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India: Getting tough on emissions 

Implementation and consequences of tighter standards 

After two years of decline, the Indian automotive sector is experiencing growth 
again. Even so, challenges lie ahead as the government intends on pulling forward 
deadlines for stricter emission standards. 
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Fog and smog  

After difficult years in 2013 and 2014, the automotive 
sector in India finally showed healthy growth in 2015. 
Full-year production grew by 4.3%, while sales 
increased by 6.0% and exports by 2.7% year-over-year. 
The increase in sales is concentrated on passenger 
cars, with compact cars as the most popular size 
segment.  One attribute unique to the Indian market is 
the level to which diesel engines are preferred. Indeed, 
India remains as one of the biggest markets in terms of 
diesel engine share. Diesel subsidies of the recent past 
have done much to sway consumer preference, driving 
diesel penetration to grow from 20% in 2000 to nearly 
50% in 2015. Even now, a difference in fuel retail price 
remains as the value added tax for diesel is lower than 
that of gasoline. 

As the number of vehicles on the road is constantly 
rising, traffic congestion, especially in megacities, is at 
record levels. Vehicle congestion and traffic has been 
identified as one of the primary sources of air 
pollution. To combat the growing problem, a mix of 
smog-fighting measures have been announced. 
Starting in January, privately owned vehicles were 
only allowed to be in operation on alternating days in 
New Delhi. Delhi government officials have reported 
that the measure has already slashed pollution by 
more than 50%. 

In the wake of the success of the usage limitations, 
more severe measures have been taken. The Supreme 

Court has banned registration of new diesel cars and 
SUVs above 2,000 cc across the National Capital 
Region, which will take effect in March 2016. 
Furthermore, the government also intends to pull 
forward deadlines for stricter emission standards, all 
in an attempt to improve air quality in the most 
congested areas.  

India’s standards 

The Indian emission standards, so called “Bharat 
Stages,” run parallel to the Euro standards, although 
with a lag of over five years. These standards regulate 
the emissions of carbon monoxide (CO), hydrocarbons 
(HC), oxides of nitrogen (NOx) and particulate matter 
(PM). These pollutants are tested based on a modified 
version of the New European Driving Cycle (NEDC). 
Bharat Stage III (BS III), which is equivalent to Euro 3, 
is effective nationwide, and in the country’s largest 
cities, BS IV has taken effect.  

India’s Transportation Ministry announced in recent 
months that the government would speed up the 
progression, skipping the BS V stage and pulling 
forward the implementation of BS VI from 2024 to 
April 2020. This plan has been refuted by the Supreme 
Court at the end of January, but most expect that the 
measure will eventually pass, and are assuming the 
proposed 2020 deadline for BS VI will stand.  
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Upstream impact 

Of course, there are plenty of technology effects of an 
accelerated path of implementation. Most automakers 
and suppliers have deemed the recent deadline shifts 
for Bharat State VI as ambitious. The jump on BS VI 
could strain design time, and increase the investment 
already needed to update technology to be in 
compliance. The cost of these changes would 
ultimately be passed on to the customers. 

Generally speaking, the technical requirements for 
compliance are higher for diesel engines than gasoline 
engines requiring additional after-treatment of 
exhaust gas. Already, BS V would require the 
deployment of diesel oxidation catalysts, diesel 
particulate filters, and in some cases, NOx absorbers in 
vehicles with more than 2000 cc. Bharat Stage VI 
would require the additional deployment of selective 
catalytic reduction (SCR) modules for some vehicles. 
BS V and VI are considerably less burdensome for gas 
engines as the NOx emissions from diesel engines 
become stricter with these regulations. Though most 
OEMs and suppliers already have experience with 
these various technologies for diesels, there are still 
variables that remain. Diesel particulate filters and 
selective catalytic reduction modules need to be 
adapted to India’s driving conditions, where low 
speeds make it difficult to reach the high temperatures 
needed to burn off soot in a diesel particulate filter. 
Further, the use of SCR modules would require low-
sulfur fuel. This presents a separate challenge for the 
market, as higher quality fuel must be made available 
in order for these technologies to be effective. 
Ultimately, these various technologies still need to be 
validated over extended periods of time and test 
distances, which require several years and millions of 
kilometers. Thus, the pulling ahead of Bharat Stage VI 
will pose a significant challenge and the efforts to 
achieve this regulation by 2020 are enormous.  

Changing the future 

Recognizing that the solutions to air quality concerns 
involve the entire automotive value chain is essential, 
as India needs a holistic solution to address these 
challenges. Other sectors like construction and energy 

need to contribute to the solution as well. Stringent 
emissions standards for vehicles is one avenue of 
reducing air pollution, particularly as the vehicle parc 
continues to grow. 

Beyond stricter emission standards, numerous related 
possibilities to reduce air pollution are plausible. 
Retrofitting of in-use vehicles with additional exhaust 
after treatments could help directly and immediately 
reduce emissions of not only light-vehicles. A further 
alignment of the diesel and the petrol retail price could 
also contribute, reducing the dieselization of the 
Indian vehicle fleet and thereby decreasing NOx and 
PM emissions. Additionally, parliament could open the 
market for alternative fuels and electric drives through 
subsidies for “green” vehicles. Currently, most 
alternative propulsion options need to be imported, 
subjecting these vehicles to high import duties. 
Reducing these added fees could help encourage 
consumer appetite. These exemplary measures would 
help remove old vehicles from the road while replacing 
them with newer, BS VI-compliant options. Finally, 
while private vehicles are still the most desirable 
transportation option for consumers within the 
market, a wider application of public transportation 
could stem the growing tide of vehicle ownership. 

Outlook 

Though accelerated BS VI standards will pose 
challenges to the auto sector in India, they should not 
impede the ongoing motorization. The Indian market 
is still has potential growth as vehicle penetration per 
capita is still low. Autofacts forecasts a long-term surge 
of light-vehicle production to more than 6.5 million 
units in 2022. Meeting the stated emissions criteria of 
the Bharat Stages will require a balanced consideration 
of pollution and economy. The conversation around air 
quality and emissions in India will remain prevalent, 
and though the best path forward is debatable, it’s 
clear that a combination of measures would be most 
effective.  

To continue this conversation and find additional 
information on PwC’s automotive capabilities, please 
visit pwc.com/auto.
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