Govt mulls options to impose

carbon tax on some imports

Move Is Seen As A Counter To EU’s Environmental Levy
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New Delhi: The government
1s discussing the possibility
of imposing carbon tax on so-
me of the imports into the co-
untry at a time when Indian
exports are facing the latest
environmental hurdle from
the European Union, with the
UK and other developed co-
untries expected to join the
club in the coming years.

The Carbon Border Ad-
justment Mechanism
(CBAM), which kicks in
from January 2026, could re-
sult in an additional burden
of at least 8-9% on certain
products, with the levy lik-
ely tobe as high as 25-30% in
certain other categories.
The tax will negate any be-
nefits that may accrue to In-
dia from the free trade agre-
ement (FTA) with the tra-
ding bloc that is currently
under discussion.

The tax — which India is
contesting at the World Tra-
de Organisation (WTQ), as
well as bilaterally — is seen
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tobeviolatingglobal treaties
and had even been questio-
nedat COP27. BRICSnations
and other developing count-
ries have also voiced their
concerns against the move
with the government loo-
Kingto actively counter it.
While the environment
ministry and the power mi-
nistry are working on issues
to address some of them do-
mestically, the commerce
department and the finance
ministry have held consul-

tations to assess the overall
impact on the Indian econo-
my and also examine the op-
tion to impose some sort of a
tax on certain segments of
imports, including luxury
products with high carbon
content, government sour-
cestold TOI.

They added that the dis-
cussions are preliminary in
nature and the issue is being
looked at, with no decision
taken at the moment. If im-
posed, it will target goods

from developed countries,
which are seen to be arming
themselves with CBAM.

Besides, the government
wants to ensure that the levy
does not impose any burden
on Indian industry or busi-
nesses as a massive infrast-
ructure rollout is planned in
the coming decades for India
to catch up. Asaresult, if the
government decides to go
ahead with the plan, the pro-
ducts will be identified care-
fully, after examining the im-
pacton the overall economy.

But the government is
clear that the move by the
EU is unfair and imposes a
burden ondeveloping count-
ries, without factoring in
the fact that the developed
countries were large emit-
ters and are responsible for
climate change.

The discussion around
CBAM comes at a time when
the WTQO itself is pushing to
be a platform for talks on tra-
de and climate change, so-
mething that developing co-
untries are opposing.



