India—UK Free Trade Agreement 2025 - A Landmark Deal with Strategic
Significance

On July 24, 2025, India and the United Kingdom signed the Comprehensive Economic and Trade
Agreement (CETA) during Prime Minister Narendra Modi's visit to London. This marks a major break-
through in India’s global trade diplomacy. For the UK, it's their most significant deal post-Brexit. For Indiq,
it is the first major pact with a Western power after the European Free Trade Association (EFTA) agree-
ment in 2024. This agreement is not just about trade—it’s a strategic partnership that reflects deeper

economic alignment and political trust. It has the potential to double bilateral trade from $56 billion to
$120 billion by 2030.
Key Provisions of the Deal
1. Market Access & Tariff Reductions
1. India’s Gains - 99% of Indian goods will now enter the UK duty-free. Major sectors that will benefit in-
clude -
1. Textiles and garments
2. Leather and footwear
3. Engineering goods
4. Marine products
5. Gems and jewellery
2. UK’s Gains -
1. Tariffs eliminated or reduced on 90% of UK exports.
2. Scotch whisky and gin - Duties slashed from 150% to 75% immediately, and to 40% over 10 years.
3. Luxury cars - Tariff reduced to 10% under a quota system.
4. Other benefiting sectors - cosmetics, electronics, medical devices, lamb, salmon, machinery.
2. Services, Mobility & Investment
1.  Work Visas - 1,800 annual UK visas for Indian professionals, including IT experts, chefs, yoga instruc-
tors, musicians.
2. Social Security - Indian workers in the UK will be exempt from National Insurance contributions for 3
years.
3. Government Procurement - UK companies can bid for Indian government contracts worth up to
£38 billion, in non-sensitive sectors.
3. Strategic & Sectoral Cooperation
Launch of “Vision 2035" for cooperation in -
1. Defence
2. Green energy
3. Education & innovation
4. Clean technologies
Electric Vehicles (EVs) - UK granted quota access for Indian EV exports.
4. Other Key Provisions
1. No Carbon Border Adjustment Mechanism (CBAM) was included—relief for Indian exporters.
2. Indian firms in the UK are exempt from double social security contributions for three years.
3. No “Economic Needs Test"” for Indian professionals, easing service access.
4. UK gains unprecedented access to India’s public procurement—a bold and strategic move by India.

Economic Gains for Both Sides Country Projected Gains

UK £4.8 billion in GDP per year, £2.2 billion in wages, £1.8 bil-
lion in tax revenue

India Surge in exports, FDI, remittances; expected trade vol-
ume - $120 billion by 2030




Beyond numbers, it builds investor confidence and opens up long-term opportunities for small
and mid-sized businesses in both countries.

India’s Strategy - What Makes This Deal Stand Out
Unlike many past FTAs, the India—UK agreement has clear, measurable benefits across goods,

services, and investment. The Indian side succeeded in protecting sensitive sectors like agriculture—no

concessions were given on dairy, apples, walnuts, whey, seeds, etc. Similarly, the UK kept some meat and

egg-based products out. This selective liberalization reflects India’s calibrated approach—open where

competitive, protective where necessary.

A Template for India—US Trade Talks

India is currently negotiating an interim trade deal with the United States, under pressure from an August

1 deadline to avoid up to 26% tariffs. The UK deal offers several strategic cues -

1. Sector-Specific Gains - Like with the UK, India will likely push for gains in labour-intensive sectors
(textiles, gems, engineering).

2. Tariff Advantage - The UK deal reduced average tariffs on UK goods from 15% to 3%. India will aim to
secure similar or better terms with the US to maintain its edge over competitors like Vietnam.

3. Agriculture as aRed Line - As seen in the UK deal, India is expected to resist US pressure to open up
the agri market—especially for GM foods like soy and corn.

4. Avoiding Transhipment Clauses - India will be cautious of clauses that penalize use of imported
intermediate goods (common in pharma and electronics).

In short, the UK FTA gives India a benchmark, both in terms of what to seek and what to avoid in up-

coming deals.

Way Forward

1. Ratification - The deal still needs UK parliamentary approval, expected by late 2025. Implementa-
tion will begin soon after.

2. Utilisation - A major concern with FTAs is low industry awareness and uptake. This time, business
leaders from both sides are engaged early, forming working groups to monitor and maximise gains.

3. Replication - The success of this agreement can unlock similar pacts with the EU, US, and Australia.

4. Monitoring - A joint review mechanism will be essential to ensure provisions are used and misuses
are addressed.

Conclusion

The India—UK trade agreement is a milestone in India’s trade history. It not only unlocks economic
gains but also signals India’s arrival as a serious and strategic player in global trade negotiations. For
civil services aspirants; it's a classic example of how diplomacy, economics, and domestic interests in-
tersect. This FTA sets a template—sectoral clarity, strategic cooperation, calibrated liberalisation. It
shows how India can build partnerships without compromising on core interests. As India prepares for
deals with the US and EU, the UK agreement is both a milestone and a map—a confident step towards
shaping a more assertive and future-ready trade policy.
Main Practice Question
1. Critically examine the significance of the India—UK Comprehensive Economic and Trade Agreement
(CETA) of 2025 in shaping India’s future trade diplomacy, especially with reference to ongoing India—-US
negotiations.
Answer Guidelines -
1. Introduction (30-50 words) - Briefly introduce the India—UK CETA signed in July 2025. Mention it as a
landmark post-Brexit deal and a key achievement in India’s evolving trade policy.
2. Body (200-220 words) -
1. Significance of India-UK CETA -
1. Market access for Indian goods (99% duty-free in UK).
2. Gains for sectors like textiles, leather, marine products.
3. Strategic cooperation in EVs, green energy, defence.



4. Mobility benefits - visas, social security exemptions.

2. Reflecting a Mature Trade Strategy -

1. Selective liberalisation - agriculture excluded, indicating defensive realism.

2. Encourages FDI and procurement access for UK firms—balanced reciprocity.

3. Institutional trust - Joint monitoring and cooperation frameworks.

3. Lessons for India-US Trade Talks -

1. Sectoral leverage - Push for access in labour-intensive sectors.

2. Red lines clarified (e.g., GM food, transshipment clauses).

3. CETA sets benchmark tariff rates and negotiation templates.

4. Builds diplomatic capital ahead of tight US deal deadlines.

4. Conclusion (30-50 words) - CETA is both a template and test case for India’s economic diplomacy.
Its success could enhance India’s negotiating position globally, especially with the US and EU, reinforcing
India’s vision as a key trade partner without compromising on core interests.



