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Purpose
The EU Carbon Border Adjustment Mechanism (CBAM) came into effect in January 2026 as part of the EU’s 
vision and strategy on decarbonisation. The legislation to be progressively implemented and come into full effect 
in 2034, has implications for imports of various commodities with high embedded carbon emissions, like steel. 
The EU is a preferred export destination for Indian steel, and therefore this regulation provides challenges, but 
also opportunities, for the Indian steel industry.

This briefing paper introduces the EU CBAM and its implications for the Indian steel industry. In addition, it also 
collates perspectives and insights from leading Indian steel sector practitioners to provide an overview of the 
path forward, both for the industry and the policy community of both India and the EU, to adjust to this emerging 
new reality.
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1. Overview of the Indian Steel Sector

1.1 HISTORY

India’s steel industry has evolved through distinct phases shaped by national priorities, policy shifts, and global market 
integration, as enumerated below.

•	 Post-Independence era (1947–1991), steel was designated a strategic sector under state-led industrial planning. 
The establishment of Hindustan Steel Limited (later Steel Authority of India Limited, SAIL) and integrated steel 
plants at Bhilai, Bokaro, Durgapur, and Rourkela during the 1950s-60s laid the foundation for domestic capacity. 
During this period, the sector operated under licensing restrictions and production controls.

•	 Liberalisation and Deregulation (1991–2010) Economic liberalisation in 1991 removed licensing requirements, 
opened the sector to private investment, and enabled capacity expansion by domestic players such as Tata Steel and 
emerging groups like JSW and Essar. This period saw significant brownfield and greenfield expansions, technology 
upgrades, and growing integration with global steel trade.

•	 Emergence as a Global Producer (2010- to present times) India’s steel output accelerated through the 2010s, driven 
by infrastructure development, urbanisation, and industrial growth. The National Steel Policy, 2017 formalised 
long-term capacity and consumption targets, while initiatives such as Make in India reinforced steel’s role in 
manufacturing strategy.  In 2018, India became the world’s second-largest steel producer, surpassing Japan. In 2019, 
India introduced the Steel Scrap Recycling Policy to promote a circular economy and reduce import dependence. In 
2024, India became the first country to introduce a Green Steel Taxonomy, establishing a framework for classifying 
steel based on emissions intensity. 

1.2 PRODUCTION

India’s steel industry is a central pillar of its industrial and manufacturing ecosystem, with steel serving as both a raw material 
and an intermediary product across infrastructure, construction, transportation, engineering, machinery, and automotive 
sectors. The sector contributes approximately 2% to GDP and occupies a core position in industrial development.

Production Structure The Indian steel industry is classified into three segments:

Segment Description Share of Capacity (FY 2024-25)

Major Producers Large integrated steel plants ~53%

Main Producers Mid-sized operations Included above

Secondary Producers MSMEs, sponge iron and re-rolling 
units

~47%

Recent Production Figures Production and consumption in Million Tonnes 

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 Apr-Jul
2025 (YOY 

Change)

FY 2026 
(Apr-Feb)

May
2026
(YOY 

Change)

Crude steel 
production

109.14 103.54 120.29 127.20 144.30 151.14 54.19 
(+11.1%)

153.6 14.21
(+2.9% )

Finished steel 
production

102.62 96.20 113.60 123.20 139.15 145.31 51.46
(+8.8%)

146.8 13.94
(+7.7% )

Consumption 100.17 94.89 105.75 119.89 136.29 150.23 51.45
(+7.5%)

147.7 14.33 
(+9.0%)

Monthly Economic Report-July 2025.pdf; IBEF: India’s Steel Production: A Global Leader in Iron & Steel Industry Growth; Overview of Steel sector 
March 25[1].pdf ; Press Release Page | Press Information Bureau 
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Capacity and Targets

India’s total steel production capacity reached 220 MT in FY 2026 and is projected to rise to 300 MT by FY 2030, 
in line with the National Steel Policy, 2017. The policy also targets an increase in per capita steel consumption 
from approximately 100 kg in FY 2026 to 160 kg by FY 2031. 

Production Routes and Energy Profile

Coal-intensive routes represent over 80% of 
India’s output, resulting in a carbon intensity of 
approximately 2.55 tCO₂/tonne versus a global 
average of 1.85 tCO₂/tonne. The steel sector 
accounts for approximately 10–12% of India’s 
total GHG emissions. India has become the 
world’s largest producer of Direct Reduced Iron 
(DRI) steel, with output reaching 54.7 MT in 2024, 
approximately one-third of global DRI production. 
This expansion is supported by substantial iron ore 
reserves (estimated annual production capacity 
of ~700 MT as of April 2025) and relatively cost-
competitive labour. Finally, India recorded 33% 

production growth between 2019 and 2024, making it the only major economy to register growth while global 
steel output contracted by 1% over the same period.

The Indian steel production market comprises a mix of large multinational-affiliated operations, major domestic 
producers, and a substantial MSME segment. The large companies include domestic producers like - Tata Steel, 
JSW Steel, Jindal Steel and Power, Steel Authority of India Ltd. (SAIL), etc. and also MNCs like ArcelorMittal-
Nippon Steel. In addition, the secondary segment includes sponge iron producers, induction furnace operators, 
re-rolling mills, etc. accounting for approximately 47% of the country’s crude steel capacity. This segment plays a 
critical role in regional employment and serves localised construction and manufacturing demand. Some of the key 
market characteristics currently in play are,  steel manufacturing support through the Product Linked Incentives 
(PLI) scheme of the Government of India, and consolidation of the sector supported by the new insolvency code. 

INDIA STEEL CAPACITY GROWTH TRAJECTORY

Crude Steel Production Capacity Timeline
Cr
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200.33 MT

~230 MT

~230 MT
Projected Milestone

300 MT

FY 2025 FY 2027 FY 2030 FY 2031

PER CAPITA STEEL CONSUMPTION

2026
100 kg

 per capita

2031
160 kg
 per capita

60% Increase
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1.3 DOMESTIC CONSUMPTION

Strong domestic steel demand is driven primarily 
by infrastructure, construction, automotive, and 
engineering sectors. India’s consumption growth is 
underpinned by urbanisation, government capital 
expenditure programmes, and manufacturing 
expansion. The per capita (domestic) consumption 
of steel in India is therefore expected to grow from 
100 kg (FY 2026) at present to 160 kg by FY 2031. 

In addition, India’s green steel market is expected 
to become increasingly significant over the coming 
decades (Green steel is defined as steel produced 
with an emissions intensity below 2.2 tCO₂e per 
tonne of finished steel). As of July 2025, green 
steel demand is projected at 4.49 MT by FY 2030, 
24 MT by FY 2035, 73 MT by FY 2040, and 179 
MT by FY 2050, indicating a long-term structural shift in demand composition.

1.4 EXPORTS (MAIN COUNTRIES)

India is actively integrated into global steel trade flows. The year-wise details of the quantity and value of steel 
exported during the last five years and current year are as follows:

Year Finished Steel Export 

Quantity (in Mt) Value (Rs crore) 

2020-21 10.78 47,170

2021-22 13.49 99,452

2022-23 6.72 55,828

2023-24 7.49 59,157

2024-25 4.86 40,585

April-February 2025-26 6.02 44,424
https://steel.gov.in/sites/default/files/2026-04/ru%203349.pdf

Key Export Destinations
Europe accounts for approximately 
45–50% of total steel exports from India, 
primarily in Cold rolled coil annealed 
(~95%) and Coated steel (~80%). 

The share of Belgium, Italy, Spain, Taiwan, 
Bulgaria, USA and Qatar increased in total 
steel exports from India in July ’25 as 
compared to July ’24. 

Vietnam, Belgium, Taiwan accounted for 
more than 50% of finished steel exports in 
March 2026.

                                Monthly Economic Report-July 2025.pdf 

https://steel.gov.in/sites/default/files/2025-08/Monthly%20Economic%20Report-July%202025.pdf
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2. EU and India Trade in Steel

2.1 PREVAILING STATE OF TRADE

Europe represents a strategically important market for Indian steel exports. EU steel imports are sourced from 
diversified suppliers including India, Türkiye, South Korea, China, and the United Kingdom, covering both semi-
finished and finished products across flat and long steel categories.

India’s Position in EU Steel Imports

In 2024, India exported approximately 4.33 MT of steel to the EU, with a trade value of €3.9 billion, making it 
the EU’s largest import partner for iron and steel products by value during the year. Demand for Indian steel in 
the EU is concentrated in premium, high-value, and specialised segments:

Product Category EU Share of India’s Exports

Cold rolled coil (annealed) ~95%

Coated steel (galvanised) ~80%

Overall steel exports ~45–50%
 

These products command higher price premiums in Europe compared to Asian markets.

EU Demand Drivers

Sector Products Used

Automotive Cold-rolled coil, coated/galvanised steel for structural components 
and exteriors

Engineering & Machinery High tensile strength and precision alloys

Construction & Infrastructure Hot-rolled coils, plates, structural steel

Renewable Energy Specialty steels for wind energy systems, green hydrogen 
infrastructure

Marine & Shipbuilding Specialty steels

However, the CBAM-covered steel exports from India to the EU declined by 24.4% in FY 2024-25, prior to the 
commencement of the CBAM definitive phase (January 2026). This decline is associated with adjustments in EU 
importer procurement behaviour in anticipation of future carbon cost obligations.

2.2 POLICIES TO SUPPORT TRADE

EU India

•	 EU Steel Safeguard Measures: Tariff-rate quotas 
on steel imports to protect domestic industry

•	 Trade Defence Instruments: Anti-dumping and 
countervailing duty mechanisms

•	 EU-India FTA Negotiations: Ongoing 
negotiations aimed at reducing trade barriers 
and facilitating trade flows

•	 EU CBAM: To Prevent Carbon Leakage and align 
international trade with EU’s climate ambition.

•	 National Steel Policy, 2017: Framework for 
capacity expansion, raw material security, and 
export competitiveness

•	 PLI Scheme for Specialty Steel: Production-
linked incentives to boost high-value steel 
production

•	 Steel Scrap Recycling Policy, 2019: Promoting 
circular economy and reducing import 
dependence on scrap
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Bilateral Corporation (EU India Trade & Strategic Partnership)

The EU-India Free Trade Agreement (FTA) is being structured around:
•	 Removal of trade barriers and facilitation of trade flows

•	 Simplification of procedures and supply chain resilience

•	 A Trade and Sustainable Development (TSD) chapter promoting mutual supportiveness between trade 
and environmental policies

•	 Commitment to effective implementation of the Paris Agreement through cooperative approaches

The EU-India Strategic Partnership frames bilateral engagement around shared commitment to sustainable 
development, inclusive economic growth, and cooperation on climate action, with emphasis on green transition 
technologies and resilient supply chains.

3. Introduction to EU CBAM

3.1 FUNDAMENTALS OF CBAM

In 2019, the European Commission launched the European Green Deal, charting a course for Europe to become the 
world’s first climate-neutral continent by 2050. The EU Climate Law (adopted June 2021) aims to cut emissions by 
at least 55% by 2030 while legally binding the 2050 neutrality goal, creating the ‘Fit for 55’ package. One of its key 
legislations within this framework is the Carbon Border Adjustment Mechanism (CBAM), which is a carbon tariff 
on carbon-intensive imported products entering the EU. It currently covers the following sectors: Iron and steel; 
Aluminium; Cement; Fertilisers; Electricity and Hydrogen. Steel represents one of the most significant categories 
in terms of EU trade exposure.

Some of the core elements of CBAM are summarised below:

Element Description

Embedded emissions CO₂ emitted during production in the exporting country

CBAM certificates EU importers must purchase certificates corresponding to 
embedded emissions (priced per tonne of CO₂)

Price setting Certificate prices are linked to the EU Emissions Trading System 
(EU ETS) allowance prices

Importer responsibility EU importers bear liability for purchasing certificates and 
reporting embedded emissions

Exporter responsibility Non-EU producers must provide verified emissions data; 
otherwise, default (higher) values apply

EU producer treatment EU producers receive free allocations under EU ETS (phasing 
out), meaning they make partial payments compared to foreign 
exporters

EU Carbon Price: The European Commission set the first official quarterly CBAM price at €75.36 per tonne of 
CO₂. The regulation became fully operational in January 2026.
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Production Route Classification (Steel)

Route classification under CBAM uses a majority-input rule based on primary material input:

Production Route Classification Criteria Emission Characteristics

BF-BOF >50% crude steel from blast 
furnace-derived pig iron

Higher embedded emissions 
(~2.0–2.5 tCO₂/t)

Scrap-EAF >50% crude steel from recycled 
scrap

Lower embedded emissions 
(~0.3–0.5 tCO₂/t)

DRI-EAF DRI constitutes dominant input Moderate emissions (~0.4–0.6 
tCO₂/t for gas-based)

CBAM Benchmarks by Production Route

CBAM benchmarks are both product-specific and production-route specific, reflecting the significant differences 
in carbon intensity across steelmaking pathways. For a given product, such as Hot Rolled Coil (HRC), separate 
benchmark values are assigned depending on whether it is produced through the Blast Furnace–Basic Oxygen 
Furnace (BF–BOF), Direct Reduced Iron–Electric Arc Furnace (DRI–EAF), or Scrap-based Electric Arc Furnace 
(EAF) route. These benchmarks are based on the embedded emissions associated with steel production, measured 
in tonnes of CO₂ equivalent per tonne of crude steel. 

For steel products covered under the CBAM framework, embedded emissions comprise only the direct emissions 
released during production, including process emissions and emissions from fuel combustion at the installation. 
Since steel is listed in Annex II of Regulation (EU) 2023/956, indirect emissions from electricity consumption are 
excluded from the CBAM calculation, meaning that only direct emissions are considered. 

The benchmark values serve as reference values when default values are used for CBAM reporting in the absence 
of verified installation-level emissions data. Where actual emissions data are available, producers are required to 
calculate and report the specific embedded emissions of the product in accordance with the CBAM methodology. 
Consequently, the benchmark should not be interpreted as the actual emissions intensity of a product or facility, 
but rather as a route- and product-specific reference value used within the CBAM reporting framework. 

The variation in benchmarks across production routes highlights the importance of production technology in 
determining the carbon footprint of steel and, consequently, its potential CBAM liability. 

The official CBAM benchmark values for steel production routes are:

Production Route CBAM Benchmark (tCO₂e/t Crude Steel) Emission Range

BF-BOF 1.370 2.0–2.5 tCO₂/t

DRI-EAF 0.481 0.4–0.6 tCO₂/t (gas-based)

Scrap-EAF 0.072 0.3–0.5 tCO₂/t

Article 9 Deduction

A key feature of CBAM is the treatment of carbon pricing in the country of origin. Article 9 allows EU importers 
to reduce their CBAM liability if:

•	 A verifiable carbon price has already been paid in the exporting country

•	 The domestic system meets specified criteria (binding mechanism, defined effective price per tonne 
CO₂e)

India’s Carbon Credit Trading Scheme (CCTS) is not currently eligible for Article 9 deduction, meaning EU 
importers of Indian goods cannot offset CBAM obligations against carbon costs incurred in India.
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CBAM Phase-In Schedule

The CBAM factor (share of emissions subject to certificate obligations) increases progressively:

3.2 INTRODUCTION TO EU ETS AND LINKAGE WITH CBAM

The EU Emissions Trading System (EU ETS) is the EU’s primary cap-and-trade system, where domestic 
installations must surrender allowances for each tonne of CO₂ emitted. This establishes a market-based carbon 
price signal across industrial sectors.

CBAM is designed as an external extension of the EU’s internal carbon pricing architecture, not an independent 
regime, as explained in the table below:

Dimension Linkage

Price transmission CBAM certificate prices are based on average weekly/auctioned 
EU ETS prices - a one-to-one transmission mechanism

Carbon leakage prevention CBAM replaces free allocation (historically used to protect 
exposed sectors) as EU climate ambition increases

Emissions accounting CBAM relies on embedded emissions calculations consistent 
with EU ETS monitoring, reporting and verification (MRV) 
principles

Temporal synchronisation CBAM phase-in (2026–2034) is directly aligned with gradual 
withdrawal of free allocation under EU ETS

The EU ETS functions as the central structural anchor of the CBAM 
framework:

•	 Certificate prices are based on EU ETS allowance prices

•	 Emissions accounting methodology is aligned with ETS 
rules

•	 CBAM progressively replaces free allocation as the EU’s 
principal carbon leakage mitigation measure

•	 Implementation is phased in parallel with EU ETS reform

This makes EU ETS fluctuations directly translate into 
corresponding changes in CBAM liability for importers.
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4. Implication of EU CBAM for Indian Steel

4.1 CARBON PRICING AND EXPORT COMPETITIVENESS

Cost Exposure for Indian Exporters

Indian blast furnace (BF-BOF) steel faces significant embedded emissions-related cost exposure under CBAM, 
particularly where plant-level verified emissions data is not provided.

Scenario Estimated Carbon Charge

Default values applied (no verified data) ~€270/tonne (range €250–300)

Verified actual emissions Lower, depending on plant performance

The mark-up on default emissions values increases over time: 2026: 10%; 2028 onwards: 30%

This widening gap makes third-party verified, installation-level emissions data increasingly important.

Projected Cost Impact

India faces an approximately 32% rise in steel export costs by 2032 under CBAM, the steepest among major 
exporters, due to the absence of a domestic carbon price eligible for Article 9 deduction, and a Coal-intensive 
production profile.

Commercial and Trade Implications

CBAM is already influencing purchasing decisions in the EU. Buyers are incorporating CBAM-related clauses into 
procurement contracts and increasingly ranking suppliers based on verified emissions performance. Consequently, 
exporters that cannot provide credible emissions data risk gradual exclusion from EU supply chains as they 
become less competitive.

These commercial pressures are beginning to translate into observable trade impacts. India’s CBAM-covered 
steel exports to the EU declined by 24.4% in FY 2024–25, despite CBAM not yet being fully operational. At 
the same time, India accounts for approximately 6.6% of all CBAM-covered imports into the EU, with steel 
constituting more than 60% of India’s total embedded emissions exposure within CBAM-regulated goods. This 
underscores the strategic importance of decarbonisation, emissions monitoring, and verification for maintaining 
India’s competitiveness in the European market as carbon-related trade measures become increasingly embedded 
in global trade governance. 

4.2 NATURE OF INDIAN STEEL INDUSTRY & CARBON DIOXIDE EMISSIONS

Production Profile

India’s steel production is dominated by coal-intensive routes, reflecting the broader structure of its energy 
economy. Coal remains the backbone of India’s energy system, accounting for around 70% of electricity generation 
and over 55% of primary energy demand. This dependence is driven by the country’s large domestic coal reserves, 
which provide a relatively affordable, reliable, and secure source of energy compared to imported oil and gas. 
Rapid industrialisation, urbanisation, and rising energy demand from a population of over 1.4 billion have further 
reinforced coal’s role in supporting economic growth, manufacturing expansion, and electrification. Historically, 
India’s power infrastructure and electricity grids were built around coal-based generation, creating significant 
infrastructural lock-in and making coal central to industrial competitiveness and energy affordability.
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Coal also remains critical for hard-to-abate sectors such as steel and cement, with coking coal continuing to 
play an indispensable role in blast furnace steelmaking. Beyond its industrial importance, the coal sector 
supports livelihoods and regional economies across major coal-producing states such as Jharkhand, Odisha, and 
Chhattisgarh. Although India is rapidly expanding renewable energy capacity and has committed to achieving 500 
GW of non-fossil fuel capacity by 2030, challenges related to grid flexibility, large-scale energy storage, and the 
need for reliable round-the-clock power mean that thermal power will continue to play a significant role in the 
energy mix.

India’s steel production is dominated by coal-intensive routes:

Route Share of Production Characteristics
BF-BOF ~43% Integrated plants; high emissions 

intensity

Coal-based DRI ~35–38% Significant share; highest 
emissions

Scrap-based EAF Remainder Lower emissions; constrained by 
scrap availability

Coal-intensive routes represent over 80% of India’s output.

Carbon Intensity

Metric India Global Average
Carbon intensity ~2.55 tCO₂/tonne ~1.85 tCO₂/tonne

Share of national GHG emissions 10–12% -

Structural Constraints

•	 Existing BF-BOF infrastructure can incorporate only limited scrap (10-25%), primarily as coolant
•	 Technical constraints (thermal balance, process chemistry) limit scrap utilisation in conventional BOFs
•	 Scrap availability is structurally constrained: demand projected at 50-60 MT by 2030 with potential 

shortfall of 10–15 MT
•	 Current scrap consumption: ~30 MT, of which ~5 MT is imported

Transition Requirements

Decarbonisation through scrap-based production requires:

•	 Substantial retrofitting or transition to Electric Arc Furnace (EAF) routes
•	 New infrastructure: EAF furnaces, scrap processing/sorting systems, shredders, renewable power 

integration, advanced metallurgy
•	 Adequate and steady scrap supply

4.3 INITIATIVES BY STEEL PLAYERS TO DRIVE DECARBONISATION

Industry-Level Action

The Indian steel industry has begun preparing for a lower-carbon future and emerging trade measures such 
as CBAM. At the industry level, the Indian Steel Association (ISA) has commissioned development of a long-
term green steel transition pathway, while major integrated producers are strengthening emissions measurement 
and reporting systems.  Companies are also expanding the use of cleaner energy sources, including natural gas 
and renewable energy procured through long-term power purchase agreements (PPAs) and captive generation 
arrangements.

These efforts are reflected in the sustainability priorities adopted by leading steel producers, which increasingly 
focus on climate change mitigation and greenhouse gas emissions reduction, energy efficiency improvements, 
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green steel manufacturing and decarbonisation, water stewardship, waste and resource efficiency, occupational 
health and safety, and compliance with evolving environmental regulations and reporting requirements. Together, 
these efforts reflect a gradual shift from compliance-driven action towards the integration of sustainability and 
decarbonisation into core long-term  business strategy. 

Core Mitigation Measures

Green Steel Cost Premium Trajectory

Period Estimated Premium

Current ~US$210/tonne

2030 (projected) ~US$7/tonne

Premium reduction driven by anticipated reductions in green hydrogen costs and wider technology deployment 
.Based on projected green steel cost premiums, the period to 2030 represents a critical window for capital allocation, 
strengthening the business case for early investment in low-carbon steel technologies and decarbonisation 
pathways. 

4.4 EU ETS VS INDIA CCTS: COMPARISON

Dimension EU ETS India CCTS
Type Cap-and-trade system Intensity-based trading system
Mechanism Installations surrender 

allowances for each tonne 
CO₂ emitted

Entities exceeding reduction targets earn Carbon 
Credit Certificates (CCCs); those falling short must 
purchase CCCs or face penalties

Steel sector coverage Fully covered Not yet included in compliance mechanism; limited to 
voluntary/preparatory MRV

Operational status Fully operational since 2005; 
reformed multiple times

Emerging; sector-specific baselines being finalised

Price signal Market-determined 
allowance price (~€75/tCO₂ 
as of Mar 2026)

No established carbon price comparable to EU ETS

CBAM Article 9 
eligibility

N/A (EU domestic system) Not eligible — carbon costs cannot offset CBAM 
obligations

MRV framework Established, standardised 
monitoring, reporting, 
verification

Under development; interoperability with EU systems 
not yet established

Trading platform EU-wide allowance market Power exchanges (for CCCs)
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4.5 RECONCILING CBAM WITH EU-INDIA FTA AND STRATEGIC PARTNERSHIP

The relationship between CBAM and the broader EU–India economic partnership reflects the coexistence of two 
distinct policy approaches. 

The EU–India Free Trade Agreement (FTA) seeks to reduce trade barriers, strengthen supply chain resilience, 
and promote sustainable development through dialogue, cooperation, and negotiated arrangements. Similarly, 
the EU–India Strategic Partnership emphasises joint action on climate change, sustainable development, and the 
deployment of green technologies through collaborative governance mechanisms. In contrast, CBAM operates 
as a unilateral regulatory instrument that imposes a carbon cost on imports based on their embedded emissions, 
with pricing linked to the EU Emissions Trading System (EU ETS).

This divergence creates several points of tension. Unlike the FTA and Strategic Partnership, CBAM does not rely 
on negotiated equivalence between carbon pricing systems. Instead, it applies a methodology derived from the 
EU ETS and provides only limited recognition of carbon costs incurred in third countries under specific conditions. 
As India’s Carbon Credit Trading Scheme (CCTS) is not currently recognised within the CBAM framework, Indian 
exporters may face differentiated treatment despite ongoing bilateral commitments to deepen trade and climate 
cooperation.

At the same time, the FTA and Strategic Partnership provide important avenues for reconciliation. These 
frameworks can facilitate technical dialogue on CBAM-related market access concerns, support capacity building 
for emissions monitoring, reporting, and verification, and promote cooperation on low-carbon technologies and 
industrial decarbonisation. They also create an expectation that any future CBAM-related flexibilities, exemptions, 
or recognition mechanisms extended to other trading partners would be applied to India on a non-discriminatory 
basis. More broadly, they offer a platform for aligning climate objectives with trade relations in a manner consistent 
with the Paris Agreement.

Consequently, CBAM currently operates alongside the EU–India FTA and Strategic Partnership rather than within 
them. While the FTA and Strategic Partnership are grounded in dialogue, cooperation, and mutually agreed 
solutions, CBAM follows a distinct policy logic rooted in the EU’s internal climate regulatory framework. The 
challenge will be to ensure that the implementation of CBAM does not undermine the broader objectives of 
economic cooperation, sustainable development, and strategic partnership that underpin EU–India relations.

4.6 POLICY, REGULATORY FRAMEWORK AND SUPPORT FOR DOMESTIC INDUSTRY

4.6.1 National Policy Framework

The steel sector remains deregulated, with the Government acting as facilitator through policy support and 
institutional frameworks.

Decarbonisation Roadmap

The Ministry of Steel has outlined a phased approach:

Timeframe Focus
Short-term (to 2030) Energy and resource efficiency; increased renewable energy use
Medium-term (2030–2047) Green hydrogen-based steelmaking; CCUS solutions
Long-term (2047–2070) Disruptive and alternative technological innovations; net-zero 

transition
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Key Policy Initiatives

Initiative Description

National Steel Policy, 2017 Capacity expansion targets (300 MT by 2030); per capita 
consumption targets; raw material security

Green Steel Taxonomy (Dec 2024) First national taxonomy globally; classifies steel by emissions 
intensity

Draft National Mission on Green Steel 
(NMGS)

~₹15,000 crore proposed allocation for decarbonisation

Green Steel Public Procurement Policy 
(GSPPP)

Under consultation; mandatory green steel content starting at 
10%, increasing by 10pp annually

PLI Scheme for Specialty Steel Production-linked incentives for high-value steel

Steel Scrap Recycling Policy, 2019 Promoting domestic scrap availability and circular economy

Carbon Credit Trading Scheme (CCTS) Emerging market-based framework (steel not yet included in 
compliance)

Perform Achieve and Trade (PAT) Energy efficiency trading scheme across designated sectors

Green Steel Taxonomy Star Rating

In December 2024, India became the first country to introduce a national Green Steel Taxonomy, establishing a 
formal framework for classifying steel based on emissions intensity. Under the taxonomy, green steel is defined as 
steel produced with an emissions intensity below 2.2 tCO₂e per tonne of finished steel. The framework introduces 
a star-based rating system.

Rating Emissions Intensity (tCO₂e/t finished steel)

⭐⭐⭐⭐⭐
(5star)

<1.6

⭐⭐⭐⭐
(4star)

1.6–2.0

⭐⭐⭐
(3star)

2.0–2.2

The National Institute of Secondary Steel Technology (NISST) has been designated as the nodal agency for 
monitoring, reporting, verification (MRV), and certification under the framework.

4.6.2 Bilateral Engagement

India has engaged on CBAM through multiple channels:

•	 WTO Trade and Environment Committee: Formal discussions raising concerns

•	 UNFCCC framework: Framing CBAM within climate equity and differentiated responsibilities

•	 EU-India dialogues: CBAM featured in trade and climate cooperation discussions within strategic 
partnership frameworks
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5. Indian Industry Highlights vis-a-vis on EU CBAM

5.1 KEY INITIATIVES IN THE STEEL SECTOR

To strengthen the competitiveness, sustainability, and long-term self-reliance of India’s steel industry, the government 
has introduced a range of policy, financial, and technological initiatives aimed at supporting industrial upgrading and 
decarbonisation, like the Production-Linked Incentive (PLI) Scheme for Specialty Steel under which ₹6,322 crore has 
been allocated over five years to promote domestic production of value-added specialty steel, enhance technological 
capabilities, and reduce import dependence; the National Green Hydrogen Mission, under which the Ministry of Steel 
has supported pilot projects to facilitate the use of hydrogen in steelmaking processes, including the partial replacement 
of coal and natural gas in Direct Reduced Iron (DRI) and blast furnace operations, with the objective of reducing 
emissions from primary steel production; the Steel Scrap Recycling Policy that seeks to improve the availability of 
domestically sourced scrap and strengthen circular economy practices. 

At the industry level, Integrated producers consistently identify energy efficiency as the single most cost-effective 
near-term decarbonisation lever, with the fastest return on investment and the most direct impact on CBAM liability. 
Key actions already underway or being scaled include: adoption of top-gas recovery and blast furnace gas reuse; 
deployment of waste heat recovery systems across sinter plants, coke ovens, and hot strip mills; optimised burden 
charging, pulverised coal injection (PCI) rates, and oxygen enrichment in blast furnaces; AI and digital process control 
to minimise thermal and energy losses; and refractory improvements to raise campaign life and reduce shutdowns. 
Integrated producers estimate that concerted energy efficiency measures can reduce specific energy consumption by 
8–12% within the current technology paradigm, directly lowering embedded emissions and reducing CBAM certificate 
costs.

Electricity consumption in integrated steel plants, powering rolling mills, electric arc furnaces, auxiliary systems, and 
oxygen plants, represents a major and rapidly addressable source of Scope 2 emissions. Major integrated producers 
are aggressively scaling captive renewable energy capacity through long-term PPAs with solar and wind developers, 
rooftop solar on plant facilities, open-access procurement under state frameworks, and hybrid renewable projects 
co-located with plant complexes. Several integrated plants are targeting 30–50% renewable electricity shares in their 
overall energy mix by 2030. The scale of renewable deployment also opens a future pathway: captive green power can 
supply early-stage electrolytic hydrogen production for use in DRI shaft furnaces, creating an integrated “steel-to-green 
hydrogen-to-green steel” value chain that progressively displaces fossil fuel consumption.

India’s largest integrated plants have demonstrated that systematic waste-to-worth programmes can reduce specific 
solid waste generation by over 30%, improve yield, and generate additional revenue streams that help offset transition 
costs. This approach also directly lowers the embedded carbon intensity of finished steel — a key CBAM metric. A 
decisive shift from “waste management” to “waste valorisation” is commercially and environmentally imperative. Solid 
waste streams — blast furnace slag, steel-making slag, dust, sludge, and mill scale — can be systematically converted 
into value-added products: granulated BF slag as a low-carbon cement substitute (displacing clinker and its associated 
~800 kg CO₂/tonne); steel slag as road-base and construction aggregates; and recovered iron-bearing units re-
circulated into the furnace burden. Process gas monetisation — converting coke oven gas, BF top gas, and BOF gas into 
chemical feedstocks or fuel — reduces both waste and emissions. 

5.2 INDUSTRY PERSPECTIVES 

Business Perspective: 

•	 Sustainability is increasingly viewed as a competitive advantage, but integration into operations remains 
challenging.

•	 Resource efficiency and circular economy principles are embedded in the operating philosophy of integrated 
producers, but their full potential remains under-utilised.

•	 Compliance is only one part of a broader need to embed sustainability into core strategy

•	 Climate mitigation/adaptation identified as critical priorities, with focus on Scope 1 and Scope 2 emissions

•	 Major EU steel-consuming sectors, including automotive, wind energy, and construction, are increasingly 
committing to low-carbon steel procurement. Indian producers seek similar commitments from domestic 
industry and government, supported by a green premium that would help create the investment case for 
decarbonisation technologies. 
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Overall Concerns

•	 Design and fairness: Perception that CBAM functions as trade protection framed within sustainability 
narrative.

•	 Benchmarking: preference for scrap-based steelmaking despite global scrap constraints; single uniform 
benchmark inadequate for different production routes.

•	 Equity: Issues of differentiated responsibilities critical for India, where BF-based production serves 
domestic development needs.

•	 MRV framework: Uncertainty, delays in operational clarity, unresolved treatment of legacy emissions.

•	 Verification: Limited operational support, high compliance costs, absence of embedded cost advantages.

•	 Risk of greenwashing: Concern that poorly governed transitions (hydrogen, scrap) could enable 
greenwashing rather than real emissions reductions.

Commercial Impacts

•	 CBAM has emerged as a structural determinant of access to the European market rather than a 
temporary compliance requirement. Its implications extend across the steel value chain, affecting both 
large producers and SMEs. 

•	 CBAM already influencing buyer behaviour, contracting structures, and market access decisions

•	 Products reliant on Indian-origin inputs face heightened exposure to CBAM-related costs and 
compliance requirements, reinforcing the importance of emissions transparency, reporting capabilities, 
and decarbonisation efforts for sustaining market access and competitiveness in the EU. 

•	 Pushing the sector towards greater transparency and data discipline

5.3 POSSIBLE SOLUTIONS

Solutions Being Implemented

Category Actions

Energy transition Significant increase in cleaner energy sources; natural gas and renewable energy 
via long-term Power Purchase Agreements

Production efficiency Process optimization, technology upgradation

Data systems ERP-integrated emissions data, improved document control, product-level 
emissions accounting

Capability building Cross-functional training within organisations

Verification readiness Engagement with actual emissions data over default values; route-wise and 
product-level mapping

Operational Requirements for Compliance

•	 Route-wise and product-level mapping of embedded emissions

•	 Stronger precursor traceability

•	 Clearer system boundaries

•	 Robust allocation methodologies

•	 Audit-ready data systems

•	 Common standards on data definitions, precursor accounting, evidence requirements
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Enabling Factors Identified

•	 Faster operationalisation of EU-India FTA

•	 Policy certainty and clear regulatory roadmap

•	 Effective implementation of CCTS with clearer targets

•	 Complementary measures (e.g., mandatory vehicle scrapping)

5.4 RECOMMENDATIONS FOR POLICYMAKERS IN INDIA AND THE EU

For Indian Policymakers

Strengthen Domestic Carbon Pricing

•	 Expedite the finalisation and operationalisation of the Carbon Credit Trading Scheme (CCTS) baseline 
for steel, with clear emissions reduction targets, robust compliance mechanisms, and transparent MRV 
systems that are aligned and interoperable with CBAM requirements. 

•	 Ensure recognition of carbon costs paid in India to avoid double-charging under CBAM

•	 Explore introduction of a credible domestic carbon pricing mechanism eligible for international 
recognition

•	 Consider reinvesting carbon pricing revenues into domestic decarbonisation initiatives

•	 View CBAM as an indicator of emerging trade realities, and utilise domestic mechanisms such as the 
CCTS, GSPPP, and Green Steel Taxonomy, etc. to generate comparable market pull and accelerate 
demand for low-carbon steel. 

Improve MRV Systems

•	 Facilitate faster transition from default to verified actual emissions data

•	 Provide clarity on accepted verification methodologies

•	 Establish internationally recognized MRV framework to avoid double penalty 

•	 Expand pool of accredited verification bodies, including locally based entities under international 
standards

•	 Maintain stable, predictable emissions accounting methodologies

•	 Reduce administrative complexity and streamline reporting requirements

Support Industrial Decarbonisation

•	 Accelerate deployment of low-carbon technologies (EAFs, gas-based DRI, hydrogen-based steelmaking, 
increased scrap use)

•	 Support the transition through credible standards and robust verification systems to minimise 
greenwashing risks, alongside regulatory certainty, technological support, and targeted financial 
incentives. 

•	 Facilitate a phased transition that balances decarbonisation objectives with industrial competitiveness, 
supported by technology transfer, innovation partnerships, and capacity-building initiatives. 

•	 Link incentives to green steel adoption by Incorporating green steel criteria into PLI scheme eligibility 
and infrastructure financing covenants of Development Financial Institutions (DFIs). 

•	 Encourage voluntary green steel procurement commitments from major steel-consuming industries to 
complement public-sector demand creation. 

Create Enabling Policy Frameworks

•	 Provide long-term policy certainty and clear regulatory roadmap
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•	 Strengthen implementation through effective monitoring and enforcement

•	 Enhance compliance frameworks and transparency

•	 Introduce complementary measures (e.g., mandatory vehicle scrappage with effective enforcement)

•	 Policy support for streamlined open-access approvals, rationalised cross-subsidy surcharges, and 
recognised carbon accounting for captive renewable power 

•	 Operationalisation of the Green Steel Public Procurement Policy (GSPPP), including mandatory green 
steel procurement targets beginning at 10% and increasing progressively over time across public 
infrastructure projects such as railways, highways, ports, defence, and affordable housing. 

Carbon Capture, Utilisation and Storage (CCUS)

•	 Development of a national CO₂ pipeline and storage infrastructure policy.

•	 Establishment of clear legal frameworks governing CO₂ injection and long-term subsurface storage 
liability.

•	 Recognition of verified CCS projects within India’s Carbon Credit Trading Scheme (CCTS).

•	 Promotion of CO₂ utilisation for the production of methanol, synthetic fuels, building materials, and 
algae-based products to improve project economics and create circular-economy value chains within 
industrial clusters.

•	 Creation of dedicated government-industry task forces on CCUS for the steel sector, mirroring the 
structure of the National Mission on Green Steel.

For the EU Policymakers

Promote Fairness and Equity

•	 Greater recognition of common but differentiated responsibilities in climate-related trade measures

•	 Explore reciprocal arrangements or compensatory mechanisms to mitigate CBAM impact on exporting 
countries

•	 Use CBAM revenues to support decarbonisation efforts in developing-country exporters such as India

•	 Promote international discussions on harmonised, equitable carbon pricing approaches

Enhance EU-India Cooperation

•	 Establish structured EU-India dialogue on steel decarbonisation (technology collaboration, MRV 
systems, carbon accounting, market access)

•	 Provide early visibility on future CBAM developments (indirect emissions, downstream products)

•	 Leverage FTA negotiations to address climate-trade linkages and facilitate green technology 
partnerships

•	 Strengthen bilateral and multilateral financing for industrial decarbonisation in India

•	 Transfer of knowledge and operational learnings from existing CCUS projects in European steel plants, 
including those in the Netherlands and Sweden.

•	 Develop country default values for CBAM good in consultation with peers in India. 

Improve Commercial Viability

•	 Develop policy instruments making low-carbon production commercially attractive

•	 Encourage public and private procurement policies rewarding low-carbon products

•	 Ensure regulatory frameworks accompanied by economic incentives and technological pathways
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6. Way Forward

The transition to low-carbon steel is increasingly associated with a green premium, reflecting the higher costs 
of cleaner production technologies and growing carbon pricing pressures on conventional steelmaking. Yet 
decarbonising the sector is essential, given steel’s critical role in enabling the energy transition through its use in 
renewable energy infrastructure, electric vehicles, and other low-carbon technologies. 

In India, where steel remains a key driver of industrial growth, decarbonisation is being integrated into long-
term sectoral strategy through a gradual shift from coal-intensive production routes towards greener alternatives 
such as hydrogen-based direct reduced iron (DRI) and electric arc furnaces (EAFs), alongside efforts to reduce 
emissions intensity and align with the country’s net-zero target by 2070. Coal gasification is also emerging as a 
complementary transition pathway by enabling coal to be used as an industrial feedstock rather than solely as a 
fuel.

India’s steel industry cannot instantly abandon coal, the installed BF-BOF base represents hundreds of billions of 
rupees in capital, millions of jobs, and the backbone of domestic steel supply security. The choice is not “coal or 
no coal” — it is “combust coal, or convert it intelligently.” Coal gasification changes the fundamental chemistry-
instead of burning coal in a blast furnace and releasing CO₂ directly into the atmosphere, coal is converted into 
syngas (CO + H₂), which serves as a chemical reductant for DRI production or as a hydrogen-enriched fuel. When 
coupled with Carbon Capture, Utilisation and Storage (CCUS), this pathway can achieve emissions reductions 
of 50–70% compared to conventional BF-BOF steelmaking — within existing plant infrastructure and without 
waiting for green hydrogen cost parity. Integrated producers are specifically calling for establishment of geological 
CO₂ storage hubs in industrial clusters (e.g., Visakhapatnam, Jharkhand, Odisha); utilisation pathways for captured 
CO₂ in methanol, urea, and building materials; dedicated capital support and viability gap funding for first-mover 
plants; and recognition under India’s CCTS and international carbon markets of the verified emissions reductions 
achieved. Coal gasification + CCUS represents the most impactful “bridge” decarbonisation lever available to India 
at scale before green hydrogen becomes commercially viable — and it leverages India’s existing industrial base 
rather than requiring its wholesale replacement.

At current green hydrogen costs of USD 4–6/kg, hydrogen-based DRI is not commercially viable at scale. Projected 
cost declines, driven by electrolyser scale-up, renewable power cost reduction, and manufacturing learning 
curves, are expected to bring green hydrogen to USD 1–2/kg by 2035–2040, at which point large-scale hydrogen-
based steelmaking becomes viable. In the interim, integrated producers support: pilot and demonstration-scale 
hydrogen injection into existing BF and DRI shaft furnaces (already underway at several plants); infrastructure 
investments in hydrogen storage, transport, and safety systems; participation in the National Green Hydrogen 
Mission with steel-specific allocations; and bilateral EU-India programmes to co-develop hydrogen steelmaking 
technology and share learnings from European first-movers. The pathway runs through energy efficiency → waste 
valorisation ƒ coal gasification + CCUS ƒ green hydrogen — and each step builds on the last. Skipping the bridge 
steps by mandating premature green hydrogen adoption risks stranding assets, losing market access, and creating 
economic disruption without commensurate emissions gains.

At the same time, CBAM is evolving from a compliance requirement into a structural determinant of access to the 
European market, increasing the urgency for Indian producers to strengthen domestic readiness through robust 
emissions measurement, reporting, verification, and decarbonisation strategies. Given the depth of EU-India 
trade relations, however, this transition must be gradual, collaborative, and supported by sustained investment 
and technological cooperation. The proposed EU-India FTA and Strategic Partnership provide an important 
foundation for policy coordination, technology transfer, capacity building, and investment mobilisation. Together, 
these frameworks can support an equitable transition to low-carbon steel, enabling Indian producers to maintain 
competitiveness while advancing shared climate and sustainable development objectives. 
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ISSUES FOR FURTHER RESEARCH AND DIALOGUE

Issues Key Questions

Carbon pricing alignment How can India’s CCTS evolve to achieve Article 9 recognition? What 
bilateral mechanisms could bridge the gap?

MRV harmonisation What common standards are needed for data definitions, precursor 
accounting, and verification protocols?

Technology cooperation How can EU-India partnerships accelerate green hydrogen, CCUS, and 
EAF deployment in India?

Financing mechanisms What bilateral and multilateral instruments can support India’s steel 
decarbonisation at scale?

Equity and differentiation How should CBAM implementation account for development needs and 
legacy emissions patterns?

Downstream products What are the implications of potential CBAM expansion to downstream 
steel products?

Indirect emissions (Scope 2) How will future inclusion of indirect emissions affect Indian exporters?

Policy alignment, technological cooperation, and investment facilitation between the EU and India are central to 
enabling a viable and equitable pathway to low-carbon steel. The frameworks established through the FTA and 
Strategic Partnership provide the foundation, but realising their potential requires sustained dialogue, practical 
cooperation on MRV harmonisation, recognition of actual emissions, clarity on domestic carbon pricing treatment, 
and collaborative development of low-carbon technologies and standards.
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