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Chain Dynamics, Strategic Implications, and Risk Scenarios

Abstract

This briefing paper analyses how the India-UAE Comprehensive Economic Partnership
Agreement (CEPA) and the European Union’s Carbon Border Adjustment Mechanism
(CBAM) are reshaping supply chains, regulatory obligations, and investment flows across
India, the GCC, and Europe. It presents quantitative trade data, corporate case studies,
sectoral implications, and an expanded strategic overview of who should prioritise these
developments. The paper also incorporates a critical ‘Risk & Alternative Scenarios’ section,
reflecting respected sources that challenge or nuance the corridor hypothesis. This
strengthens the analysis and provides senior leaders with a balanced, actionable framework.

1. Introduction

The India-GCC-Europe trade architecture is undergoing structural transformation driven by
the India-UAE CEPA and the EU Carbon Border Adjustment Mechanism (CBAM). These
policy frameworks alter incentives related to manufacturing location, carbon intensity
reporting, logistics routing, investment structuring, and market access.

2. Policy Drivers

2.1India-UAE CEPA

India-UAE bilateral trade reached USD 85 billion in FY2022-23, up from USD 72.9 billion the
previous year. CEPA eliminates or reduces tariffs on more than 90% of tariff lines and
simplifies customs procedures, benefiting machinery, engineering goods, chemicals, gems
and jewellery, and textiles.

2.2 EU Carbon Border Adjustment Mechanism (CBAM)

CBAM introduces a carbon price on EU imports equivalent to that faced by EU domestic
producers. In 2022, CBAM-covered goods accounted for more than €75 billion in EU imports.
As reporting requirements tighten ahead of full enforcement in 2026, firms will need to
adapt supply chains, documentation systems and emissions reporting capabilities.

3. Emerging Corridor Dynamics

The interaction of CEPA and CBAM is accelerating the formation of an India-GCC-Europe
corridor in which India functions as a manufacturing hub, the GCC-especially the UAE-as a
processing and compliance centre, and Europe as the final high-regulation market. Early
adopters are reshaping value-added steps, documentation centres and routing to leverage
preferential tariffs and mitigate carbon compliance risk.

4. Corporate Case Studies

4.1 ArcelorMittal
Combines production in India with downstream processing in UAE to optimise CEPA
benefits and anticipate CBAM compliance.
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4.2 Hindalco / Novelis
Integrated aluminium operations across India, GCC, and Europe allow for value-added
shaping and improved emissions reporting.

4.3 Reliance Industries
Uses Jebel Ali Free Zone for petrochemical processing and re-export to Europe, benefiting
from CEPA’s procedural advantages.

4.4 Indian Pharmaceutical Companies
Firms such as Dr. Reddy’s, Cipla, and Sun Pharma use UAE facilities for packaging and
logistics prior to European export.

5. Quantitative Trade Patterns

- India-UAE trade: USD 85B in FY2022-23 (targeting USD 100B).
- EU-India trade: >€120B in 2023.

- EU-GCC trade: ~€152B in 2022.

- CBAM-covered imports: >€75B in 2022.

- UAE re-exports: >1/3 of total national trade.

6. Strategic Implications for Firms and Investors

Manufacturers should model alternative routing via UAE. Investors may use GCC fund
structures for India-focused allocations. Compliance teams must prepare for CBAM-linked
carbon reporting. Policymakers should harmonise digital customs and emissions reporting
frameworks.

7. Who Should Care — and How to Incorporate This Into Strategy

7.1 Manufacturers and Industrial Exporters

Manufacturers face changing landed costs and compliance obligations. They should model
direct vs. corridor routing, assess GCC finishing options, integrate CEPA origin planning,
build EU-aligned carbon reporting, and form partnerships with UAE processing providers.

7.2 CEOs and Strategy Leaders

Executives must treat the corridor as structural. Strategic actions include updating 3-5 year
plans, revising capex allocations, forming logistics/processing JVs in UAE, embedding
corridor scenarios in M&A planning, and aligning governance with carbon compliance
obligations.

7.3 European Importers and Distributors

Importers should audit CBAM exposure, assess GCC-based compliance routing, negotiate
carbon-intensity reporting in contracts, explore multi-route sourcing, and evaluate whether
UAE processing reduces documentation burden.

7.4 Investors and Fund Managers

Fund managers should evaluate ADGM/DIFC structures for India allocations, assess portfolio
CBAM risk, integrate corridor economics into valuation models, require portfolio carbon
reporting, and leverage GCC capacity for value creation in India-linked companies.
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7.5 Policymakers and Economic Development Bodies

Governments should promote customs digitisation, carbon reporting alignment, and cross-
border industrial cooperation; encourage GCC-India investment; support SME compliance
readiness; and position the corridor as a competitive alternative to China-centric supply
chains.

7.6 Supply Chain, Compliance, and Sustainability Officers

Operational teams should build corridor-based documentation maps, implement carbon
reporting protocols, model alternative routing costs, integrate sustainability into
procurement, and strengthen EU-aligned verification.

8. Risks, Uncertainties & Alternative Scenarios

While the India-GCC-Europe corridor presents a compelling strategic option, respected
sources highlight several counterarguments or constraints that challenge the assumption of
widespread supply-chain reconfiguration.

« CBAM may reduce trade instead of rerouting it.** Analyses by the Centre for Research on
Energy and Clean Air and Centre for Social and Economic Progress warn of output declines
in India’s emissions-intensive sectors, with exporters facing welfare losses rather than a shift
in routing.

« Indian exporters may pivot away from Europe.** Reuters reporting indicates several steel
exporters expect a decline in Europe-bound shipments after CBAM activation, favouring
African and Middle Eastern markets instead of re-routing via GCC.

» FTA-driven reconfiguration is not guaranteed.** Studies by CRF suggest even deep FTAs
rarely transform complex value chains when non-tariff barriers remain.

» EU supply chains may consolidate rather than diversify.** Research by the Centre for
European Reform argues that CBAM may incentivise cleaner intra-EU production rather than
third-country routing through GCC hubs.

Implication: The corridor should be viewed as a strategic option—not a deterministic
forecast. Firms should pursue parallel decarbonisation, compliance upgrading, and scenario
modelling. Corridor routing is economically viable in many cases, but not universally
applicable across all sectors or firms.

9. Conclusion

The India-GCC-Europe corridor is emerging as a material strategic option shaped by CEPA
and CBAM. Its advantages are most salient for firms capable of leveraging GCC processing,
strong carbon reporting, and modular supply-chain architecture. However, alternative
scenarios—including reduced EU-bound exports, sector-specific constraints, and EU supply-
chain consolidation—must be built into senior leadership planning. Early, flexible movers will
be best positioned to capture regulatory, commercial, and operational advantages.
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