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EDITORIAL SUMMARY

The Indian Express welcomes the India-EU Free Trade Agreement — concluded in January 2026 after

nearly two decades of on-and-off negotiations — as a strategic and economic landmark. However, the editorial

warns that three structural fault lines could erode the agreement’s benefits: the EU’s Carbon Border

Adjustment Mechanism (CBAM), data governance and digital trade standards, and asymmetric

labour mobility provisions. It calls for institutionalised dialogue mechanisms to convert these divergences

into collaborative frameworks rather than leaving them as sources of future friction.

BACKGROUND: INDIA-EU FTA NEGOTIATIONS

India and the EU first launched FTA negotiations in 2007 but suspended them in 2013 after hitting deadlocks

on intellectual property, data protection, customs duties, and government procurement. Talks relaunched in

2022 and concluded at the India-EU Summit in January 2026.

METRIC VALUE

Bilateral trade ~$135 billion

EU rank for India 3rd largest trading partner

India rank for EU 10th largest trading partner

India’s exports to EU $70 billion

India’s imports from EU $65 billion

People covered ~2 billion (India + EU combined)

Combined GDP ~25% of global GDP

India-EU Trade Snapshot (2024-25)
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THE THREE FAULT LINES

The EU’s CBAM — which took effect from October 2023 (transition phase) and will be fully operational by

2026 — imposes a carbon levy on imports from countries without a carbon price equivalent to the EU Emissions

Trading Scheme (ETS). India has no carbon pricing mechanism comparable to the EU ETS.

Impact: Indian steel, cement, aluminium, fertilisers, and electricity exports to the EU will face additional

CBAM costs unless India establishes a domestic carbon price. Early estimates suggest CBAM could add 8–15%

to costs of India’s affected exports.

The editorial’s position: India should not simply absorb CBAM costs. India needs to develop its own

domestic carbon market (the Carbon Credit Trading Scheme — CCTS — is being piloted) and negotiate

CBAM phasing provisions within the FTA framework.

The EU’s GDPR and Digital Markets Act impose strict data localisation and processing standards. India’s

DPDP Act 2023 has some divergences — particularly around government data access exemptions that the EU

views as incompatible with its data protection principles.

Impact: Indian IT and BPO companies seeking to process EU citizens’ data may face compliance barriers. The

FTA’s digital trade chapter is vague on data flow provisions.

The editorial’s position: A mutual adequacy agreement (similar to EU-US Trans-Atlantic Data Privacy

Framework) between India and the EU is urgently needed alongside the FTA.

What India Agreed To

Reduce automobile tariffs from 110% to 10% over 5 years

Open government procurement partially (limited to central government contracts above a

threshold)

Reduce tariffs on wines, spirits, luxury goods

Strengthen intellectual property protections (geographic indications, patent term extensions)

What EU Agreed To

Zero-duty access for Indian textiles, garments, footwear, and gems

Easier visa facilitation for skilled Indian professionals

Gradual opening of financial services market

1. Carbon Border Adjustment Mechanism (CBAM)

2. Data Governance and Digital Trade
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The FTA provides easier visa facilitation for skilled professionals moving between India and the EU — but

only for intra-company transferees and contractual service suppliers (not general professional

mobility). India has a large interest in broader labour market access (Mode 4 under GATS) that was not fully

conceded.

The editorial’s position: India must push for genuine Mode 4 commitments — including recognition of

Indian qualifications and removal of EU domestic labour market tests — in the FTA’s review clauses.

STRATEGIC DIMENSION

Beyond economics, India-EU FTA has a strategic logic in the context of:

UPSC RELEVANCE

3. Asymmetric Labour Mobility

De-risking from China — EU seeks supply chain diversification; India offers an alternative

Indo-Pacific alignment — EU’s Indo-Pacific Strategy and India’s IPOI are convergent

Technology partnerships — EU-India Trade and Technology Council (TTC) provides the platform

for semiconductor, green hydrogen, and digital technology collaboration

Prelims

FTA concluded: signed in January 2026

India-EU bilateral trade: ~$135 billion

India’s car tariff cut: 110% → 10% over 5 years

EU gave: Zero duty on textiles, gems, footwear

CBAM: EU’s Carbon Border Adjustment Mechanism (effect: 2023 transition; 2026 full)

India’s carbon scheme: Carbon Credit Trading Scheme (CCTS — being piloted)

India’s data law: DPDP Act, 2023

EU digital regulation: GDPR, Digital Markets Act

Mains Angles

GS2 — India-EU Relations: Critically evaluate the India-EU FTA. What are its strategic and

economic dimensions, and what are its key limitations?

1

GS3 — Trade Policy: Analyse how the EU’s Carbon Border Adjustment Mechanism poses a

challenge to India’s export competitiveness. What policy response should India adopt?

2
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FACTS CORNER

FACT DETAIL

FTA concluded Signed in January 2026

Negotiations started 2007; suspended 2013; relaunched 2022

Bilateral trade ~$135 billion

Combined population ~2 billion (India + EU)

Combined GDP share ~25% of global GDP

India auto tariff 110% → 10% over 5 years

EU gave zero duty to Textiles, gems, footwear

CBAM risk 8–15% cost increase on affected Indian exports

India’s carbon scheme CCTS (pilot stage)

Source: Applaud the India-EU FTA, But Watch Out for the Fine Print — Ujiyari.com | Free UPSC & State PCS
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📰 RELATED DAILY ARTICLES

4 Jun Current Affairs Today — June 4, 2026

4 Jun India Issues Letter of Request for 114 Rafale Jets —...

4 Jun India Launches New IIP Series with 2022-23 Base Year;...

4 Jun Bangladesh's Khalilur Rahman Elected President of 81st...

GS3 — Digital Economy: Examine the tension between India’s DPDP Act 2023 and the EU’s

GDPR in the context of digital trade provisions in the India-EU FTA.
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← NEWER EDITORIAL

USTR Tariff Threats Deepen India-US Trade
Uncertainty

OLDER EDITORIAL →

Base and Framework: On the New Index of
Industrial...
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