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Summary 

Highlights 

The conclusion of negotiations on the EU–India Free Trade Agreement in January 2026 marks a major step in EU–

India relations and a strategic response to growing geopolitical fragmentation, supply-chain disruptions  

and economic security concerns. For the Czech Republic, the agreement offers opportunities to expand exports, 

attract investment and strengthen cooperation in advanced manufacturing, automotive components, defense, 

clean energy, digital technologies, research and higher education. The paper examines how the FTA can boost 

trade, investment and industrial cooperation, particularly where Czech strengths align with India’s growth 

priorities. Its success will depend on effective implementation, regulatory cooperation, business awareness  

and sustained political dialogue. 

• The EU–India Free Trade Agreement, concluded in January 2026, is a major economic and strategic milestone.  

• For the Czech Republic, the agreement creates important opportunities in sectors where Czech industrial 

strengths match India’s development priorities, including advanced manufacturing, engineering, automotive 

components, defense and more.  

• The success of the agreement will depend on practical implementation, regulatory cooperation, business 

awareness, and sustained political dialogue.  

 

The EU–India Free Trade Agreement and Its Implications  
for Czech Indian Economic Relations 
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Introduction 

The EU–India Free Trade Agreement marks a significant milestone in one of the most important 

strategic partnerships in the contemporary international system. The European Commission and India 

concluded negotiations on the FTA on 27 January 2026, following the relaunch of negotiations in June 

2022. The agreement is described by the European Commission as a major commercial and strategic 

arrangement, accompanied by separate processes concerning investment protection and geographical 

indications (European Commission, 2026a). 

The agreement comes at a time when global economic relations are being reshaped by geopolitical 

competition, supply-chain vulnerabilities, technological change and climate transition. The EU seeks  

to diversify its partnerships, reduce strategic dependencies and reinforce the competitiveness  

of European industry. India, meanwhile, is positioning itself as a major manufacturing, digital  

and innovation hub. The FTA therefore has both economic and geopolitical significance. 

For the Czech Republic, EU–India economic integration is especially relevant. Czechia is a highly open, 

export-oriented economy with strengths in automotive production, engineering, machinery, defense, 

aviation, energy technologies, ICT and research. India offers a large and expanding market, a young 

workforce, major infrastructure needs and strong demand for industrial modernization. Czech–Indian 

relations have a long historical foundation, and recent interstate contacts have helped renew 

economic and political momentum. In April 2026**,** Indian Minister of State for Commerce  

and Industry Jitin Prasada visited Prague to co-chair the 13th Session of the India–Czech Republic Joint 

Commission for Economic Cooperation, signaling the importance of economic diplomacy after  

the conclusion of the EU–India FTA (Embassy of India in Prague, 2026). 

This paper examines four central questions. First, what impact will the EU–India FTA have on trade, 

investment and industrial cooperation between Europe and India? Second, which sectors offer  

the greatest potential for expanding Czech–Indian cooperation? Third, how can the EU–India 

partnership contribute to more resilient and diversified global supply chains? Fourth, how can closer 

economic ties with India enhance Europe’s competitiveness and economic security? 

The EU–India FTA as a Strategic Economic Milestone 

The EU and India are two of the world’s largest democratic markets. The EU is already India’s largest 

trading partner in goods, accounting for around €120 billion in goods trade in 2024, equal  

to approximately 11.5% of India’s total trade (European Commission, 2026b). From India’s perspective, 

the EU represents a high-value market for goods, services, technology and investment. From the EU’s 

perspective, India represents a rapidly growing economy with increasing relevance for manufacturing, 

digital services, green transition, geopolitical diversification and an expanding market for luxury goods. 

The FTA is expected to reduce tariffs, improve market access, simplify trade procedures and strengthen 

regulatory predictability. According to the European Commission, about 6,000 European companies 

operate in India, and the agreement is expected to create new opportunities across multiple sectors 

(European Commission, 2026a). This matters because European companies have often faced barriers 

in India such as high customs duties, complex standards, public procurement limitations and regulatory 

uncertainty. 

The agreement is also important because it moves EU–India relations beyond symbolic partnership. 

For many years, EU–India cooperation was described as strategically promising but economically 

underdeveloped compared with the scale of both markets. The conclusion of negotiations gives  

the relationship a stronger institutional framework. It also links trade policy with wider strategic 
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concerns: industrial resilience, technological sovereignty, secure supply chains and cooperation  

in emerging sectors. 

For India, the agreement can support export growth, attract European investment and integrate Indian 

firms more deeply into global value chains. For the EU, it can open opportunities in sectors where 

European firms are globally competitive, including automobiles, machinery, pharmaceuticals, 

chemicals, environmental technologies, financial services, digital services and advanced 

manufacturing. 

Impact on Trade, Investment and Industrial Cooperation 

The most immediate effect of the EU–India FTA will likely be the expansion of bilateral trade. Tariff 

reductions can make European goods more competitive in India and Indian goods more competitive 

in Europe. Sectors such as machinery, vehicles, chemicals, pharmaceuticals, textiles, electronics, food 

products and environmental technologies may benefit from lower barriers. 

For the Czech Republic, this creates opportunities for exporters of machinery, transport equipment, 

industrial components, medical devices, defense technologies and high-value engineering products. 

Czech companies often compete in specialized industrial niches rather than mass consumer markets. 

The FTA can help them by reducing transaction costs and improving legal certainty. 

India may also gain from improved access to the EU market for pharmaceuticals, textiles, engineering 

goods, IT services and processed products. However, Indian firms will need to comply with EU 

standards on sustainability, safety, labor rules and technical regulation. This could encourage 

upgrading within Indian industry. 

The FTA, together with the related investment protection negotiations, can improve investor 

confidence. European firms may view India as a more predictable market for long-term investment, 

especially in manufacturing, renewable energy, infrastructure, logistics and digital services. India’s 

domestic policies, such as “Make in India”, production-linked incentives and infrastructure 

development, already encourage foreign investment. The FTA can add a European dimension to this 

trend. 

For Czech companies, India may become not only an export destination but also a production  

and innovation base. Czech firms in automotive components, engineering, defense, water 

management, clean technologies and industrial automation could establish joint ventures with Indian 

partners. Conversely, Indian investment in Czechia could increase in IT, pharmaceuticals, automotive 

components, research and business services. 

Industrial cooperation may be the most strategically important area. The FTA can support deeper links 

between European and Indian firms in advanced manufacturing, clean energy, semiconductors, digital 

technologies, critical raw materials and defense-related industries. These sectors are not only 

commercial but also strategic. 

Europe’s challenge is to preserve industrial competitiveness while reducing excessive dependencies, 

mainly on undemocratic regimes or regimes that directly challenge liberal-democratic political 

systems. India’s challenge is to develop high-value manufacturing and move beyond its traditional 

strengths in services and low-cost production. Their interests are therefore complementary. The EU 

can provide technology, capital, industrial know-how and regulatory expertise; India can provide scale, 

skilled labor, market growth and manufacturing capacity. 
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Czech-Indian Relations: Historical Foundations and Recent Interstate 

Contacts  

Czech–Indian relations have a long and generally positive history. Diplomatic relations  

with Czechoslovakia were established shortly after Indian independence (1947), and economic ties 

developed during the Cold War through engineering, heavy industry, machinery and educational 

exchanges. The relationship has continued after the establishment of the Czech Republic in 1993, 

although trade patterns changed after economic liberalization and the shift to market-based 

payments. 

Recent years have seen renewed political and economic engagement. The Embassy of India in Prague 

highlights the 13th India–Czech Joint Commission for Economic Cooperation, held in Prague in April 

2026, as a key mechanism for strengthening trade, investment and business-to-business ties (Embassy 

of India in Prague, 2026). Earlier interstate contacts also created a foundation for deeper cooperation. 

During the 2018 state visit of the President of India to the Czech Republic, both sides emphasized 

economic relations, technology and investment cooperation (Embassy of India in Prague, 2026).  

The joint statement from that visit called for intensified high-level contacts, political consultations  

and cooperation through the Joint Commission on Economic Cooperation (Embassy of Czech Republic 

in New Delhi, 2018). 

In January 2025, the eighth round of India–Czech Republic Foreign Office Consultations focused  

on political relations, high-level visits, trade, investment, science and technology, defense cooperation, 

student mobility and people-to-people contacts (Embassy of India in Prague, 2025). 

These visits and consultations matter because trade agreements alone do not automatically create 

business cooperation. Companies need trust, information, networks and political support. In Czech–

Indian relations, mutual understanding remains essential because both countries have different 

business cultures, legal systems, administrative practices and market structures. Regular interstate 

visits, business forums, academic exchanges and sectoral working groups can translate the EU–India 

FTA into concrete contracts and partnerships. 

The EU–India Partnership: Economic Security and Competitiveness 

The EU–India FTA can contribute to more resilient global supply chains in three main ways. First,  

it supports diversification. European firms have become increasingly aware of the risks of relying too 

heavily on single countries or narrow supply routes. India offers an alternative and complementary 

manufacturing base in sectors such as pharmaceuticals, electronics, textiles, automotive components, 

chemicals and engineering. 

Second, it supports friend-shoring and trusted partnerships. The EU and India are not identical in their 

regulatory systems or political priorities, but both are large democratic actors with an interest  

in a rules-based international order. The European External Action Service notes that the EU and India 

share an interest in strengthening the rules-based multilateral trading system and cooperating on WTO 

reform (EEAS, 2021). 

Third, it supports industrial upgrading. Supply-chain resilience is not only about moving production 

from one country to another. It also requires higher standards, digital tracking, investment in logistics, 

skilled labor, sustainability and regulatory compatibility. The FTA can encourage such upgrading by 

connecting Indian production with European standards and European investment. 
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For Czechia, resilient supply chains are particularly important because its economy is deeply integrated 

into European manufacturing networks, especially in automotive, engineering and electronics. Czech 

companies can use India as a partner for components, software, engineering services and market 

expansion, while avoiding excessive exposure to geopolitical shocks. 

Economic security has become a central theme of European policy. The EU must remain open to trade 

while reducing vulnerabilities in critical sectors. The EU–India FTA supports this goal by expanding 

Europe’s network of reliable economic partners. Closer economic ties with India can enhance Europe’s 

competitiveness in several ways. 

First, India provides access to a large and growing consumer market. European companies need growth 

markets beyond the mature European economy. India’s expanding middle class, infrastructure needs 

and digital transformation create demand for European products and services. 

Second, India offers human capital. Cooperation in IT, engineering, research and professional mobility 

can help European firms address skill shortages. For Czechia, which faces demographic pressures  

and labor shortages in some technical fields, educational and professional links with India could be 

particularly valuable – in selected areas and in the case of mutual agreement. 

Third, India can become a partner in industrial transformation. European competitiveness depends on 

innovation in clean technologies, automation, AI, advanced materials and digital manufacturing. 

India’s scale and technological ecosystem can support joint development and commercialization. 

Fourth, the FTA gives Europe a stronger geopolitical position. In a fragmented global economy, trade 

agreements are instruments of influence. By concluding a major agreement with India, the EU 

demonstrates that it can build strategic partnerships beyond its traditional transatlantic framework. 

However, economic security also requires caution. Europe must avoid replacing one dependency  

with another. The goal should be diversified, transparent and sustainable supply chains, not simple 

relocation. The EU and Czechia should also ensure that cooperation respects labor standards, 

environmental rules, cybersecurity and fair competition. 

Conclusion 

The EU–India Free Trade Agreement is a landmark in global trade policy and strategic economic 

cooperation. It has the potential to increase trade, stimulate investment, strengthen industrial 

cooperation and improve supply-chain resilience between Europe and India. For the Czech Republic, 

the agreement creates an opportunity to deepen relations with India in sectors where Czech strengths 

match Indian needs: advanced manufacturing, automotive components, defense, aerospace, clean 

energy, digital technologies, medical technologies and research. 

The Czech–Indian relationship already has strong foundations, supported by historical ties, high-level 

visits, Foreign Office Consultations and the Joint Commission for Economic Cooperation. The challenge 

now is to transform diplomatic goodwill into concrete economic results. This requires business 

awareness, sectoral strategies, regulatory knowledge, cultural understanding and sustained political 

engagement. 

In an increasingly fragmented global economy, the EU–India partnership can help Europe diversify 

supply chains, improve economic security and strengthen competitiveness. For Czechia, India should 

not be seen only as a distant emerging market, but as a strategic partner in industrial modernization, 

innovation and global resilience. 
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