacy as much as

it has ever done before, and perhaps even more.
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