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Not Another US-China Trade War: EU-China Economic Tensions

Context

Europe’s economic quarrel with
China is a problem in which
Europe is trying to hold on to
room for manoeuvre between
Washington and Beijing while
depending on both.

Facts

EU goods deficit with
China : €359.9 billion in
2025.

2019 EU-China Strategic Outlook : the
document that first called China a systemic
rival.

“De-risking” became central EU policy by 2023 : reducing dependence in
critical minerals, semiconductors, telecommunications and artificial intelligence, not
ending economic relations.
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Analytical Crux

Europe’s China problem is not a trade deficit. Chinese competition exposes
European weaknesses, but does not create all of them. It is the 2021 sanctions
quarrel, COVID and the war in Ukraine which took the EU from a reciprocity
agenda to a security agenda. It has moved from market access to de-risking to
economic security. The trap is that Europe’s two dependencies pull in opposite
directions i.e. it needs cheap Chinese green technology to decarbonise and cheap
Chinese inputs to manufacture, while needing American security and American
technology to stay safe. The problem is no longer cheap Chinese manufacturing but
Chinese competition at the top of the value chain and Europe’s difficulty is less what
China does than its own failure to turn scientific and industrial strength into scale.

Verbatim Quotes

“Europe risks becoming a major market and industrial base without
controlling enough of the technologies, capital and supply chains that
will determine future competitiveness.”

— Prerna Gandhi
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Balancing The BRICS

Context

BRICS has grown large enough to
matter and diverse enough to stall.
India’s job is to keep it a Global South
platform rather than let it turn into an
anti-Western bloc.

Facts

BRICS covers : half the
world’s population and two-
fifths of global GDP in PPP
terms.

Institutions : New Development Bank and
Contingent Reserve Arrangement gave the
early agenda institutional form.

Limits of BRICS : economic models vary, some are deeply integrated into Western
financial systems while advocating local currencies.
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Analytical Crux

BRICS has bought scale at the price of coherence. Every new member adds weight
and also a fresh veto point. It criticised the Western-led order without declaring
itself against the West, and it is refused by India because a bloc defined against
Washington would be a bloc led by Beijing. India’s structural problem inside BRICS
is not the West at all but China’s economic predominance. New Delhi’s response has
been neither confrontation nor accommodation but insistence on consensus,
development and strategic autonomy. That is why India pushes payments, digital
public infrastructure and local-currency finance rather than declarations. BRICS is
therefore an instrument for diversifying power and not an architecture that replaces
anything.

Verbatim Quotes

“India does not need BRICS to become an alternative to the West. It
needs BRICS to become more useful to the countries that have
historically had limited influence over the rules of global governance.”

— Harsh V. Pant
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A Malacca-Singapore model for resolving Hormuz

Context

How Indonesia, Malaysia and Singapore
turned the Straits of Malacca and
Singapore from contested water into a
working and jointly managed regime, and
how that experience can be transferred to
Hormuz.

Facts

Strait of Malacca : runs about
800 km between the Malay
Peninsula and Sumatra, and the
Strait of Singapore, about 105 km,
carries on to the South China Sea.

2007 Cooperative Mechanism : built on
a traffic separation scheme, with a fund for
aids to navigation, hydrographic surveys and
safety projects administered jointly with the
littoral states.

The difference : in Malacca-Singapore the concern was safety of navigation and the
environment; in Hormuz the issue is Iran’s security.
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Analytical Crux

The lesson of Malacca is that a chokepoint is never settled by declaring it
international but it is settled by giving the coastal states enough security and money
that they choose to keep it open. Indonesia and Malaysia won the legal argument
i.e. 12-nm claims closed the high-seas corridor and made the Straits territorial sea.
The maritime powers have a right of continuous and expeditious passage for
warships, by conceding transit passage in the UNCLOS bargain. Malacca’s problem
was safety and the environment but Hormuz’s problem is Iran’s security. Malacca
was solved while UNCLOS was still being written, so side-payments were available.
Iran never ratified UNCLOS and the transit-passage regime is not a settled
entitlement between these parties but the very thing in dispute.

Verbatim Quotes

“The Straits were once considered ‘international’ in the sense that
they were like the high seas, over which no country had any claim.”

— M. Kalyanaraman
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UPSC LINK

• PSIR Paper II, 2026: What is UNCLOS? Explain its salient
features.

• GS Paper II, 2026: “BRICS acts as a powerful counterweight in
global governance, actively amplifying the voice and influence of
the Global South.” Explain the role of BRICS in projecting itself
as an alternative to other groupings.

• PSIR Paper II, 2025: India maintains strong ties with countries
that will assure a free and open Indo-Pacific and guarantee greater
connectivity with rest of the world. Analyze.

• PSIR Paper II, 2025: “Trump’s return to the White House is a jolt
to push the European Union to invest in its own defence and
economic and technological revival.” Comment.

• PSIR Paper II, 2024: Do you agree with the view that the EU has
thus far proved to be the most successful experiment in the
regional integration processes? Account for its successes and also
some of the recent challenges that it is faced with.

• GS Paper II, 2024: “The West is fostering India as an alternative
to reduce dependence on China’s supply chain and as a strategic
ally to counter China’s political and economic dominance.”
Explain this statement with examples.
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