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 Page 01 : GS II : International Relations / Prelims Exam 

After nearly two decades of intermittent negotiations, India and the European Union (EU) have concluded what has been 

described as India’s largest-ever Free Trade Agreement. Termed the “mother of all deals”, the FTA covers trade in goods, 

services, investment facilitation, sustainability, and strategic cooperation. The agreement is significant not only for its economic 

scale—covering two economies that together account for nearly one-third of global trade—but also for its geopolitical relevance 

amid global trade fragmentation and supply chain disruptions. 

 

Key Features of the Agreement 

1. Trade in Goods 

The EU will eliminate tariffs on 99.5% of Indian exports, with over 90% of exports receiving zero-duty access from day one. 

Major beneficiary sectors for India include textiles, apparel, leather, footwear, marine products, gems and jewellery, toys, 

sports goods, chemicals, plastics, and base metals. 

India has offered tariff concessions on 97.5% of EU exports, with phased reductions over 5–10 years for sensitive sectors. 

European wines and luxury automobiles will become cheaper in India under quota-based, reduced-duty mechanisms. 
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2. Protection of Sensitive Sectors 

India has protected its agriculture and dairy sectors, while the EU has 

excluded products such as beef, sugar, rice, milk powder, and 

ethanol from full liberalisation. 

This reflects India’s cautious approach towards livelihood security and 

food sovereignty. 

3. Trade in Services 

The EU has opened 144 services sub-sectors for India, including IT/ITeS, 

professional services, education, and business services. 

India has committed to 102 services sub-sectors of interest to the EU, 

including telecom, maritime, financial, and environmental services. 

The deal complements India’s strength in skilled manpower with 

Europe’s capital and technology. 

4. Carbon Border Adjustment Mechanism (CBAM) 

A limited but important understanding has been reached on the EU’s 

CBAM, which impacts carbon-intensive exports like iron and steel. 

India has secured: 

Recognition of Indian carbon verifiers 

Enhanced technical cooperation 

A Most-Favoured Nation (MFN)-type assurance, ensuring any CBAM concessions to third countries will 

automatically apply to India. 

5. Nuclear and Strategic Cooperation 

Parallel to the FTA, India and the EU reaffirmed cooperation under the India–Euratom Agreement, focusing on: 

Peaceful uses of nuclear energy 

Nuclear safety, security, and non-power applications (e.g., radio-pharmaceuticals) 

Collaboration in ITER and research funding under Horizon Europe. 
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6. Geopolitical and Strategic Dimension 

Prime Minister Narendra Modi highlighted 

the FTA as a stabilising force amid global 

turmoil. 

European Commission President Ursula von der 

Leyen emphasised reduced strategic 

dependency and rules- based 

cooperation. 

The deal is complemented by a Security and 

Defence Partnership, covering 

counter-terrorism, maritime security, 

cybersecurity, and defence industrial 

cooperation. 

Significance for India 

Economic: Enhances export 

competitiveness, boosts employment 

in labour-intensive sectors, and integrates 

India deeper into global value chains. 

Strategic: Diversifies trade partners 

beyond over-dependence on any single market and strengthens India’s position in a multipolar world. 

Environmental & Regulatory: Creates a framework to engage with evolving global standards like CBAM rather than 

confronting them unilaterally. 

Institutional: Reinforces India’s credibility as a reliable, long-term trade partner capable of concluding complex mega trade 

deals. 

Challenges and Concerns 

Adjustment pressure on domestic industries facing European competition, especially in automobiles and high-end 

manufacturing. 

Compliance costs related to environmental and technical standards. 

Ratification risks, as the agreement still requires approval by the European Parliament and EU member states. 

Conclusion 
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The India–EU FTA marks a transformational milestone in India’s trade 

diplomacy. Beyond tariff reductions, it symbolises a strategic alignment between two democratic, rule-based economies at a 

time of global uncertainty. If implemented effectively, the agreement can act as a catalyst for exports, investment, technological 

collaboration, and strategic autonomy. For UPSC purposes, it stands as a strong example of how trade policy, geopolitics, 

climate concerns, and strategic partnerships increasingly intersect in contemporary international relations. 

 

UPSC Prelims Exam Practice Question 

Ques: The Carbon Border Adjustment Mechanism (CBAM), recently discussed in India–EU negotiations, primarily aims 

to: 

(a) Promote free trade by eliminating tariffs on carbon-intensive goods 

(b) Impose additional costs on imports based on their carbon emissions 

(c) Provide subsidies to developing countries for green technologies 

(d) Harmonise global carbon taxation systems 

Ans: (b) 

UPSC Mains Exam Practice Question 

Ques: Analyse the potential impact of the India–EU FTA on India’s labour-intensive sectors. What challenges may arise in its 

implementation? (150 Words) 
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Page 04 : GS II : International Relations 

In a sharply worded intervention at the United Nations Security Council (UNSC), India categorically rejected Pakistan’s attempt to 

frame terrorism and cross-border actions as a “new normal” in international relations. Responding to remarks by Pakistan during 

a UNSC open debate on “Reaffirming international rule of law”, India asserted that terrorism cannot be normalised and accused 

Pakistan of using it as an instrument of state policy. The statement reflects India’s consistent diplomatic posture on cross-border 

terrorism and its effort to shape global norms on accountability. 

Background of the Issue 

The exchange took place during a UNSC open debate on international rule of 

law. 

Pakistan raised issues related to Operation Sindoor, Jammu and Kashmir, and 

the Indus Waters Treaty, attempting to project India as destabilising 

regional peace. 

India responded through its Permanent Representative, Parvathaneni Harish, 

countering Pakistan’s narrative as “false and self-serving”. 

India’s Core Arguments 

1. Terrorism Cannot Be a ‘New Normal’ 

India strongly rejected Pakistan’s assertion that there should be “no new normal 

based on coercion or impunity.” 

India clarified that the real abnormality is the continued tolerance of terrorism, 

particularly when it is backed by state policy. 

The statement reinforced India’s long-standing position that no political or 

strategic justification can legitimise terrorism. 

2. Pakistan’s Conduct at the UNSC 

India pointed out that Pakistan, despite being an elected UNSC member, uses 

international platforms with a single-point agenda to target India. 

India warned against allowing the UNSC to become a forum for legitimising 

terrorism under diplomatic rhetoric. 

3. Right to Self-Defence 
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India asserted its sovereign right to take all necessary measures to 

protect the life and security of its citizens. 

This aligns with international law principles, including the right to self-defence against non-state actors supported by states. 

4. Questioning Pakistan’s Credibility 

India dismissed Pakistan’s account of Operation Sindoor as misleading. 

The rebuttal implicitly highlights Pakistan’s credibility deficit due to its past record of terror financing and sheltering 

extremist groups. 

Significance for India 

Diplomatic Significance 

Reinforces India’s narrative of being a victim of cross-border terrorism, not an aggressor. 

Counters Pakistan’s repeated attempts to internationalise bilateral issues like Kashmir. 

Normative Significance 

Strengthens the global discourse that terrorism cannot be contextualised or selectively condemned. 

Supports India’s demand for zero tolerance towards terrorism at multilateral forums. 

Strategic Significance 

Signals India’s resolve that deterrence and counter-terror actions are defensive, not escalatory. 

Sends a message to the international community amid evolving debates on coercion, impunity, and rule of law. 

Challenges and Limitations 

UNSC debates often remain declaratory, with limited enforceability. 

Pakistan’s presence as an elected member allows it continued access to global platforms. 

Divergent interests of major powers often dilute collective action on state-sponsored terrorism. 

Conclusion 

India’s statement at the UNSC underscores a clear and principled stance: terrorism cannot be normalised, excused, or selectively 

interpreted. By firmly rebutting Pakistan’s narrative, India reaffirmed its commitment to international rule of law while asserting 

its right to safeguard national security. For UPSC, this episode illustrates the intersection of foreign policy, international law, 
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counter-terrorism, and multilateral diplomacy, highlighting India’s 

effort to shape global norms in an increasingly contested international order. 

UPSC Mains Exam Practice Question   

Ques : Discuss the challenges faced by the United Nations Security Council in addressing state-sponsored terrorism. 

How has India used multilateral forums to counter attempts at legitimising terrorism? (150 Words) 

Page 08 : GS III : Indian Economy / Prelims Exam 

India’s ambition to achieve 500 GW of non-fossil fuel capacity by 2030 hinges critically on building strong domestic 

manufacturing ecosystems for solar photovoltaics (PV) and advanced chemistry cell (ACC) batteries.  

The Production Linked Incentive (PLI) scheme has been positioned as the main industrial policy instrument to achieve this 

objective, drawing confidence from its relative success in telecom manufacturing.  

However, the experience with solar PV and battery cell manufacturing reveals structural 

limitations of relying primarily on capital incentives to build high-technology, upstream 

manufacturing capacity. 

Core Issues Highlighted in the Article 

1. Uneven Progress Across the Value Chain 

In solar PV manufacturing, downstream activities such as module assembly have 

progressed relatively well (around 56% of targets achieved). 

In contrast, upstream segments—polysilicon and wafers—have reached only 14% and 10% 

of targets respectively. 

These upstream stages are capital-intensive, technology-heavy, and knowledge-driven, 

making them harder to scale quickly. 

Implication: 

India risks remaining dependent on imported raw materials despite domestic assembly, 

undermining true self-reliance. 

2. Battery Manufacturing Lag and EV Transition Risks 

The PLI scheme for ACC battery manufacturing aimed to create 50 GWh capacity with an 

outlay of ₹18,000 crore. 

By late 2025, only 1.4 GWh (2.8%) had been commissioned. 



                        
 
 
 

Add- 21/B, Om Swati Manor Chs, J.K. Sawant Marg, Opp. Shivaji Natyamandir, Behind 
Cambridge Showroom, Dadar (West) Mumbai – 400028   
Con.- 09820971345, 9619071345, 9223209699                  
G-mail-lakshyaacademymumbai@gmail.com 

 

 

Daily News Analysis 
 

 

Challenges include: 

Strict domestic value addition (DVA) norms (25% in 2 years, 60% in 5 years). 

Complexities of gigafactory construction. 

Limited access to experienced foreign technical experts, especially from China. 

Implication: 

Delays threaten India’s electric vehicle (EV) transition and energy storage goals. 

3. Limits of Capital Support as an Industrial Strategy 

The article argues that capital subsidies alone cannot compensate for: 

Decades of accumulated R&D 

Skilled manpower and tacit manufacturing knowledge 

Mature supplier ecosystems 

High-technology manufacturing depends on learning-by-doing, process optimisation, and cumulative expertise, which 

cannot be fast-tracked only through fiscal incentives. 

4. Technology Transfer: Not a Silver Bullet 

Indian corporates expect international technology transfers to bridge gaps. 

However: 

Such transfers are expensive and tightly controlled. 

They may not lead to rapid indigenisation or cost competitiveness. 

Several firms now face penalties for missing PLI milestones, reflecting a mismatch between policy design and industrial 

realities. 

Broader Policy and Governance Concerns 

Design Bias in PLI: 

Greater emphasis on net worth and financial capacity rather than technical capability and experience. 

Industrial Ecosystem Gap: 

Weak domestic supplier base for equipment, chemicals, and precision components. 
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Human Capital Constraint: 

Insufficient long-term investment in specialised workforce training and applied research. 

Way Forward (Reforms Suggested) 

Recalibrate PLI Design 

Prioritise technical expertise, process know-how, and credible technology partnerships. 

Targeted Support for Upstream Segments 

Focus on polysilicon, wafers, cathode/anode materials, and cell chemistry. 

R&D and Skill Development 

Long-term public investment in materials science, electrochemistry, and manufacturing engineering. 

Flexible DVA Timelines 

Align localisation targets with technological learning curves. 

Strategic Global Integration 

Balance self-reliance with pragmatic access to global talent and supply chains. 

Conclusion 

The experience of solar PV and battery manufacturing under the PLI scheme highlights a crucial lesson for India’s industrial 

policy: financial incentives cannot substitute for deep technological capability and human capital. While PLI has catalysed 

assembly-level manufacturing, upstream, high-technology segments demand a longer gestation period, sustained R&D, and 

ecosystem-based support. For India’s energy transition and climate commitments to be credible, industrial policy must evolve 

from a capital-centric approach to a capability-centric one, integrating finance with knowledge, skills, and institutional depth. 
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UPSC Prelims Exam Practice Question   

Ques: The Production Linked Incentive (PLI) scheme differs from traditional subsidies because it: 

(a) Provides upfront capital grants to firms 

(b) Links incentives to production and sales performance 

(c) Focuses only on MSMEs 

(d) Is restricted to renewable energy sector 

Ans: (b) 

UPSC Mians Exam Practice Question   

Ques: Examine the limitations of the Production Linked Incentive (PLI) scheme as an instrument for developing high-

technology manufacturing in India. (150 Words) 
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Page 08 : GS III : Indian Economy  / Prelims Exam 
India’s four Labour Codes, implemented in November 2025, mark the most comprehensive labour law reform since 

Independence. By subsuming 29 central labour laws into four Codes—on wages, industrial relations, social security, and 

occupational safety—the reform seeks to simplify compliance, promote formalisation, and balance worker protection with labour 

market flexibility. Given that India is a young country with a median age below 30, the impact of these Codes on youth 

employment is especially critical in shaping the future of work. 

 

Background: Youth Employment Context 

Despite its demographic advantage, India faces a serious youth employment challenge: 

As per Periodic Labour Force Survey (PLFS) 2023–24: 

Labour force participation (15–29 years): 46.5%, versus 76.4% for ages 30–59 
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Youth unemployment: 10.2%, compared to <1% for older 

adults 

Gender gap is stark: 

Young women’s participation: 28.8% 

Urban young women unemployment: 20.1% 

Informality dominates youth employment: 

Nearly 90% of young workers are informally employed 

Over 60% of young regular workers lack social security 

66.1% of young regular workers have no written contract 

Additionally, youth are increasingly concentrated in gig and platform work, with NITI Aayog estimating gig workers to rise from 

77 lakh (2020–21) to 2.35 crore by 2029–30. 

How the Labour Codes Affect Youth Employment 

1. Formalisation and Wage Security 

Introduction of a statutory national floor wage can improve earnings for young workers clustered in low-paid, entry-level 

jobs. 

Mandatory appointment letters and guaranteed wage payments (including during leave) strengthen baseline job security. 

2. Fixed-Term Employment and Flexibility 

The Industrial Relations Code legitimises fixed-term employment, common among youth. 

It mandates parity in wages and benefits between fixed-term and permanent workers. 

Fixed-term employees become eligible for gratuity after one year, improving social protection. 

3. Expansion of Social Security 

The Code on Social Security extends coverage to unorganised, gig, and platform workers, including health, maternity, 

disability, education, and skill development benefits. 

Gig and platform workers are explicitly recognised for the first time in national labour law, with provisions for registration 

(from age 16) and the creation of National and State Social Security Boards. 

4. Labour Market Transparency 
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Mandatory vacancy reporting to career centres improves job-

market information flows, which can particularly benefit first-time job seekers. 

Key Challenges and Gaps 

Incomplete Coverage of Informal Youth 

Many provisions mirror the older Unorganised Workers’ Social Security Act, 2008, which had limited impact. 

Enterprise-size thresholds (less than 10 workers) exclude a significant share of young workers, even in larger 

establishments. 

Gig and Platform Work Ambiguities 

Provisions for gig workers rely on discretionary language. 

Weak statistical identification of platform work—often subsumed under self-employment—limits effective targeting. 

Contractual Insecurity Persists 

A large proportion of young workers still lack written or long-term contracts, reducing the real-world impact of legal 

reforms. 

Data and Implementation Deficit 

Despite recommendations from the Second National Commission on Labour (2002), labour statistics and 

registration systems have not kept pace with technological and workplace changes. 

Way Forward 

Strengthen labour data systems to explicitly identify gig and platform workers in surveys. 

Proactive worker registration using digital platforms to ensure benefit delivery. 

Reduce discretion in social security provisions for gig workers through clearer rules. 

Gender-sensitive implementation, especially in urban labour markets. 

Align labour reforms with skill development and education policy to improve youth employability. 

Conclusion 

The new Labour Codes represent a structural shift in India’s labour governance, with the potential to reshape youth employment 

by encouraging formalisation, improving wage security, and extending social protection to emerging forms of work. However, 

persistent informality, contractual insecurity, and data gaps limit their transformative impact. For India to fully leverage its 

demographic dividend, labour reforms must be complemented by robust implementation, better labour statistics, and targeted 
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protection for young and gig workers. Only then can the future of work 

for India’s youth become more secure, inclusive, and productive. 

 

 

 

UPSC Prelims Exam Practice Question   

Ques:  The introduction of a statutory national floor wage under the Code on Wages is primarily intended to: 

(a) Replace minimum wages fixed by State governments 

(b) Ensure uniform wages across all sectors and States 

(c) Provide a baseline for minimum wage fixation, especially for low-paid workers 

(d) Eliminate informal employment  

Ans: c) 

UPSC Mains Exam Practice Question   

Ques: Discuss how the Code on Social Security attempts to address the challenges faced by gig and platform workers. What 

gaps remain in ensuring meaningful protection for India’s youth workforce? (150 Words) 
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Page 11 : GS II : International Relations  
The conclusion of the India–European Union Free Trade Agreement (FTA), alongside the Comprehensive Strategic Agenda for 

2030, marks a qualitative shift in India–EU relations from trade facilitation to co-development of frontier technologies.  

Unlike earlier technology partnerships focused on supply-chain resilience, the new framework operationalises joint R&D in 

semiconductors and artificial intelligence (AI). By linking India’s design talent and data assets with Europe’s research 

infrastructure and regulatory capacity, the FTA aims to strengthen strategic autonomy in critical technologies amid 

intensifying global techno-geopolitical competition. 

 

Evolution of India–EU Tech Cooperation 

Phase I: Strategic Dialogue (up to 2021) 
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Under the India–EU Strategic Partnership Roadmap 2025, 

cooperation remained limited to broad areas like cybersecurity, 5G, and data protection. 

There was no concrete mechanism for hardware collaboration or AI model development. 

Phase II: Institutionalisation (from 2022) 

Launch of the India–EU Trade and Technology Council (TTC) by Narendra Modi and Ursula von der Leyen. 

Creation of Working Group on Strategic Technologies shifted engagement from diplomacy to expert-driven technical 

cooperation. 

Phase III: From Supply Chains to Co-Innovation (2023 onwards) 

The Semiconductor MoU (2023) initially focused on supply-chain resilience and early-warning systems. 

The FTA transforms this into an offensive innovation partnership, emphasising design, prototyping, and next-generation 

applications. 

Semiconductor Dimension: Focus on Heterogeneous Integration 

1. Strategic Rationale 

India is years away from establishing cutting-edge logic fabrication (2–3 nm nodes). 

The FTA therefore pivots to advanced packaging and heterogeneous integration, where multiple chips (logic, memory, 

sensors) are combined into a single package. 

2. Importance for AI 

Modern AI accelerators depend more on memory proximity and packaging efficiency than transistor miniaturisation alone. 

This allows India and the EU to target high value-added, less capital-intensive segments of the semiconductor value chain. 

3. Complementarity of Strengths 

India holds ~20% of global chip design talent (largely employed by US firms). 

The EU possesses world-class research infrastructure such as IMEC (Belgium) and Fraunhofer-Gesellschaft (Germany). 

The agreement seeks to integrate India’s human capital with Europe’s physical and institutional capital, reducing 

dependence on US intellectual property. 

4. Blue Valleys Concept 

Creation of regulatory enclaves (“Blue Valleys”) aligning Indian manufacturing with EU technical standards. 
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This effectively extends EU Single Market standards to Indian soil, 

enabling seamless integration into European supply chains without repeated certification. 

AI Dimension: Towards a Common Market for AI 

1. Regulatory and Institutional Linkages 

Formal linkage between the European AI Office and India’s National AI Mission / IndiaAI Safety Institute. 

Enables direct regulator-to-regulator engagement, bypassing slow diplomatic channels. 

2. Convergence on AI Safety and Testing 

Joint work on testing, evaluation, and safety benchmarks for AI models. 

Over time, this could lead to mutual recognition of AI safety certifications, reducing compliance costs for developers. 

3. Brussels Effect in Action 

EU’s regulatory norms—rooted in the Charter of Fundamental Rights—may indirectly shape Indian AI systems. 

Potential benefits for Indian users include stronger safeguards against algorithmic bias and intrusive surveillance. 

4. Risks and Limitations 

Possibility of regulatory dualism, where firms deploy high-standard AI for EU markets while offering weaker protections 

domestically. 

Highlights the need for stronger domestic enforcement and AI governance capacity in India. 

Financial and Innovation Support Mechanisms 

1. Horizon Europe Association 

Exploring India’s association with Horizon Europe, the EU’s €95.5 billion research framework. 

Would allow Indian entities to lead consortia and directly access EU grants, benefiting high-risk semiconductor and AI R&D. 

2. Startup and Patient Capital 

Partnership with the European Innovation Council to provide patient capital for deep-tech sectors such as quantum 

computing and advanced chip architectures. 

Linked with Start-up India, creating a cross-border funding corridor for hard technologies often neglected by private venture 

capital. 
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Strategic Significance 

Economic: Moves India up the value chain from assembly to design, integration, and innovation. 

Technological: Builds indigenous AI hardware and governance capacity. 

Geopolitical: Reduces reliance on US-centric technology ecosystems; strengthens multipolar tech order. 

Regulatory: Positions India within a global rule-making ecosystem for AI and emerging technologies. 

Conclusion 

The India–EU FTA represents a paradigm shift from trade liberalisation to techno-strategic partnership. By jointly targeting 

advanced semiconductor integration and AI governance, the agreement leverages complementarities between India’s talent and 

Europe’s research and regulatory strengths. However, realising these gains will depend on effective implementation, domestic 

regulatory capacity, and ensuring that high standards apply not only to exports but also to technologies deployed within India.  

UPSC Prelims Exam Practice Question   

Ques: The term “heterogeneous integration”, recently seen in news, is best associated with: 

(a) Integration of AI algorithms with big data platforms 

(b) Stacking different types of semiconductor chips in a single package 

(c) Manufacturing chips using multiple lithography nodes simultaneously 

(d) Combining public and private capital for semiconductor fabs 

Ans : b) 

UPSC Mains Exam Practice Question   

Ques : The India–EU FTA seeks to reduce strategic dependence in critical technologies. Examine the opportunities 

and limitations of this approach in the context of AI hardware and semiconductor ecosystems. (150 Words) 
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Page : 08 : Editorial Analysis  
 

 

 

 

 

 

 

 

GS Paper III : Environment 

UPSC Mains Practice Question: Critically analyse the role of “super credits” in accelerating 

electric vehicle adoption. Should India rely on such regulatory accounting tools for e-LCVs, or 

do they risk delaying full electrification? (250 Words) 
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Context :  

Light Commercial Vehicles (LCVs) — sub-3.5 tonne trucks that power India’s logistics and e-commerce ecosystem -  have long 

remained outside the ambit of India’s vehicle fuel-efficiency regulations.  

While passenger cars have been regulated under CAFE norms, LCVs operated in a policy blind spot despite their high 

utilisation, urban concentration, and growing emissions footprint.  

The fuel consumption standards for LCVs proposed in July 2025 mark a crucial policy shift, with significant implications for 

decarbonisation, electric mobility, and industrial strategy. 

Why LCVs Matter in India’s Clean Transport Agenda 

LCVs accounted for 48% of commercial goods vehicles in 2024, yet electrification stood at just 2%. 

Their role in last-mile delivery means they operate intensively in cities, amplifying local air pollution and CO₂ emissions. 

Even marginal electrification shows impact: without the small share of e-LCVs, fleet emissions would rise from 147.5 to 150 g 

CO₂/km. 

Policy relevance: Targeting LCVs offers high emissions reduction per vehicle, making them low-hanging fruit for climate and 

urban air-quality goals. 

The Regulatory Shift: Fuel Efficiency Standards (2027–2032) 

The proposal by Bureau of Energy Efficiency introduces fleet-average CO₂ standards for LCVs for the first time. 

Automaker lobbying for exemption — citing cost sensitivity and ICE technology constraints — was rejected, signalling 

stronger commitment to decarbonisation. 

Significance: 

This closes a major regulatory gap and aligns India’s transport policy with global best practices. 

Electrification Economics: Why Stringency Matters 

Research by the International Council on Clean Transportation (ICCT) highlights a critical threshold: 

At 116.5 g CO₂/km, electrification becomes more cost-effective for compliance than further ICE optimisation. 

The proposed standard of 115 g CO₂/km marginally crosses this threshold. 

Implication: 

The standard makes e-LCVs viable, but not inevitable. 
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Manufacturers may still prefer incremental ICE improvements 

unless standards tighten further. 

Super Credits: Catalyst or Constraint? 

What are super credits? 

Regulatory multipliers that count each electric vehicle as more than one vehicle for compliance purposes. 

Global practice: 

Used in China, the EU, and the US to overcome the early-stage cost barrier of EVs. 

India’s proposal: 

Assigns zero CO₂ to e-LCVs and introduces super credits. 

However, it also: 

Extends credits to hybrids and select ICE technologies 

Allows CO₂ offset factors for conventional vehicles 

Risk: 

This may delay full electrification, as firms can comply by tweaking ICEs or deploying hybrids instead of investing in BEVs. 

Experience from passenger cars shows that lax standards + prolonged incentives result in low EV penetration (only ~3% 

even after 8 years of CAFE). 

Structural Challenges to e-LCV Adoption 

High upfront costs 

Conventional LCVs: < ₹10 lakh 

e-LCVs: significantly higher, despite lower total cost of ownership 

Policy inconsistency 

Central schemes like PM E-DRIVE exclude LCVs 

Support depends on uneven State policies (e.g., Maharashtra, Madhya Pradesh) 

Chicken-and-egg problem 

Low demand → limited models → high costs 
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High costs → weak demand → slow innovation 

Way Forward 

Increase stringency gradually but predictably 

Clear glide path beyond 2032 to push manufacturers decisively towards BEVs 

Time-bound super credits 

Strong incentives for e-LCVs initially, with planned phase-out for hybrids and ICE offsets 

Align fiscal incentives with regulations 

Include LCVs in national EV incentive schemes to complement standards 

Focus on urban freight electrification 

Integrate e-LCVs into city-level clean air and climate action plans 

Learn from passenger car experience 

Avoid repeating the mistake of relaxed norms that lock in ICE dominance 

Conclusion 

India’s proposed fuel-efficiency standards for LCVs are a necessary and overdue reform, capable of reshaping the freight 

electrification landscape. However, regulatory ambition, not mere inclusion, will determine outcomes. A sufficiently stringent 

standard, combined with targeted and time-bound incentives, can trigger scale, innovation, and cost reduction in e-LCVs. 

Otherwise, India risks replicating the passenger-car trajectory — incremental efficiency gains, prolonged ICE reliance, and missed 

climate opportunities. For India’s clean transport transition, LCVs can either be the spark or another stalled promise. 

 

 

 

 


