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THE LIFT LINE

India has not opened its automobile market; it has cut a small window in the wall, fitted a meter to it, and told

the domestic industry exactly how many years it has to get ready.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

The Directorate General of Foreign Trade notified the procedure for allocating tariff-rate quotas on vehicle
imports under the India-United Kingdom Comprehensive Economic and Trade Agreement in a public notice
dated July 9, 2026, ahead of the agreement’s entry into force on July 15, 2026. In the first year the quota for
completely built units of petrol and diesel passenger cars from the United Kingdom is reported at about
20,000 units, split across engine-capacity bands, with the concessional (https://ujiyari.com/terms/concessional/)
duty far below the applied most-favoured-nation rate, which for large cars has stood near 100 per cent or
above. The quota expands over subsequent years, rising toward roughly 37,000 units by year five, and
importers must obtain a TRQ certificate before claiming the concessional rate. This is a case study in how a

modern FTA is actually built.

GS Paper 2: bilateral (https://ujiyari.com/vocab/bilateral/) agreements involving India and affecting India’s

interests; effects of policies of developed countries on India.

GS Paper 3: effects of liberalisation on the economy; changes in industrial policy and their effects on

industrial growth; the Indian economy and issues relating to growth and employment.

For Prelims, hold the specifics: CETA, signed in July 2025 and entering into force in July 2026, is India’s
most significant free trade agreement with a developed economy; a tariff-rate quota permits a fixed quantity of
imports at a low duty, with imports beyond the quota facing the normal MFN rate, so it is a quantitative
safeguard fitted inside a tariff concession (https://ujiyari.com/vocab/concession/); the DGFT under the Ministry of

Commerce and Industry allocates the quota; rules of origin, including product-specific rules and value-
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addition thresholds, prevent third-country goods from routing through the partner to capture the concession;

and completely built units are finished vehiclesas distingt from completelysknocked down and semi-knocked

down kits, which India taxes at lower rates precisely to encourage domestic assembly.

BACKGROUND AND CONTEXT

India’s automobile tariff wall is among the world’s highest, and it was built deliberately. Very steep duties on

imported finished cars, combined with much lower duties on kits and components, pushed global
manufacturers to assemble in India rather than ship in. The policy worked. India today has a deep automotive
manufacturing base, a large component industry and a substantial export business. But the wall also insulated

the domestic market from competition and kept imported vehicles a luxury category.

CETA does not demolish the wall. It puts a metered door in it. The concession is confined to a set number of
units per year, it is graded by engine capacity, it applies to a single partner rather than to the world, and it
phases in over years. Beyond the quota, the old MFN duty applies unchanged. This is the classic architecture

of defensive liberalisation: the domestic industry gets a predictable timetable and a capped exposure, while

consumers get a visible price cut on a small number of vehicles.

THE CORE ARGUMENT / ISSUE

The quota is a signal, not a shock

Twenty thousand units in a market that sells over four million passenger vehicles a year is a rounding error in
volume terms. It will not dent the mass market, where Indian and Indian-based manufacturers dominate. It
will matter in the premium and luxury segment, where UK-origin marques compete and where a duty falling
from near-triple digits to a concessional band changes sticker prices materially. The competitive pressure
lands where India’s industry is weakest and the consumer surplus is largest, which is a defensible place to

open first.
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What India gained, and where the value actually sits

Ujiyari Current Affairs - ujiyari.com - Free Daily Current Affairs for UPSC & State PCS

ELEMENT OF THE
DESIGN FEATURE RATIONALE

DEAL

UK cars into India Tariff-rate quota, capped units, Protects mass market; opens premium
concessional duty, phased expansion segment gradually

Electric and higher- Concessions deferred to later years Shields the domestic EV push during its

value vehicles formative period

Indian textiles into the Duty elimination on most lines The UK applied real tariffs here; India’s

UK exporters gain price parity with rivals

Leather, footwear, gems Duty elimination or steep cuts Labour-intensive, employment-heavy

and jewellery sectors

Services and Commitments on movement and India’s structural strength

professional mobility social-security contributions

Rules of origin Value-addition and product-specific Prevents third-country transshipment
rules through the UK

The auto concession is what India gave. What India got sits mainly in labour-intensive exports and services.
British tariffs on Indian textiles, leather, footwear and gems were real, and their removal puts Indian exporters
on a level footing with competitors who already enjoyed preferential access to the UK. In employment terms,

that is the more consequential half of the agreement, and it is the half a good Mains answer will foreground.

The risk to weigh honestly

A capped quota today is a precedent tomorrow. Every subsequent trade partner will point to CETA and ask for
the same door. India’s leverage (https://ujiyari.com/vocab/leverage/) in future negotiations will be shaped by what it
conceded here, and the auto sector will argue that the phase-in must be matched by genuine competitiveness
gains at home, in scale, in component depth and in the electric-vehicle transition. The counter-argument is
equally real: protection sustained indefinitely produces a domestic industry that cannot export, and India’s
stated ambition is to be an automotive export hub, which requires exposure to global competition rather than

permanent shelter.

HOW TO THINK ABOUT THIS (ANALYTICAL FRAME)

Read every FTA on three axes and the answer writes itself. First, sequencing: what opens now, what opens
later, and what never opens? Phasing is how a state buys adjustment time for its firms. Second, quantity
control: is the concession a price cut alone, or a price cut inside a volume cap? A tariff-rate quota is a hedge,
allowing a government to grant a concession while bounding its downside. Third, reciprocity (https://ujiyari.com/

vocab/reciprocity/): match what you gave against what you got, and check whether the gain lands in employment-
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intensive sectors. The transferable rule for the exam: judge a trade agreement by the structure of the

concession, not by the sizg of the-headline pumber, andalyays askwhich demestie.constituency was protected
by the design and which was exposed by it.

THE DIAGRAM IN WORDS

High Indian MFN duty on imported CBU cars (near 100 per cent or more) -> CETA
negotiation -> India concedes a tariff-rate quota: about 20,000 UK-origin CBUs in year
one at a concessional duty, split by engine band, expanding toward about 37,000 units by
year five -> beyond the quota, MFN duty applies unchanged -> mass market protected,
premium segment exposed -> DGFT issues TRQ certificates, rules of origin block third-
country routing -> in exchange, UK duties fall on Indian textiles, leather, footwear,
gems and jewellery, plus services and mobility commitments -> net test: does India

convert the adjustment window into competitiveness?

WAY FORWARD

o Use the phase-in as an adjustment window, not a grievance. The staged expansion of the
quota gives the domestic industry a defined runway; policy support should be tied to measurable

gains in component depth, scale and export competitiveness rather than to renewed protection.

© Administer the quota transparently. Publish allocation, utilisation and certificate data, since
opaque quota allocation invites rent-seeking, and a tariff-rate quota is only as good as the integrity

of the body that hands out the certificates.

O Police the rules of origin. Enforce value-addition thresholds strictly so that vehicles or
components merely finished in the United Kingdom do not capture the concession, which is the

standard route by which an FTA leaks benefits to third countries.

o Convert the export access into actual exports. The gains in textiles, leather, footwear and
gems will not realise themselves; they need standards compliance, logistics improvement and credit

support for small exporters, without which duty-free access remains a paper concession.

PYQ LINKAGE AND PRACTICE

UPSC has asked about the effects of free trade agreements on Indian industry, the trade-off between
protection and competitiveness, and India’s trade strategy with developed economies. This editorial supplies
the concrete design detail, tariff-rate quotas, rules of origin, phased liberalisation, that most answers on FTAs

conspicuously lack.
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Practice question: “The India-UK CETA’s automobile provisions show that modern free trade agreements

are exercises in calibrated (hitps:/dwiixesi comyyacablealibrated)) exposnre ratherdhanependiberalisation.” Examine

the design of the tariff-rate quota mechanism and assess whether India’s gains under the agreement outweigh

its concessions. (250 words, 15 marks)

Sources: Business Standard (https://www.business-standard.com/)
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