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The solution to the falling rupee lies in diplomacy

he sudden declinein the value of the

rupee has somewhat shaken the

people and the markets. They wonder

why this is happening when the
economy is doing well, characterised by a good
growth rate, low inflation, and a modest current
account defict,

India’s growth rate in the current year is
estimated at 74%, Inflation has been subdued
with CPlinflation ending the year 2025 at 133%,
below the Reserve Bank of India (RBI)'s lower
target band for the fourth consecutive month.
The current account deficit as a percentage of
GDP in the first half of 202526 s only 0.76

compared to 135 in the previous year. The fallin
the value of rupee since April 2025 is about 6%,

The villain of the piece

Since the trade deficit (merchandise and
services), which was $96.58 billion in

April December 2025 compared to $88.43 billion
inthe same period last year, is not that large, the
main villain in the piece is capital outflows, There
has been a steady outflow of capital since U.S.
President Donald Trump took an adverse view on
India and imposed 50% import duty on Indian
exports, Initially, the U.S. imposed a 25% tariff on
‘reciprocal’ basis and then another 25% because
India was importing crude oil from Russia. Now,
it s threatening to impose an additional 25% tariff
on countries that are doing business with [ran,
This includes India, although trade with Iran is
only 0.15% of the country's total trade.

Net capital inflows in April-December 2024
were $10,615 million. In the same period in 2025,
they turned negative, with a net outflow of
$3,900 million. Despite months of negotiations
with the U.S., no agreement has been reached
yet. There seem to have been issues that could
not be resolved easily. If this stalemate continues,
the rupee will continue to fall

We have to note that in the changed context,
capital outflows are caused not by strict
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economic factors but by fears generated by the
‘hostile’ attitude of the U.S, In 2022, the rupee
depreciated by almost 10%. That had some
economic explanation, such as the Federal
Reserve's sharp hikes in interest rates. But this
time, there is no clear economic explanation,
Thus, the situation has shifted from the economic
arena to the diplomatic platform. When tariffs are
getting weaponised for geopolitical reasons,
diplomacy is the major route for a solution.

RBI intervention

India’s exchange rate regime underwent a change
in 1993 when it moved to a market-determined
exchange rate regime. But the new system did not
rule out the RBI's intervention in the foreign
exchange market. Since 1993, all RBI Governors
have made it clear that the intention is not to use
intervention to peg the value of the rupee, but to
reduce its volatlity.

However, the word ‘volatilty’ was never
defined. We can deduce from the actions of the
RBI that reducing volatility means not only
reducing fluctuations around a prevailing level,
but also ‘moderating’ the fall in the value of the
rupee when it happens. Shocks from rupee
fluctuations have a cost. It is only to minimise the
impact of such sudden shocks that there is
intervention, Even then, it is not the intention of
the RBI to prevent the fall, but to let it slide
smoothly to whatever level it has to fall, It may be
best for the RBI to clarify that reducing volatility
also includes moderating the fall in the value of
the rupee, After all, intervention, especially ifitis
asymmetric, does affect the level of exchange rate
while minimisingits volatilty. The present
situation adds another element - non-economic

pressures acting on the value of the rupee. In
fact, if India and the US, come to an

understandiing, the rupee will appreciate,

Why devaluation is not the remedy
Will a fall in the value of the rupee have any

beneficial effects? The import content of India's
EXports is rising, As a result, the stimulus to
exports provided by devaluation will be
moderated in the changed context. Further, given
the high tariffs in the U.S. market, India’s
exporters are unlikely to gain significant access
there. On the import side, most of India’s imports
are essential goods, with crude oil alone
accounting for about 25% of total merchandise
imports. A fall in the rupee would raise their
prices, fuelling inflation.

India’s inflation is not higher than the inflation
in developed countries in the West. Devaluation
is called for when there is wide disparity in
inflation. That is when we need to focus on Real
Effective Exchange Rate (weighted average of a
country’s currency relative to a basket of major
trading partners, adjusted for inflation), It s true
that some countries such as China have tried to
keep the value of the currency undervalued. But
this is currency manipulation, which is
controversial.

The fallin the value of the rupee in the last one
month has been caused by the fears engendered
by the imposition of 50% tariff on Indian exports
by the U.S. There is a possibility that the tariffs
may even go up because of new legislation in the
U.S. The full impact of the tariffs will be felt only
in 202627

What s hitting the rupee as of now are capital
outflows. These outflows will continue to take
place until India and the U.S, come to an
understanding. We cannot ignore the fall in the
value of the rupee, Capital outflows will get
accelerated with every fall in the value of the
rupee. The required earning in rupee terms will
Tise to attract investors in such a situation. When
capital outflows happen because of the sale of
stocks, they have a direct impact on the stock
market. Our trade negotiators must reach an
early understanding with the US. Meanwhile, the
RBI can only smoothen the fall in the value of the

Tupee.
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To make sense of cosmic rays, CERN
team tracks a fragile nucleus

Why is findling out how deuterons survive particle collisions in the Large Hadron Collider importam? If scientists have to predict how light nucled form in high-cnenzy
collisions in space, like when cosmic rvs strike interstellar gs. they need o know which formation mechanisms are possible and which ones mature forhids

Vasudevan Mukunih
CHENNAL

e hydlrogen agam is the

Tigghtest in the universe and it

consists of the simplest

nucles: & single proton. But
while helium i the second-lightes
element, s nuclews Bt the second
slmiplest. Thi distinetion belongs w the
deuteron, the nucheus of the deaterium
atom, which contains one proton and one
neutron. (Deuterium is an isotope of
ydrogen.)

Hlowever, the twio particles are bound
with @ very lew binding energy, making
deuterons seem fragile relative to the
energetic, messy environment created
when particles collide ar nearly the speed
of light at the Large Hadron Collider
(LHC), Yet experiments have repeatedly
observerd deuterons Gand anti-eenons)
emerging from these collisons. How do
they survive this emvironment?

Coalescence scenario

Physicists have come up with wo broad
explanations. One, called direct emission,
asstirmes the deterons are produced
directly from a hot spurce, meaning thelr
fesemation doesn’t imvolve a different
particle {or particles) condensing from a
soup of energy, then decaying to form

stick together later i they get

The problem is a proton and a newtron
can't finse if they have too much energy,
o there has to be a third particle o carry
away the excess energy. That third
participant can be a type of particle called
iR that acts like a catalyst, Le. it will
enable the reaction without becoming
part of the finz] dewteron.

Finding owt whether this i possible
miatters beyond collider physics, IF
scientists have to predict how Fght nuclei
and antinuclei form in high-energy
ollisions in space — such a3 when cosmic
rays sirlke Ingersrellar B — I:be}' ned 10
know which oFmation mechanisms ane
possible and which ones nature doesn't
“allow’,

Delta resonance
A new study oul of the ALICE
otllabwration at the LHC has provided the
answer, The coflaboration works with the
ALICE detector, one of nine detectors on
the LHC. A¢ four poines on its ring, the
LHE smashes together opposing beams of
protons it high energy. The collisions
provduce a morass of particles and
reactions between them. The detectors
lave computers and sensors that are
iripggered when they identify reactions of
imterest and which they record and
anulyse,

For the new study, the ALICE

collaboration used a technique called
feminscopy to infer how and when
partiches were produced by checking
whether two partiches come out with very
similar velocities more often than chance
would predict. Its bashe object was a ratho
called the correlation function. The
numerator was how often a given pair (2
pin and 2 ewteron) is seen with a small
relative momentum, The denominator
was how often such pairs would form
assuming they had no affinity for each
ather.

The team was looking specilically for a
partiche called ALZ3Z) resonance. (‘4" is
pronounced ‘dela’.) The resonance is 2
very shortlived excited version of a
procon or & neutron thar quickly decays.
AIFED) in iumimhrrlwtﬁ info a paon
andl & proton or neutron, 1a dewteron 15
later formed using that same proton (or
newtronl, then the pion and the deateron
would appear to be ‘linked in the data by
having a correlated momentum.

ALICE reported just this sgnal in the
piom-deuteren data, meaning many of the
dhenterons are formied after the A decays,
rather than directly at the start.

Where a nucleus is born

I the pions were only bumping into
deuterons that already existed, some of
those collizions houbd have broken the
deuteson apart (which is [ragile,
remember), In that case, the data
should've shown a dip armmd the &
region. ALICE, however, found a positive
shmal, meaning deuterons were forming

The siudy noted that sclentlsts
can wse the insight on deuterons
{0 build more realistic models of
reacthons induced by cosmic rays,
which are energetic protons and
atomic nuclei which often collide

with other nuclei in outer space

after A particles decayed and the pions
friom the same deczy were correlated with
the new deuterans.

Noewegian University of Sclence and
Technobogy physics professor Michae]
Kachelriess called the finding a “great
achievement” to Physics World,

From the size of the A simal, the sam
etiraated that around 62% of deuterons
were produced following A decays, They
Figguretl if theey included other short-lved
resonances as well, about 80%, of
deuterons would be formed by
coakescence,

Thils seerms o be the answer (o why
dlemterngs can survive the LR
high-energy collisions. Resonances
usually travel a short distance before they
decay, so the coalescence that forms
deuterons happens slightly later and
alighily away from the most violent part of
ithe eallision. Thiis the deuterons ane also
“horn’ into 2 Jess extreme environment.

Cosmic rays, dark matier

In sum, most deuterons aren't born as
readymace nucled at the instant of
collision but are instead wssenibled

shorty afterwards from exlsting protons
and neutrons, with help from pions
nearhy. This should changs how theorists
muocled the way nucled Gand anti nucled) are
produced in high-energy particulate
reactions.

Iny fact the ALICE team’s paper,
|JI]|1|iH|II:‘lI ot Desceimdier 101, poted thar
sedentists can use this insight w build
more realistic models of reactions
induced by cosmic rays,

Cosmic rays ane very energetic protons
and arombe rmscled luartling through space
and which often collide with other nuclei
in outer space, When scientists are
studying telescope data of these collisions
or are modelling them in the lab, e.g. for
astrondgdny research or because they're
sending a probe to that part of space,
thany|l eeese] g0 knsow which xiyluk are
coming from which sources,

“These findings not only explain a
long-standing puzzle in nuclear physics
bt could have far-reaching Implicatons
for astrophyses and cosmolngy,” the
ALICE tean gaid in a statenent.

“Light nuckei and antinuclei are also
produced in interactions between cosmic
rays and the interstellar medium, and
they may be created In processes
invilving the dark matter thar pervades
the universe, By building reliable models
for the production of izht nuclei and
anti-nucled, physicists can bener imerpret
cosimic-ray data and look for possible
dark-matter signals.”

mukunth@thekinducoin
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EU, India to collaborate on
‘peaceful uses’ of nuclear
energy under Euratom deal *

The Hindu Bureau
NEW DELHI

The European Union (EU)
and India have committed
to promoting collaboration
on the peaceful uses of nu-
clear energy under the In-
dia-Euratom agreement,
according to a statement
from the Joint India-Euro-
pean Union Comprehen-
sive Strategic Agenda on
Tuesday. India and the EU
had signed a research and
development agreement
on peaceful uses of nuclear
energy with Euratom, Eu-
rope’s atomic energy body,
in July 2020.

The statement on Tues-
day highlighted collabora-
tion on research and deve-
lopment  activities in
nuclear science and tech-
nology, advanced materials
for detectors, radiation sa-
fety, nuclear security, non-
power applications of
atomic energy, including
cooperation on radio-phar-
maceuticals, and streng-
thening cooperation in the
International Thermonu-
clear Experimental Reactor

(ITER). It also spoke of

Union Minister Piyu sh Goj,rai ancl MNSA Ajlt Doval with delegates from
the European Union in New Delhi on Tuesday. AP

“deepening cooperation”
under the EU research and
innovation  programme,
Horizon Europe, including
in the fields of energy, wa-
ter, agri food, health, semi-
conductors, biotech, ad-
vanced materials,
particularly through me-
chanisms such as co-fund-
ing and coordinated calls.

Horizon Europe is the EU’s

key funding programme
for research.

While specifics are un-
clear, one of the major
sticking points involving
the EU and India was the
Carbon Border Adjustment
Mechanism (CBAM), which
imposed additional tariffs
on iron and steel produc-
ers, outside the EU, who

emit more carbon emis-
sions in the production of
iron and steel than Euro-
pean producers.

“Through CBAM provi-
sions, commitments have
been secured, including a
forward-looking, most-fa-
voured nation assurance,
extending flexibilities, if
any, granted to third coun-
tries under the regulation,
enhanced technical coop-
eration on recognition of
carbon prices, recognition
of verifiers, as well as finan-
cial assistance and targeted
support to reduce green-
house gas emissions and
comply with emerging car-
bon requirements,” India’s
Press Information Bureau
said in a statement.
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‘Mother of all deals’: India and the EU finalise FTA

European wines, huxury cars to become cheaper as two
sides conclude trade negotiations that began in 2007

T.C.A. Sharad Raghavan

NEWDIELHI

fter almast two de-
At;{dﬂ‘ of negotka:
tion, India and the

European Unlon (EU) final
1sedt a free frace agreement
(FT4) on Tugsday, billed a8
the "mother of all deals”,
that will see the EU drop
tarilts on 49.5% of Indian
exports 1o the 2nation
hloe.

India has given Griff
concessions on 975% of
imports from the EU, with
European wines and lua
Ty €013 3¢t fa hecome Joss
expensive bere as a resuls

ievand the economics,
both sldes stressed the pe-

apalitical significance of o

deal between two econo:

mies that together account
forathird o global tradz in
the shadew of uncertainzy
sparked by the US carlf

Tegine.

[rime Minlster Naten
dra Modi declared that the
parmership would
“strengthen stabilty” at a
time of global turmoil,

while European Commis
sion President Ursula vor
der Leyen said if would re
duce strategic dependency
at a tme when global trade
s increasingly fractious.

“We have dellvered the
mather of all deals,” she
sald. “Two glans who
choose partership, in 2

true winewin [ashion, A
strong message that coop-
eration Is the best answer
o glohal challenges.”

"Largestever FTA
Noting that this s Indias
largest-ever FTA, Mr. Modi
said; “This historic agree-
ment will facilicite access
1o the European market
for our farmers and small
industries, create new op-
portunties in manufactur-
ing, and strengchen coop-
eration in our services
sectors.”

Both sides, however,
made sure o exelude their
Tespective sensifive sece
tors, Indias strategic agri
cultural and dalry sectors
Temain protected, while
the EU will melmaln s
current tariffs on beef, st-
gal, Tice, chicken meat,
milk powder, honey, hang-
18, soft wheat, garlic, and
ethanal.

IndlEU FTA talks were
frst bunched in 2007 Fol
lowing several hiccups and
peuses, they were es-
tmed in 2022 with both
sides agreeing to exchude
sstios on which agreement
had been elusive,

Aceording toCommeree
Ministry officials, the fan-
#uage in the document will
first be cleaned up over the
mext 10 to 15 days, follow:
Ing which It will undergo
*legal scrubbing”. It will

Mod calls it historic pact, while EU chief says the deal will
reduce strategic dependency at a time of global uphezval

Landmark agreement

Fftar almost two decades of talks, the European Unicn and India sealed a landmark trade pact, driven by U.S. tariff pressures, The deal aims at doubling xportz to Indla

4

' ool EL goods

HOV DOES IT
BENEFITEV?

w Tailfs removed or cut on

wViine dutles cut fram 150%to
0310 S cut todlt

® Car tarffs trop from 110% to
0% (250,000 vehicle quots)

» Taiifls elminated on Altous
aireral, and processed food

" (4% taw on most machinery,
and pharmaceutical products

HOW DOESIT
BENEFIT INDIA?

o Dty ree exports forltems such as
feet s, leather, gems, and spices

0 uty-free cuata of L million
tornes for steel

# Faslor for skilled Inclian workers to
wark Inthe 2T-couniry blec

» Dialogue on carbon bordertay; (ndia
st b et g other E partness
# Phagec-out tariffs on arms and
ammunition, ameng othar goods

VWHAT THE DEAL
DOESN'T
INCLUDE?
 Hoconcesslans on ltems such
& chicken and rice

1 NMSIENI]EM O govermment
[IroCLrmEnt an negy and raw
matarlals

& "sustanable development”
chiagter {rejected by I ndia)

 Agrearient on Geagraphical

Indications p—_——

P Biplomatic sutreach: Prime Minister Narendra Modi with European Commission Presicent Ursula van

R, 4 S

der Leyen and Counell President Antonio Costa, on Tussday I New Delh, s

then have to be translated
and sent toall 27 EU men:
ber seates, hefore it can be
radfied by the Ewopean
Parliament, “We do hope
that we should be able 1
celetrate the entry into
force of this agreement
within calendar 2006 it:
sell,” sald Union Minister
Piyush Goyal

According to the Com-
merce Ministry, India has
mined el reduetions
across 97% of taniff lines,
covering 99.5% of tradeva
lue. OF this, 90.7% of In
dia's exports will see duties
eliminated entirely on the
first day of the deal’s im-
plementation, including L
bour-ntensive  sectors
sueh as texiles, apparel,
leather, fontwear, tea, cof-

fee, spices, sports gonds,
toys, gems and fewellery,
and certain marine pro-
ducts, amongst others,
Another 2.9% of India’s
exports will see duty eliml
nation over three to five

Vel

This would inclule cer-
aln marine products, pro
cessed food items, and
arms and ammuniton, Oy
er and ahave this, 6% of In-
dia's exports will see tariff
reductions including cer-
tain poultry products, pre:
served vegetables, bakery
prodiets, amangst athers.

"Key  [abourintensive
Sectors comprising more
than {287 lakh erore [833
billion] of exports that are
currently subjected w
part duty hetween 4% o

J6%in the EU and are cru-
clal for employment gener-
arion, wil enter zera duty
fiom entry lnto force of the
FIA and thus gain en-
lianced competiiiveness in
the E market,” the Minis-
ry sad n a velease,

Duty elimination

In particular, of the sectors
that India primarily ex-
ports to the EL, the follow-
ing will see duties eliminat-
el entiely  marine
produets (current duties of
up to 26%), chemicals
(12.8% currently), plastic
and rubber items (6.5%),
leather faotwear {I7%), tes-
tles and apparel (123
each), hase metals (10%),
gems and Jewellery (4],
furmiture and allied con-

sumer gonds (10.5%), and
loys and sports goods
(7%, On serviees, the EU
has agreed 0 comumit
ments across 14 services
sub sectors, Inluding 1T/
1Tes, professional services,
education, and ather busk
TIESS Services,

Overall, Indla s offering
duty elimination and re-
ductinns on 92.1% of the
nifflimes, which comprises
97.3% of the EU exparts to
Incia. Within this, 49.6% of
the tariff lines will see an
mmmediate duty eliminz
fion onee the agreement
comes info effect.

Another 35.5% of the ta-
1lff s wil be subect 1o &
phased elimination of ta-
s over five, seven, and
10 vears, An additional 3%

of procuets will see phased
LarlfT eductions,
“Imparts of EL's high
technology goods are ey-
pected to diversity India's
import sources, (hereby
reducing input costs for
Duslnesses, benefit con-
sumers and will create ope
partunities for [ndian busl-
nesses to integrate into
global supply chains,” the
statement added.
Natably for the EU, the
following European sece
tors will see duty-free ac-
cess {o the Indian markets:
machinery and electrical
equipment, aircraft and
spacecraft, aptical, medi-
cal and surgleal equip-
ment, plastics, precious
stones and metals, chem-
cals, motor vehicles, iron

Officials say document will undergo a legal scrubbing,
translation bafore ratification by European Parliament

and steel, phamaceut
cals, and various agricultu-
1l products, On serviees,
India has agreed to open
Up 102 sub sectors cover
mg FU priorties such as
professional, business, e
lecommmnications, mari:
time, financial, and envi
Tommental services,

It s Deen learnt that
negotiztions over a lew
seetors such a5 automo-
biles and wine had caused
some problems, bur that
the two sides finally agreed
10 quota based systems
that were satisfactory 1o
hoth sides, India agreed to
allow Ewropen cars with a
Trie tag abave £25 lakh o
be imported at lower du-
ties of s low as 10%, from
The current L10%, but sub-
jectto a quots,

Indla and the EU also
reached 4 limited agree-
ment on the contentious
Carbon Border  Adjust:
ment Mechanism (CBAM),
Mr. Goyal added. The
AgTeement credtes 4 way
for carban footprint ver:
fiers in India to gain ac
creditation, [t also spect
fies that, should the EU
give concessions under
CEAM to a third eountry,
those concessions wiuld
auromatically apply to In-
iz 100,

MOREREFORTS OH
D PAGESS, 11,4 12
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The impact of India-EU FTA for
Al and semiconductor tech

The India-FLU Free Trade Agreement moves Bevond supply chains w operationalise jodot B&D inadvanced

semiconducton integration. Iealso foemally links the Enropean ALOfee with India’s Mational Al Mission

Vinsawlevan Mukunth

n a milesipne, India and the

Eurcipean Unibon (EL) have halled

the corsclusion of e India-ELT Fres

Trade Agreement (FTA) while
launching a *Comprehersive Sranegic
Agenda’ for 2030, Amomg other
missures, the pact moves quﬂ.mppy
chains to operationalise joint

wbmnced semiconductor
inmegreation™ and chip design, (@l
formally links the Buropean Al Office with
Immm Al Misslon to joletly

The thres diplomatic phases
The Al and semicondscion aspects
represent the maturation of three
diplomaric phases. The firs phase began
with the ‘India-EL Strategic Partnersbips
A Bogdmap to 2025°. At this stage,

on “technology™ wene largely
confimed to general matters of
cybersecurity,

In the sevomd phase, around 2022,
Prime Minister Narendra Modi and EU
President Ursula von der Leyen lnchiesd
the Indis-F1 Trade and Technol
Coumneil. This body in tum e

from diplomacy to involving
techmical experts. In fact the new deal has
creglised this group with managing is
“technokogy and innovadon™ aspect.
I che third andd fimal plese, in 3023,
India and FL signed the Semiconcucior
Memoramdum

pastnership, 50 oo speak, with a fcus on
mnmmm

On ‘heterogenous inbegration
Perbuaps the maost sigrificant teckmical
detail in the dooament is *heterogeneous
integration”™ because it recognises that
I is vesrs sway From building
ruttimg-edge logic abrication facilites, for
exampe, those thar mamufachare chips
with modes of 2-3 nm, and thus. pivets w
“achvanced packaging”. Helerogenous
integration mvolves sticking different
‘vpes of chips, such a3 logie, memory,
amd sensors, ino a single package. Such
combinatsans ane crical for AL
Comtenporary Al acceleranors like
Myvidia's Graphics Processing Units (GFLUS)
‘hank more on how memory is paclaged
nest 1o the processor insteac of anly the
TAW transisior siee. By tangecting this, the
EL and Inca are trying 1o caplure the
value-achiec] segment of the supply chain
that ks abso less caplial-inensive thin a

luuﬂ-ml:hmmrmmabmnrlwﬁm.ttrc Tessobes Semoonductor Frivate Limiged, at

N

Ehectronic City-Phasa 11, i= Bergalury en Saptembar 19, 2005 MURAIKLMAZ, K

fabrication facility bur which is just as
critical for performance.

The agenca ablo explicitly connects
semiconductor manuficturing to Al
wtility as the text says the deal will foos
“on design and prototyping for Al
applications”, thus creaging a verticl
market. While in 2023 the foos was on
“making chips for cars”, following & orisis
in their svaikability, the new goal is to

Sl gy SO
mﬂwﬁmn the flip side
st of them wark for LLS-hised frms
lika Inbed amd Quabeommm), T EU ks the
research infrastnucture, such as IMEC in

Belgium and Fraunhofer-Gessellschall in
Germamy, bun lacks the design scale. snd
the deal efiectvely creates a mechanism
o unify India’s designer capical with the
EL's plyysical capital, 1o create indigenous
Al hardware and reduce their relance on
US Inrellecrual propemy.

Finally, the operational vehicies for the
deal’s semmiconcucior simibegy ane the

sovealked FRENEIEYE - reguleory

exclae that aligns Indian with European
stendards,

certification requitements, In
the Blue will
B n
standards ro Indian soil.

A oommon market or Al

Lakewise, the Al sectiom of the mew deal
also sets up a “commeon market™ for Al
where Inclian data can T imo European
mndels while having Eunopesn
regubitions govern Indian Al companies
{this ts am example of the Brussels effec,
wheretiy the EL exparts its Lws outside
its borders through market mechamisms
instead of direct force).

Previmsly, if the EU had a techinical
apuestion sl Indiam Al policy, it wouk]
garthromgh cliplematic channels
{specifically, the External Action Service
1o the Ministry of External Afirs). The
desl norw imdlicates a direct line: the
European Al Office, which is the EA7s

regulator, can inberact directly with the
Indiaal Safery Instinuee, India’s iechmical
audinar, As & resull, the rechmical scalt an
thesae agemcies could have a formal
manlate o conrlimate withiout reguiring
palitical permissions for every
Imieractiom,

Further, perhaps the mwost concren:
part of the Al section of the deal is the
paint abour “sesting and evalumion”,

Tk
|u~.|lra||l_'.- which nme=ans a |J.-tull.|.n:'r will
T o makoe: thasin mmoded] pass twe tests
ahead of clearnmoe. Bt now, by
collabaratimg on vesting, the twe agencies
will Ekely cosuthor and raticnalise the
checkliss for the models. 5o if the
Eurogean Al Office develops a specific
matbiensatical test b messure the rate or
scope of hallhscinations in a brge lang
mindel, It can share tha test wich the
Indiarl Safety Instirue for India to adopr,
In fact, the paint of linking these agencies
is o eveniually reach & poinge whese one
accepits & safty cortificars ksswed by the
other, Going ahead this will reguine the
agencies to align their audit procedures
and staff rraindng,.

Far Indians thi coukd be a clvil
libseertiens bapckelowsr of sorts. That is,
because Buropean audic manuals are
serongly rooted in the EL's Charter of
Fumndarmental Rights, Indian wsers might
umknowingly gaan digital protections that
the domestic political climate currenthy
sidlelines, EU safiety benchmarks
aggressvely perl.:lse algnrithmic bias
against minorities and restrict imasie
hiametric survelllance, If Indan
e npers must desr these hundle o
ersure their modeds can be exporied oo
Eurape, the A1 products deploged
damestcalily will be embsedded with
Eurapean regubibory atitucdes. Thos
Inddizm wsers conld inberact with Al agents
that are technically constraimed firom
reinforeing majoricarian narrtives o
profiling of vidnerable comamnitiss,

Himwever, there i alan the possibility of
this opponunity devolving into a srradfied
ecogystem akin to India’s pharmacsutical
sectar, where some mamusfsciarers
rigorousty adhere to safety protocols for
exparts 10 'U.5. and European markets
while catting corners for domestic supply.
That i, Incian firms might epgineer
‘chean’ and more bias-free algorithms
apecifically for he EU marke) o secune
lucrative cxmiricts while ceplonying
imvasive or unrestricted versions at horme,
whene enforcement remains lax.

Fimancial instruments
In order to fisel all these ambitions, the
agencla mvasters two finandial
instruments. First, the text requires both
sicdes “explore options fr asociation of
Inddia to Horizon . IF this happens,
it worikd elevate Inidia oo Che highest e of
partmership available tn non-EL nations
and allow Indian entities to bead consortia
and compete directly for grants from the
ELI's 95 5-hillion research budget (21004
lakh crorek. This could be a bomus for the
semicomductor sector as it will allow
Inudizm chip startups to bypass the alten
risk-averse domestic capital markets,
Second, and on a related note, the deal
alio places the Eunopean Inpovation
Council at the helm of a new startup
partnership, The Council specialises in
wihiat It calls “patsent capital™ for high-risk
technologies such as quanius computing
ard vl chip amchitechunes that
tradicional venture capiialisis often avoid.
By linking the Coandl with the Start-ap
Inulias plaathiorn, the agreement oreabes a
alelicated crosscbhorder fmlng cormidor
for *hard” vechinologies and fills a gap left
ey privane irvestons, and coukd help
ersure the deal's design ambitions are
backed by the necessary funds.
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