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🎤
INTERVIEW ANGLE

"The US tariff shock is both a threat and an opportunity for India — how should India use the
bilateral trade negotiation window to structure a deal that protects its core interests while
deepening strategic partnership with Washington?"

🗞️  WHY IN NEWS

The Trump administration imposed 27% reciprocal tariffs on Indian goods on April 2, 2026 as part of its global

“Liberation Day” tariff action. India is in active bilateral trade discussions with the US, with Commerce Minister

Piyush Goyal scheduled to visit Washington in April-May 2026.

THE EDITORIAL ARGUMENT

The US tariff shock of April 2, 2026 has rattled Indian industry — but it is also the most powerful forcing

function for a comprehensive India-US bilateral trade agreement since the two countries began discussing one

in 2019. New Delhi must approach these negotiations with strategic clarity: offer enough to get tariff relief

without compromising India’s core interests in agriculture, services, and digital governance.

THE BILATERAL TRADE ARCHITECTURE

India-US bilateral goods trade is approximately $130 billion annually (FY 2025). India runs a goods trade

surplus of ~$45 billion — the primary driver of the 27% tariff rate under Trump’s formula. However:

This investment and procurement relationship gives India a credible negotiating position beyond just tariffs.

India imports ~$20 billion in US energy (LNG, crude) annually

India buys significant US defence equipment under the Foreign Military Sales (FMS) programme

US companies (Apple suppliers, Amazon, Google, Walmart/Flipkart) have major India investment

stakes
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THE US ASK LIST

American trade negotiators will seek:

INDIA’S NEGOTIATING TOOLKIT

India has committed to significantly increasing US LNG purchases. This directly reduces the US goods trade

deficit calculation — more US exports to India mean a smaller “tariff-triggering” surplus for India. LNG is

politically popular in the US (supports domestic energy industry) and strategically valuable for India (reducing

dependence on Russia and Gulf).

India is the world’s largest arms importer. Channelling a larger share of procurement to US companies (under

iCET — initiative on Critical and Emerging Technologies framework) provides bilateral trade balance and

strategic cement.

The US runs a services surplus with India of $20+ billion (IT, BPO, financial services). Any bilateral trade

accounting that ignores services disadvantages India. India should insist on comprehensive trade accounting

(goods + services) and seek a framework that recognises India’s services competitiveness as a legitimate

comparative advantage.

H-1B visa backlogs, lottery-based uncertainty, and spouse work permit (H-4 EAD) restrictions have been a

consistent pain point for India’s IT sector. A BTA could include a dedicated professional mobility chapter — not

a free movement commitment, but a more predictable high-skilled worker pathway.

Agricultural market access: Reduced tariffs on US almonds, apples, dairy (India’s current tariffs:

almonds 100%, dairy products 30-60%)

1

Medical devices: Price controls under NPPA have been a longstanding irritant2

Digital trade: Data localisation requirements (India’s DPDP Act, RBI’s payment data norms) limit

US tech companies

3

IP protections: Compulsory licensing, patent linkage for pharmaceutical products4

Government procurement: Access to India’s public procurement market (currently restricted by

GeM sourcing preferences)

5

Offer Energy Imports

Offer Defence Procurement

Demand Services Reciprocity

Push for Visa Commitments
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THE RED LINES INDIA MUST HOLD

UPSC RELEVANCE

Reciprocal tariffs, bilateral trade agreement, trade deficit, iCET, LNG imports, DPDP Act, TRIPS flexibilities, H-

1B visas

📌  KEY FACTS

Agricultural tariffs: Any reduction must be gradual, with QRs (Quantitative Restrictions)

maintained for dairy and sensitive crops

Data localisation: India’s Digital Personal Data Protection Act and RBI’s payment localisation

norms are non-negotiable for data sovereignty

Compulsory licensing: Giving up TRIPS flexibilities would cripple India’s generic pharma

industry’s ability to supply affordable medicines globally

GS Paper 2 — IR

India-US bilateral trade relations; iCET framework

WTO framework and bilateral FTAs

US trade policy under Trump and India’s strategic response

GS Paper 3 — Economy

India’s trade surplus with US; export composition

India’s energy import strategy (LNG from US as trade balancer)

PLI schemes and US investment in Indian manufacturing

Mains Keywords

US tariffs on India (Liberation Day): 27% on goods (April 2, 2026)

India-US goods trade: ~$130 billion; India surplus: ~$45 billion

India imports from US: LNG (~$20 billion), defence equipment (FMS)

iCET: Initiative on Critical and Emerging Technologies (India-US framework, 2022)

Indian IT exports to US: ~$60 billion (services, not covered by goods tariffs)

DPDP Act: Digital Personal Data Protection Act (India, 2023)
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