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The India–EU Free Trade Agreement, described as the “Mother of All Deals,” marks a major milestone in India's

economic diplomacy. Announced at the 16th India–EU Summit, the conclusion of negotiations promises wider

European market access for Indian exports, stronger services cooperation, and opportunities for labour-intensive

industries. This UPSC-focused article explains the agreement's tariff provisions, strategic importance, EU

institutions, Carbon Border Adjustment Mechanism (CBAM), implementation challenges, and relevant examination

questions with answers and explanations.
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India–EU FTA 2026: Why the Mother of All Deals
Could Transform India's Trade and Global
Influence
A comprehensive guide to the India–European Union Free Trade Agreement, tariff concessions, strategic partnerships, trade challenges,

European institutions and UPSC preparation.

1. Why Is the India–EU FTA in the News?

India and the European Union announced the conclusion of negotiations for a landmark Free Trade Agreement at the 16th India–EU

Summit in January 2026.

Described as the "Mother of All Deals," the agreement represents an important development in India's economic diplomacy and its

strategic partnership with Europe.

FTA negotiations originally began in 2007, were suspended in 2013 and resumed in 2022.

Important UPSC Clarification: Conclusion of negotiations does not mean that the FTA has

automatically entered into force. Legal review, translation, institutional approvals and applicable

ratification procedures are required.

The summit also saw the signing of an India–EU Security and Defence Partnership, expanding cooperation beyond trade.

2. What Is the European Union?

The European Union is a political and economic union comprising 27 member states. It operates a single market designed to facilitate

the movement of goods, services, capital and people.

27
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EU Member States

1951
Beginning of European Integration

2020
Year the UK Left the EU

Historical Background

European integration began after the Second World War, with six founding countries:

Belgium

France

Germany

Italy

Luxembourg

Netherlands

The United Kingdom officially left the European Union on 31 January 2020.

Five Important EU Institutions

Institution Primary Function

European Parliament Legislative and democratic oversight functions

European Council Sets broad political priorities and direction

European Commission Proposes legislation and implements EU policies

Court of Justice of the EU Ensures interpretation and application of EU law

European Court of Auditors Examines EU finances and financial management

Prelims Trap: The European Council, Council of the European Union and Council of Europe are

different institutions.

Schengen Area and Eurozone

The Schengen Area facilitates travel without routine internal border controls among participating European countries. It is not identical to

EU membership.

The euro was introduced in 1999 and, according to the supplied material, is the currency of 21 EU countries in 2026.

CIVIL SERVICE GURUKUL
Excellence in Civil Services & State PCS Preparation

Daily News Analysis

www.civilservicegurukul.com

Civil Service Gurukul • All Rights Reserved 13 Oct 2026 •

CIVIL 
SERVICE GURUKUL

www.civ
ilse

rvic
egurukul.co

m

Page 2 of 13



3. India–EU Economic Relations

India and the EU are major economic partners with extensive trade, investment and services relationships.

According to the figures in the supplied study material, bilateral merchandise trade during FY 2024–25 was approximately ?11.5 lakh

crore.

?11.5L Cr
Goods Trade, FY 2024–25

?6.4L Cr
India's Goods Exports

?5.1L Cr
India's Goods Imports

The supplied material also reports India–EU services trade of approximately ?7.2 lakh crore in 2024.

Economic Significance: The partnership provides opportunities for export diversification, investment,

technology cooperation, professional services and resilient supply chains.

4. Key Features of the India–EU FTA

A. Preferential Access to European Markets

The negotiated package described in the supplied material provides preferential access across approximately 97% of EU tariff lines,

covering 99.5% of the relevant trade value.

It indicates immediate duty elimination on 70.4% of tariff lines, covering 90.7% of India's exports.

Remember: Tariff-line coverage and trade-value coverage are different measurements. Also,

negotiated concessions apply according to the final agreement and its implementation schedule.

B. Labour-Intensive Sectors

The proposed tariff reductions could benefit several Indian export sectors:

Textiles and apparel

Leather products

Footwear
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Marine products

Chemicals

Engineering goods

These sectors are important for employment generation, MSMEs and export-led growth.

C. Access to Indian Markets

The supplied material reports that India's negotiated offer covers 92.1% of tariff lines representing 97.5% of EU exports, with immediate

duty elimination proposed for 49.6% of tariff lines.

D. Services Trade

The agreement covers commitments across services sectors, including:

Information technology and IT-enabled services

Professional and business services

Consultancy

Engineering and related services

Other commercially traded services

The supplied material highlights EU commitments involving 144 services subsectors.

E. Mobility of Indian Professionals

Professional mobility arrangements, social security cooperation and recognition of qualifications are important areas of India–EU

engagement.

The source discusses proposed social security agreements, student mobility and post-study work opportunities.

These provisions should be distinguished from automatic rights to employment or recognition of qualifications.

F. Agriculture and Traditional Medicine

The agreement includes negotiated preferential access for selected agricultural products such as tea and coffee.

Traditional Indian medicine, including AYUSH-related services, also forms part of the wider economic cooperation discussion.

G. Intellectual Property and Standards

Important provisions and areas of cooperation include:

TRIPS-related intellectual property protection

Product-specific rules of origin

Sanitary and Phytosanitary Measures (SPS)

Technical Barriers to Trade (TBT)

Regulatory and standards cooperation
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5. Why Is the Agreement Strategically Important?

1. Export Diversification

Greater access to European markets can reduce excessive dependence on a limited number of export destinations.

2. Employment Generation

Labour-intensive exports can support jobs in textiles, leather, footwear and related industries.

3. MSME Integration

Improved market access can help Indian MSMEs participate in international production networks.

4. Investment and Technology

Deeper economic ties may encourage investment, innovation and technology cooperation.

5. Strategic Autonomy

Stronger economic relations with the EU can support India's diversified international partnerships.

6. Resilient Supply Chains

The agreement may facilitate diversification of sourcing, manufacturing and trade networks.

6. Key Challenges in the India–EU FTA

A. Legal and Institutional Approval

The negotiated agreement requires legal scrutiny and applicable institutional approvals before implementation.

The precise approval process depends on the legal scope of the agreement.

B. Complex Rules of Origin

Product-specific rules of origin are intended to ensure that goods receiving preferential treatment genuinely satisfy the agreed origin

requirements.

Complex compliance requirements can be particularly challenging for smaller exporters.

C. Carbon Border Adjustment Mechanism

The European Union's Carbon Border Adjustment Mechanism (CBAM) introduces carbon-related compliance requirements for covered

imported products.

Relevant sectors include steel, aluminium and cement, among others covered by the mechanism.

Indian exporters may face:

Emissions monitoring and reporting requirements

Additional compliance expenditure

Pressure to adopt cleaner production processes

Competitiveness challenges in carbon-intensive sectors

CIVIL SERVICE GURUKUL
Excellence in Civil Services & State PCS Preparation

Daily News Analysis

www.civilservicegurukul.com

Civil Service Gurukul • All Rights Reserved 13 Oct 2026 •

CIVIL 
SERVICE GURUKUL

www.civ
ilse

rvic
egurukul.co

m

Page 5 of 13



Important Distinction: Tariff elimination under an FTA does not automatically exempt exporters from

applicable CBAM obligations.

D. Services and Visa Barriers

Professional service providers may face immigration restrictions, qualification-recognition requirements and minimum salary thresholds.

E. Data Protection Compliance

The EU's General Data Protection Regulation creates obligations for firms handling personal data.

Cross-border data transfers can require additional legal and technical safeguards.

F. Competition for Domestic Industries

Indian industries may face greater competition from European imports in sectors where tariffs are reduced.

7. CBAM vs FTA: Important UPSC Comparison

Basis Free Trade Agreement CBAM

Primary Purpose Trade liberalisation Address carbon leakage

Main Focus Tariffs and trade rules Embedded emissions in covered goods

Effect on Exporters Potential tariff preferences Carbon-related reporting and compliance

UPSC Area International trade Environment and trade

The two frameworks operate simultaneously and can influence the overall competitiveness of Indian exports.

8. India–EU Security and Defence Partnership

Alongside the trade developments, India and the EU signed a Security and Defence Partnership during the 16th India–EU Summit.

The supplied material identifies this as the EU's third such partnership in Asia after Japan and South Korea.

Potential Areas of Cooperation

Maritime security

Defence industrial cooperation

Cybersecurity

Regional security dialogue

Strategic technology cooperation

The partnership demonstrates that India–EU relations extend beyond commercial trade.

CIVIL SERVICE GURUKUL
Excellence in Civil Services & State PCS Preparation

Daily News Analysis

www.civilservicegurukul.com

Civil Service Gurukul • All Rights Reserved 13 Oct 2026 •

CIVIL 
SERVICE GURUKUL

www.civ
ilse

rvic
egurukul.co

m

Page 6 of 13



9. Related Topic: EURATOM

EURATOM stands for the European Atomic Energy Community.

It was established through the Treaty of Rome in 1957.

Main Objectives

Promote peaceful nuclear-energy cooperation.

Support research and technical knowledge.

Facilitate civil nuclear cooperation.

Maintain safeguards relating to nuclear material.

India and EURATOM signed an agreement on research and development cooperation in the peaceful uses of nuclear energy in July

2020.

India has also been an associate member of CERN since 2017.

UPSC Reminder: EURATOM and CERN are different organisations. EURATOM focuses on

European atomic-energy cooperation, while CERN is an international particle-physics research

organisation.

10. Way Forward

1. Improve India's manufacturing competitiveness and product quality.

2. Strengthen export readiness among MSMEs.

3. Support decarbonisation of carbon-intensive industries.

4. Negotiate effective arrangements for professional mobility.

5. Improve compliance with EU technical and sanitary standards.

6. Strengthen rules-of-origin administration.

7. Promote innovation and value-added exports.

8. Monitor the actual impact of the agreement after implementation.

Core Policy Message: Market access alone cannot guarantee export growth. Domestic productivity,

quality infrastructure, sustainable manufacturing and trade facilitation are equally important.

11. UPSC Prelims Quick Revision

Topic Important Fact
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India–EU FTA Negotiations concluded January 2026

Summit 16th India–EU Summit

Negotiations Began 2007

Talks Suspended 2013

Talks Relaunched 2022

EU Members 27

UK Exit 31 January 2020

EU Single Market Movement of goods, services, capital and people

CBAM Carbon Border Adjustment Mechanism

SPS Sanitary and Phytosanitary Measures

TBT Technical Barriers to Trade

EURATOM European Atomic Energy Community

EURATOM Treaty Treaty of Rome, 1957

12. UPSC Mains Answer-Writing Strategy

GS Paper II

Discuss India–EU relations, economic diplomacy, strategic partnerships and international cooperation.

GS Paper III

Examine trade liberalisation, export competitiveness, MSMEs, industrial policy, CBAM and sustainable growth.

Essay

Use India–EU relations as an example of the interaction between globalisation, economic interdependence, strategic autonomy and

environmental responsibility.

Introduction ? Key Features ? Economic Benefits ? Challenges ? Strategic Significance ? Way

Forward ? Conclusion

Model Mains Question — 250 Words

"The India–EU FTA represents both an economic opportunity and a regulatory challenge for India." Critically examine. 

Suggested Answer Points:

Expand market access for labour-intensive exports.

Improve opportunities for services and investment.

Strengthen India's economic diplomacy.
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Address CBAM and technical standards.

Improve MSME competitiveness.

Develop cleaner and more efficient manufacturing.

Conclusion: The long-term success of the agreement will depend on combining negotiated market access with domestic industrial

reforms, environmental compliance and inclusive competitiveness.

13. UPSC Previous Year Question

Question Authenticity: The following is a traceable UPSC Prelims question on international trade

governance. The exact India–EU FTA announced in 2026 could not have been asked in earlier

examinations.

UPSC PRELIMS 2017 | GS PAPER I

Question: WTO Trade Facilitation Agreement

Consider the following statements:

1. India has ratified the Trade Facilitation Agreement (TFA) of the WTO.

2. TFA is part of the WTO's Bali Ministerial Package of 2013.

3. TFA entered into force in January 2016.

Which statements are correct?

A. 1 and 2 only

B. 1 and 3 only

C. 2 and 3 only

D. 1, 2 and 3

Show Correct Answer and Explanation

Correct Answer: A

India ratified the WTO Trade Facilitation Agreement in April 2016.

It emerged from the 2013 Bali Ministerial Conference.

However, it entered into force on 22 February 2017, not January 2016.

Therefore, statements 1 and 2 are correct.

14. Original UPSC-Style Practice MCQs

These are original exam-oriented questions based on the article. They are not presented as official UPSC previous-year questions.
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PRACTICE 2026 | QUESTION 1

India–EU FTA Negotiations

India–EU FTA negotiations were relaunched in which year?

A. 2013

B. 2017

C. 2022

D. 2025

Answer and Explanation

Correct Answer: C

The negotiations began in 2007, were suspended in 2013 and relaunched in 2022.

PRACTICE 2026 | QUESTION 2

European Union Membership

How many member states does the European Union have?

A. 21

B. 25

C. 27

D. 30

Answer and Explanation

Correct Answer: C

The EU has 27 member states. The UK left the EU in 2020.

PRACTICE 2026 | QUESTION 3

Carbon Border Adjustment Mechanism

The primary objective of CBAM is to:

A. Establish a common European currency

B. Address carbon leakage associated with imports

C. Eliminate all customs duties

D. Replace the WTO

Answer and Explanation
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Correct Answer: B

CBAM addresses carbon leakage by applying carbon-related obligations to covered imports.

PRACTICE 2026 | QUESTION 4

EU Institutions

Which EU institution generally proposes new EU legislation?

A. European Commission

B. European Court of Auditors

C. European Central Bank

D. European Council

Answer and Explanation

Correct Answer: A

The European Commission proposes legislation and implements EU policies.

PRACTICE 2026 | QUESTION 5

EURATOM

EURATOM was established through:

A. Treaty of Versailles

B. Treaty of Rome

C. Treaty of Maastricht

D. Treaty of Lisbon

Answer and Explanation

Correct Answer: B

EURATOM was established through the Treaty of Rome in 1957.

PRACTICE 2026 | QUESTION 6

Rules of Origin

Rules of origin in an FTA are primarily used to:

A. Determine product origin for trade preferences

B. Fix central bank interest rates
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C. Set domestic income-tax rates

D. Regulate foreign exchange reserves

Answer and Explanation

Correct Answer: A

Rules of origin determine whether goods satisfy the requirements for preferential treatment under an agreement.

PRACTICE 2026 | QUESTION 7

India–EU FTA Status

Which statement best describes the January 2026 announcement?

A. India joined the EU.

B. Negotiations for an FTA concluded.

C. India adopted the euro.

D. India entered the Schengen Area.

Answer and Explanation

Correct Answer: B

The announcement concerned the conclusion of FTA negotiations. It did not constitute EU membership or automatic entry

into force.

15. UPSC Preparation: Key Question Themes

Theme Relevant Paper

India–EU Relations GS Paper II

International Trade Agreements GS Paper III

CBAM and Climate Policy GS Paper III

European Union Institutions Prelims

MSMEs and Export Competitiveness GS Paper III

Strategic Autonomy GS Paper II and Essay

Rules of Origin and SPS/TBT Prelims and GS Paper III

Final Revision Strategy

Prelims: Revise EU membership, major institutions, FTA negotiation dates, CBAM, EURATOM, SPS, TBT and rules of origin.

Mains: Focus on India's export competitiveness, labour-intensive sectors, services trade, strategic relations, carbon-related barriers and

the way forward.
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16. Conclusion

The India–EU Free Trade Agreement represents a major development in India's international economic engagement.

The negotiated framework could expand export opportunities, encourage investment, strengthen services cooperation and support

deeper strategic ties.

However, regulatory barriers, carbon-related obligations, rules-of-origin requirements and domestic competitiveness will influence the

eventual gains.

Final UPSC Takeaway: The India–EU FTA demonstrates how modern trade agreements combine

economic liberalisation, strategic diplomacy, environmental regulation and domestic industrial policy.
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