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Executive Summary

In April 2025, the United States imposed a 27% reciprocal tariff on Indian exports, citing
trade imbalances and tariff disparities. While this adjustment presents challenges for certain
industries, it also opens new opportunities for India to strengthen its trade resilience, enhance
domestic capabilities, and diversify its global partnerships.

Key sectors such as pharmaceuticals and renewable energy remain unaffected, offering
stable growth avenues. Additionally, India can leverage this shift to boost self-reliance, expand into
alternative markets, and attract new investments. Notably, India's textile exports to the U.S. could
benefit as the tariffs on ASEAN countries are higher than those in India, making Indian textiles more
competitive in the American market.

This white paper explores the evolving trade landscape, its impact on different industries,
and strategic pathways that Indian businesses can adopt to sustain and enhance economic growth.

Introduction

Tariffs are a longstanding mechanism used by governments to regulate trade, protect
domestic industries, and generate revenue. Historically, both the U.S. and India have employed
tariffs as strategic economic tools. While India's average tariff rate has been higher, reflecting its
commitment to nurturing domestic industries, the current adjustments create an opportunity for
recalibrating trade policies to benefit both nations.

India has already taken steps to ease trade restrictions, including reducing tariffs on select
U.S. goods and removing digital service taxes. Moving forward, both nations have an opportunity
to negotiate trade frameworks that promote innovation, fair competition, and sustainable growth.

The U.S. has cited tariff disparities as a primary reason for imposing these new duties. India’s
higher tariff rates and non-tariff barriers, such as stringent certification requirements, have been
highlighted as limiting market access for U.S. goods. Specific disparities include:

e 100% tariff on U.S. motorcycles entering India vs 2.4% tariff on Indian motorcycles

entering the U.S.

e Restrictions on American agricultural products and technology firms limiting their

market access in India.

Despite India's proactive steps, including tariff reductions on key U.S. imports and
adjustments in digital taxation, the U.S. has proceeded with reciprocal tariffs. However, these
developments create an opportunity for India to reassess and optimize its trade policies for long-
term resilience and growth.



Impact on Key Indian Industries
Opportunities in Key Indian Industries While tariff changes impact various industries, they also

serve as a catalyst for new growth and investment.

Gems and Jewellery: With approximately $9 billion in annual exports to the U.S., this sector
remains integral to India's trade economy. The tariffs encourage Indian jewellers to enhance
craftsmanship, explore high-value markets such as Europe and the Middle East, and invest
in branding strategies to establish premium global recognition. India’s long-standing
reputation as a hub for quality jewellery production can be leveraged through greater
market outreach and trade agreements with alternative regions.

Automobile Components and Aluminium: The tariffs create an opportunity for Indian
manufacturers to boost local production capacities and enhance supply chain resilience.
Indian firms can strengthen partnerships with ASEAN and European markets while
expanding investments in electric vehicle components, an area of growing demand
worldwide. Additionally, India's robust aluminium sector can explore new industrial
applications and increase domestic utilization, reducing reliance on exports.

Chemicals and Metal Products: The global demand for specialty chemicals and high-quality
metals remains strong. Indian firms can increase their competitive edge by focusing on
sustainable manufacturing processes, expanding into Middle Eastern and African markets,
and leveraging India’s cost-effective production capabilities to attract new investors. With
India's expertise in specialty chemicals, the sector is well-positioned to gain from long-term
international partnerships.

Pharmaceuticals and Renewable Energy: These sectors remain tariff-exempt, ensuring
continued growth. India is the world's largest supplier of generic medicines and vaccines,
making it a critical partner for the U.S. in healthcare. Additionally, India's leadership in
renewable energy solutions, including solar and wind technologies, aligns with the U.S.'s
sustainability goals. These industries are expected to see increased Foreign Direct
Investment (FDI), strengthening India’s position as a global leader in health and energy
sectors.

Textiles: Unlike ASEAN nations facing higher U.S. tariffs, India has a competitive advantage
in textile exports. This presents an opportunity to expand India's share in the American
market, especially in high-quality apparel and fabric categories. Indian textile manufacturers
should capitalize on this advantage through aggressive market expansion and strategic trade
negotiations.

The Role of the World Trade Organization (WTO)

The WTO plays a crucial role in ensuring fair trade practices and resolving disputes between

nations. India and the U.S. can engage through WTO mechanisms to negotiate tariff adjustments,

address trade imbalances, and establish frameworks that foster mutual economic growth. By

advocating for transparent and fair-trade policies, India can work towards securing a balanced and

equitable trade relationship with the U.S. while upholding its commitments to global trade norms.



Global Trade Implications

The U.S. tariffs on Indian exports are part of a broader shift in American trade policies,
impacting global trade dynamics. Key countries affected include:

China: As a major exporter to the U.S., China faces similar tariff restrictions, intensifying
trade tensions. India’s increased tariffs on U.S. imports could also push U.S. companies
to source more from China, despite existing tensions between the two nations.
European Union (EU): The EU is closely monitoring the U.S.-India tariff situation, as any
shift in supply chains could create opportunities for European manufacturers and
exporters to fill market gaps left by India. Additionally, India may seek stronger trade ties
with the EU to offset U.S. trade restrictions.

ASEAN Countries: Nations such as Vietnam, Thailand and Indonesia may benefit as
alternative suppliers to the U.S. in certain sectors. However, Indian textile exports could
gain an edge over ASEAN counterparts due to lower U.S. tariffs.

Middle Eastern Countries: The Middle East, particularly the UAE and Saudi Arabia, could
see increased trade opportunities with India as both regions seek to strengthen non-
U.S. trade partnerships. India may look to expand energy and infrastructure investments
in these regions.

Mexico and Canada: Under the USMCA agreement, Mexico & Canada enjoy preferential
trade access to the U.S. With higher tariffs on Indian goods, U.S. buyers may opt for
North American alternatives, particularly in industries like automotive parts and metals.

Implications for India-U.S. Trade Relations

The tariffs add complexity to the evolving trade partnership between the U.S. and India.

Some of the key concerns include:

Disruptions in Supply Chains: The sudden imposition of tariffs forces Indian
manufacturers to reconsider their export strategies. Companies may explore alternative
markets, such as Europe, ASEAN nations and the Middle East, to compensate for the loss
of U.S. market share. However, such diversification requires new trade agreements,
logistical planning and marketing efforts, which could take time.

Reduced Investment Prospects: The increased tariffs create uncertainty for Indian
businesses looking to expand into the U.S. market. Investors may hesitate to commit
capital due to the unpredictability of trade policies, affecting job creation and economic
growth in both countries.

Ongoing Trade Negotiations: The Trump administration prioritizes negotiation,
presenting India with an opportunity to engage in diplomatic discussions to mitigate the
impact of these tariffs. Rapid negotiations could help secure trade concessions and
maintain favorable trade dynamics.

Potential Benefits Amidst Challenges

Despite the challenges posed, there are some potential benefits for India:

Strengthening Domestic Production: The increased tariffs may serve as an incentive for
Indian industries to enhance domestic production capabilities. By focusing on local



manufacturing and reducing reliance on imported raw materials, India can improve self-
sufficiency and bolster its economic resilience.

o Market Diversification: The tariff situation may accelerate India’s efforts to reduce
dependence on the U.S. market. Strengthening trade ties with the European Union,
ASEAN and Middle Eastern countries will help India build a more diversified and resilient
export base.

¢ Increased Investment in Key Sectors: Certain industries, such as pharmaceuticals and
renewable energy, remain exempt from tariffs. This stability may encourage increased
Foreign Direct Investment (FDI) from U.S. firms looking for secure trade channels,
particularly in health and energy sectors.

e Boost to India’s Self-Reliance Initiative: The government's 'Make in India' and
‘Atmanirbhar Bharat’ initiatives can gain momentum as industries shift focus toward
enhancing competitiveness in global markets beyond the U.S. By developing new
technologies, improving infrastructure and investing in skill development, India can
position itself as a stronger global player.

IACC’s Role and Continued Engagement

As the leading bilateral chamber committed to promoting Indo-U.S. trade, IACC has been at
the forefront in responding to these developments on behalf of its members. The Chamber has
reached out to both the U.S. Consulate General in Mumbai and senior officials in the Government
of India, including the office of Hon. Dr. S. Jaishankar, Minister of External Affairs, and Hon. Shri
Piyush Goyal, Minister of Commerce and Industry, to raise members’ concerns and seek
constructive engagement.

To provide clarity and guidance, IACC organized a webinar on March 25, 2025, titled “USA’s
Proposed Reciprocal Tariff and Its Effect on India”, featuring expert perspectives and policy
insights. You can view the recording here: https://www.youtube.com/watch?v=sGztWYsRFWU

Further, IACC will be hosting a second edition of this webinar shortly to explore updated
developments, member experiences and strategic responses. We will keep stakeholders closely
updated.

IACC will continue to actively advocate on behalf of its members and facilitate dialogue
between U.S. and Indian policymakers to ensure pragmatic solutions and resilient trade channels.

Conclusion

The imposition of reciprocal tariffs by the U.S. presents both immediate challenges and long-
term strategic opportunities for India. While key industries will face short-term revenue losses,
proactive policy measures, economic diversification and trade negotiations can help mitigate these
impacts. India must focus on strengthening domestic industries, exploring new markets, and
leveraging diplomatic channels to build a sustainable and resilient trade framework. Engaging with
the Trump administration in negotiations will be critical to managing trade tensions and ensuring a
balanced economic relationship.

A collaborative approach fostering mutual economic growth will be critical in reshaping U.S.-
India trade dynamics for a stable and prosperous future.
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