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REFERENCE NEWS:

o The India-Middle East-Europe Economic Corridor (IMEC), announced during the G20
Summit in New Delhi in September 2023, aims to enhance connectivity and economic
integration across Asia, the Middle East, and Europe.

o However, its progress has been uneven due to geopolitical challenges, including the
Israel-Palestine conflict, broader tensions in West Asia, and regional rivalries, with
countries like Egypt and Turkey viewing the corridor as a threat to the Suez Canal's
dominance and an alternative to established land routes, thereby adding resistance.

INDIA-MIDDLE EAST-EUROPE ECONOMIC CORRIDOR (IMEC)

o The India-Middle East-Europe Economic Corridor (IMEC) was announced during the
G20 Summit in New Delhi in September 2023.

o Aimed at enhancing connectivity, trade, and economic integration across Asia, the
Middle East, and Europe.

o The IMEC is envisioned as a multi-modal trade and energy corridor connecting India
with Europe via the Middle East, offering an alternative to traditional trade routes like
the Suez Canal.

o Alongside the multi-modal transportation infrastructure, the project will include cables
for energy and digital connectivity as well as a pipeline for clean hydrogen export.

o IMEC comprises two main segments:

o East Corridor: Connecting India to the Arabian Gulf.

o Northern Corridor/Western Corridor: Linking the Arabian Gulf to Europe.

Eastern Corridor

o Scope:

o Connects India to the United Arab Emirates (UAE) through established shipping
routes.

o Focuses on strengthening trade ties between India and Gulf nations.

o Progress:

o The eastern segment, connecting India and UAE, is advancing swiftly.

o The India-UAE Comprehensive Economic Partnership Agreement (CEPA) (signed

in 2022) has significantly boosted bilateral trade:
= Total trade: $83.64 billion in 2023-24 (93% growth from 2020-21).
= Non-oil trade: $57.81 billion in 2023-24.
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o Introduction of the Virtual Trade Corridor, which streamlines customs processes,
reduces logistics costs, and improves trade efficiency.

o Strategic Importance:

o Enhances India's access to Gulf markets and positions its exports for onward shipment

to Europe.
o Focus on building green energy infrastructure and digital connectivity for future
growth.
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Western/Northern Corridor

o Scope:

o Extends from the UAE to Europe, crossing through Saudi Arabia, Jordan, and Israel.

o Goods will be transported via rail networks from the UAE to Israel’s Haifa Port on the
Mediterranean Sea, then shipped to European destinations.

o Challenges:

o The Israel-Palestine conflict (since October 2023) has stalled cooperation among key
players like Saudi Arabia, Jordan, and Israel.

o Regional tensions and anti-US sentiment have further delayed progress.

o Egypt views IMEC as a competitor to the Suez Canal, while Turkey advocates for
alternate routes like a rail corridor through Iraq.

o Potential Benefits:

o Reduces transit time by up to 40% and logistics costs by 30% compared to the Suez
Canal route.

o Facilitates faster trade between Europe and Asia, supported by high-speed freight rail.

WHY IMEC IS SIGNIFICANT FOR INDIA:

o Faster and Cost-Effective Trade Routes:

o IMEC provides a faster alternative to the traditional Suez Canal route, reducing transit
times by up to 40% and costs by 30%.

o Forinstance, goods from Mumbai can reach European markets via Haifa and rail routes
within 10 days, boosting India’s export efficiency.

o Expanding Trade Opportunities:
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With the United States being India’s largest trading partner ($128.55 billion in
bilateral trade in 2022-23) and the European Union being a significant partner with $120
billion in trade, IMEC strengthens connectivity with these key regions, enhancing trade
efficiency and fostering deeper economic integration (in 2023-24, China overtook the
US as India’s largest trading partner).

It also enhances access to Middle Eastern markets, further leveraging India’s
Comprehensive Economic Partnership Agreement (CEPA) with the UAE.

Boosting Manufacturing and Exports:

IMEC supports India's push to integrate into Global Value Chains (GVCs), a critical step
in making Indian exports globally competitive.

For example, India’s production-linked incentive (PLI) schemes can align with IMEC to
support industries such as electronics, pharmaceuticals, and renewable energy.
Strategic Hub for Trade:

India’s location makes it a natural gateway for goods moving between Asia and Europe.
By being a central player in IMEC, India can further position itself as a global trade hub.
Promoting Renewable Energy:

IMEC includes renewable energy grids and clean hydrogen pipelines, aligning with
India’s One Sun, One World, One Grid (OSOWOG) initiative.

For instance, India’s $2.5 billion green hydrogen initiative positions the country as a
potential exporter to energy-hungry European markets.

Reducing Carbon Footprint:

The corridor's emphasis on efficient transport and green energy could help India reduce
its trade-related emissions, aligning with its Net Zero by 2070 goals.

Digital Infrastructure:

The inclusion of undersea data cables in IMEC will boost India’s IT and digital services
exports to Europe and the Middle East.

For example, India’s Unified Payments Interface (UPI), already operational in Saudi
Arabia and the UAE, can serve as a model for digital payment integration across the
corridor.

Countering China’s Belt and Road Initiative (BRI):

IMEC provides a collaborative and transparent alternative to China's BRI, which is often
criticized for creating debt dependencies.

By participating in IMEC, India strengthens its partnerships with key players like the US,
Saudi Arabia, UAE, and EU nations.

Reducing Reliance on Suez Canal:

IMEC offers India a way to bypass vulnerabilities associated with the Suez Canal,
such as blockages (e.g., the Ever Given crisis in 2021) and high insurance costs.
Strengthening Middle East Ties:

The corridor enhances India’s relations with Gulf Cooperation Council (GCC) nations,
a region already accounting for over $240 billion in trade in 2022-23.

For instance, Saudi Arabia and the UAE have committed $100 billion and $75 billion
investments in India, respectively, which could be further integrated with IMEC’s goals.
Diversification of Supply Routes:

IMEC offers a secure trade alternative amid global supply chain disruptions caused by
events like the COVID-19 pandemic and geopolitical conflicts.

It reduces India’s dependence on chokepoints like the Strait of Hormuz and Bab el-
Mandeb.
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Port Development:

IMEC complements India’s focus on port modernization, such as the Vadhavan Port
project worth $9.14 billion, aimed at enhancing its western coastline’s trade capacity.
Catalyzing Regional Stability:

As a key player in IMEC, India can foster closer ties with partners like Saudi Arabia,
Israel, and UAE, contributing to broader regional stability and cooperation. It also
strengthens India's role in mediating between diverse political and economic systems.
Expanding Partnerships:

India can use IMEC as a platform to invite more countries, such as Egypt and Turkey, to
participate, potentially reducing geopolitical resistance and fostering inclusive growth.

CHALLENGES:

Israel-Palestine Conflict:

The ongoing Israel-Palestine conflict, escalated since October 2023, has disrupted
stability in the Middle East.

Cooperation among key stakeholders like Israel, Saudi Arabia, and Jordan is
hindered, delaying progress on the northern corridor.

Regional Rivalries:

Countries like Egypt view IMEC as a competitor to the Suez Canal, which contributes
significantly to their economy.

Turkey, excluded from the initial framework, advocates for alternative land routes
through its territory, complicating regional dynamics.

Anti-US Sentiment in the Middle East:

Increased anti-US sentiment in the region due to perceived American bias in conflicts
affects trust and cooperation between IMEC member nations.

High Cost of Infrastructure:

The estimated cost for the IMEC’s transport corridor infrastructure ranges between $3
billion and $8 billion per route, with additional costs for energy grids, pipelines, and
digital connectivity. Mobilizing such investments across multiple countries, especially
during global economic uncertainties, poses a significant hurdle.

Dependency on Multilateral Financing:

Funding relies heavily on multilateral institutions and investments from wealthier partners
like Saudi Arabia and the UAE.

Securing long-term financing amidst differing national priorities and political instability
could slow progress.

Trade Tariffs and Standardization:

Disparities in tariffs, customs regulations, and trade policies across participating
countries add to the complexity of seamless trade facilitation.

Fragmented Rail Networks:

The Middle East lacks integrated rail networks essential for the IMEC.

For instance, Saudi Arabia and UAE are expanding their networks, but connectivity to
Jordan and Israel remains incomplete.

Land Acquisition and Environmental Concerns:

Acquiring land for rail and energy infrastructure can lead to displacement and
environmental issues, potentially delaying construction and increasing costs.
Renewable Energy Dependence:
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The IMEC'’s reliance on renewable energy, such as solar power and green hydrogen,
requires substantial investment in energy storage and transmission infrastructure.
Current technologies for green hydrogen production and transport remain expensive
and inefficient.

Carbon Footprint Concerns:

While IMEC aims to reduce emissions, construction activities and increased trade
volumes could initially contribute to a higher carbon footprint.

Coordination Among Stakeholders:

The corridor involves multiple countries with diverse political systems, economic
priorities, and governance structures.

Maintaining consensus and coordination across all stakeholders is critical for timely
implementation.

Security Risks:

Shipping routes in the Bab el-Mandeb Strait and rail corridors in conflict-prone regions
like Jordan and Israel face potential security threats.

For example, attacks on shipping lanes by Houthi militias highlight vulnerabilities in
the region.

Resistance from Excluded Nations:

Countries like Egypt and Turkey, excluded from IMEC, could resist its implementation
by lobbying against it in multilateral forums.

WAY FORWARD:

Geopolitical Cooperation: Facilitate regional dialogues to mediate conflicts and engage
excluded nations like Egypt and Turkey for broader acceptance of IMEC.

Financing and Investments: Leverage sovereign wealth funds from Saudi Arabia and
the UAE, complemented by multilateral financing to ensure long-term project
sustainability.

Streamlined Trade: Establish an IMEC Secretariat to harmonize trade policies and
ensure coordinated infrastructure development across member nations.

Green Energy and Technology: Promote collaboration on renewable energy grids and
green hydrogen pipelines, aligning with global sustainability goals.

Security Measures: Strengthen maritime and rail security through coordinated regional
mechanisms to mitigate risks in vulnerable areas.

Digital Integration: Expand digital payment systems like India’s UPI to IMEC partners,
enhancing cross-border trade and economic cooperation.

CONCLUSION: The IMEC offers a transformative opportunity to redefine global trade
and connectivity across Asia, the Middle East, and Europe. With a focused and
collaborative approach, the corridor can drive economic growth, sustainability, and
regional stability, positioning India as a central player in this global initiative.

PRACTICE QUESTION:

Q. "The India-Middle East-Europe Economic Corridor (IMEC) is an ambitious
initiative with transformative potential, but its success hinges on overcoming
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several challenges." Discuss the significance of IMEC for India and analyse the
key challenges it faces. (10 marks, 150 words)

APPROACH:

Introduction Start with IMEC and highlight

Q. "The India-Middle its vision as a multi-modal

trade and energy corridor
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East-Europe

Economic Corridor
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Discuss the

Discuss the significance of
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Challenges

Conclucian Provide way forward and
MODEL ANSWER:

The India-Middle East-Europe Economic Corridor (IMEC), announced during the G20
Summit in September 2023, is an ambitious initiative aimed at enhancing trade,
connectivity, and economic integration across Asia, the Middle East, and Europe.
Envisioned as a multi-modal trade and energy corridor, it offers an alternative to
traditional routes like the Suez Canal. Alongside transport infrastructure, it includes
energy grids, digital connectivity, and clean hydrogen pipelines. However,
geopolitical challenges, such as the Israel-Palestine conflict and regional rivalries, pose
significant hurdles to its realization.

significance of IMEC

Significance of IMEC for India:

1. Strategic Trade Route: IMEC provides a faster and cost-effective alternative to the Suez
Canal, reducing transit time by 40% and costs by 30%. For instance, goods from Mumbai
can reach European markets via Haifa and rail within 10 days, enhancing India's trade
efficiency.

2. Expanding Trade Opportunities: Strengthens India’s connectivity with its largest
trading partners—the US ($128.55 billion) and the EU ($120 billion in 2022-23)—while
deepening ties with Middle Eastern markets.

3. Global Value Chains (GVCs): Supports India’s manufacturing push by integrating with
GVCs, particularly in sectors like electronics, pharmaceuticals, and renewable energy,
leveraging production-linked incentive (PLI) schemes.

cshiasacademy@gmail.com 9966436875, 8374232308



mailto:csbiasacademy@gmail.com

CSB IAS ACADEMY 15-11-2024

4.

Energy Transition: IMEC aligns with India's green energy goals by incorporating
renewable energy grids and clean hydrogen pipelines, positioning India as a key supplier
of green hydrogen to Europe.

Countering China's BRI: IMEC offers a collaborative and transparent alternative to
China's Belt and Road Initiative (BRI), enhancing India’s geopolitical influence in the
region.

Challenges Facing IMEC:

. Geopolitical Instability: The ongoing Israel-Palestine conflict disrupts cooperation

among key players like Saudi Arabia, Jordan, and lIsrael, delaying progress on the
northern corridor.

. Regional Rivalries: Egypt views IMEC as a competitor to the Suez Canal, while Turkey

advocates alternative routes, complicating collaboration.
Infrastructure and Financing: High costs for transport infrastructure ($3-$8 billion per
route) and reliance on multilateral funding create financial constraints.

. Lack of Rail Connectivity: Fragmented rail networks in the Middle East hinder

seamless transport, with incomplete connectivity between Saudi Arabia, Jordan, and
Israel.

Security Risks: Vulnerabilities in shipping lanes (e.g., Bab el-Mandeb Strait) and rail
routes in conflict zones highlight security challenges.

Way Forward:

Geopolitical Cooperation: Mediate conflicts and engage excluded nations like Egypt
and Turkey to foster inclusivity and mitigate resistance.

Infrastructure and Investment: Mobilize funds through sovereign wealth funds and
multilateral institutions, alongside innovative financing models like Islamic financial
products.

Digital and Green Integration: Expand digital payment systems like UPI and prioritize
renewable energy projects to align IMEC with global sustainability goals.

Security Measures: Establish regional security frameworks to safeguard vulnerable
trade and transport routes.

IMEC represents a transformative opportunity to reshape global trade and connectivity,
offering India a strategic advantage in global supply chains, green energy leadership,
and geopolitical influence. While challenges persist, a focused and collaborative
approach can enable IMEC to drive sustainable growth and stability, heralding a new era
of economic integration across three continents.
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