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🎤
INTERVIEW ANGLE

"India got the lower tariff tier partly by tightening its own forced-labour import rules. Is that a
legitimate reform India needed anyway, or a domestic law written to another country's
specification?"

Every fact web-verified against primary sources

THE LIFT LINE

When one legal authority for a tariff is struck down and a second lapses by its own terms, and the tariff

nonetheless survives under a third statute, the tariff was never really about the statute. India has watched the

same additional duty travel from emergency powers to balance-of-payments powers to trade-remedy powers

in under six months. The lesson for New Delhi is not that Washington is capricious but that the destination is

fixed and only the paperwork changes. A trade strategy built on winning one negotiation with one partner is

therefore a strategy with a single point of failure.

WHY THIS EDITORIAL MATTERS FOR YOUR EXAM

Trade-law questions look technical, but UPSC asks them as questions about sovereignty, institutional decay

and economic resilience. This editorial supplies all three in one dated, verifiable case.

GS Paper 2: effect of the policies and politics of developed countries on India’s interests; important

international institutions, their structure and mandate, specifically the World Trade Organization

(WTO); bilateral, regional and global agreements involving India.

GS Paper 3: effects of liberalisation on the economy; changes in industrial policy and their effects on

industrial growth; the mobilisation of resources; export competitiveness and the management of external-

sector vulnerability.

For Prelims, learn to separate the American statutes, because they are routinely confused and are examinable

precisely for that reason.
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STATUTE PARENT ACT GROUND LIMITS
APPLIED TO
INDIA AS

Section

232

Trade Expansion

Act, 1962

National security, following a

Commerce Department

investigation

No fixed time limit Duties on steel,

aluminium and

auto parts

Section

122

Trade Act, 1974 A serious United States

balance-of-payments deficit

Up to 15 per cent ad

valorem, maximum

150 days without

Congressional action

The 10 per cent

surcharge of

February to July

2026

Section

301

Trade Act, 1974 Foreign acts, policies or

practices that are

unjustifiable, unreasonable

or discriminatory and

burden United States

commerce

Requires a completed

USTR investigation;

no fixed duration

The 10 per cent

duty effective 24

July 2026

IEEPA International

Emergency

Economic Powers

Act, 1977

Declared national emergency Held in February 2026

not to authorise tariffs

at all

Struck down

Fix also Most Favoured Nation (MFN) treatment under Article I of the General Agreement on

Tariffs and Trade (GATT), which requires a member to extend to all members any trade advantage

granted to one, and note that the Section 301 duty sits on top of the MFN rate rather than replacing it.

BACKGROUND AND CONTEXT

The past six months are best learnt as a single chain, because the chain is the argument.
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DATE DEVELOPMENT

20 February

2026

The United States Supreme Court holds, 6-3, that the International Emergency Economic

Powers Act (IEEPA) does not authorise the President to impose tariffs, invalidating the

reciprocal-tariff regime

20 February

2026

On the same day, Proclamation 11012 invokes Section 122, imposing a 10 per cent surcharge

on the vast majority of imports from all countries, effective 24 February 2026

11 March

2026

USTR initiates Section 301 investigations into structural excess capacity in manufacturing

across 16 economies, including India

March 2026 USTR opens a parallel Section 301 track into 60 economies over the failure to impose and

enforce prohibitions on the importation of goods produced with forced labour

5 May 2026

onward

Public hearings in the Section 301 investigations

7 May 2026 The United States Court of International Trade (CIT) holds Proclamation 11012 invalid,

because the proclamation did not identify the type of balance-of-payments deficit the statute

requires; the ruling is appealed

23 July 2026 USTR announces final measures in the forced-labour Section 301 investigations, with duties

ranging from 10 to 12.5 per cent

24 July 2026 The Section 122 surcharge reaches its 150-day statutory limit and lapses; the Section 301 duties

take effect the same day

Two features of this chain matter more than the headline rate. First, the substitution was seamless: the

surcharge expired and the Section 301 duty commenced on the identical date, so Indian exporters experienced

no window of relief. Second, the excess-capacity investigation remains open. It covers aluminium,

automobiles, batteries, cement, chemicals, electronics, energy goods, glass, machine tools, machinery, non-

ferrous metals, paper, plastics, processed food and beverages, robotics, satellites, semiconductors, ships, solar

modules, steel and transportation equipment. That is the tail risk sitting behind today’s number, and it

reaches sectors the forced-labour action largely spared.

THE CORE ARGUMENT / ISSUE

India was placed in the second-most favourable of four tiers, facing a flat 10 per cent duty over the

applicable MFN rate, against the 12.5 per cent applied to China and Vietnam in the least favourable tier.

Only the European Union and Taiwan were placed more favourably; India shares its tier with 16 other

economies.

What India actually got
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USTR had initially proposed 12.5 per cent for India in March 2026. The reduction followed the public

hearings and India’s amendment of its Foreign Trade Policy to curb imports linked to forced labour. Under

the design of the action, the lower rate applies to economies that already maintain a forced-labour import

prohibition, have committed to introducing one through a trade agreement, or have adopted partial measures.

India qualified through the third route and, by amending its own trade policy, moved itself down a tier.

Coverage matters as much as the rate. Figures released by the Ministry of Commerce and Industry on

25 July 2026 put roughly 45 per cent of India’s exports to the United States outside the new duty,

the exclusions covering generic pharmaceuticals, smartphones, and goods already subject to Section 232

duties on steel, aluminium and auto parts. Those exempt categories are precisely where India’s export growth

has been concentrated: pharmaceutical and electronics exports reached about 36.6 billion US dollars in

2025-26, a rise of 24.5 per cent, and accounted for the growth in the basket.

The United States remains India’s largest export destination, and India runs a merchandise trade surplus

with it, which is both the source of India’s exposure and the source of its negotiating interest. Talks on a

bilateral trade agreement (BTA) continue, led on the Indian side by Commerce and Industry Minister

Piyush Goyal and on the American side by United States Trade Representative Jamieson Greer, covering

market access, digital trade, supply-chain resilience and non-tariff barriers.

READING THE OPTIMISTIC CASE THE SOBER CASE

Rate 10 per cent, below China’s and

Vietnam’s 12.5

Still 10 points on top of MFN, into India’s largest export

market

Coverage About 45 per cent of exports

exempt

The other 55 per cent is labour-intensive: textiles, gems and

jewellery, shrimp and marine products, leather, engineering

goods

Relative

position

India better placed than most

competitors

The European Union and Taiwan are better placed than

India, and they compete in overlapping segments

Durability Section 301 has survived judicial

review where IEEPA did not

The excess-capacity probe is open and could add a second

layer on different sectors

Route to relief The bilateral trade agreement is

reportedly near completion

Two prior tariff authorities collapsed and the tariff did not

Legal remedy India can litigate at the WTO The appellate stage no longer functions, so a favourable panel

report cannot be enforced

Why the relief is narrower than it looks

UPSC & STATE PCS CURRENT AFFAIRS ujiyari.com ↗

The Third Statute: Section 301 and the Limits of Negotiating With One Partner 5 / 10

https://ujiyari.com/vocab/resilience/
https://ujiyari.com/terms/judicial-review/
https://ujiyari.com/terms/judicial-review/
https://ujiyari.com/


The deeper problem is not the rate; it is that the system which used to convert a legal grievance into a remedy

no longer completes its own sentences. Under a functioning multilateral order, a unilateral duty imposed

above bound MFN rates would be challenged before a panel, adjudicated, appealed, and, if upheld against the

imposing state, met with authorised retaliation calibrated to the injury. Every link in that sequence except the

last is still notionally available; the last one is not.

The WTO Appellate Body lost its quorum on 11 December 2019, when the terms of its remaining

members expired and the United States continued to block appointments, a blockade that remains in place.

The consequence is the practice of appealing “into the void”: a member that loses before a panel simply files an

appeal to a body that cannot hear it, and the report never becomes binding. The Multi-Party Interim

Appeal Arbitration Arrangement (MPIA), agreed in March 2020 under Article 25 of the Dispute

Settlement Understanding and endorsed by more than fifty members, was designed as a workaround, but

it binds only its participants, has resolved very few disputes, and India has not joined it. Litigation, in

short, is not a realistic remedy for India in this instance, and a strategy that assumes otherwise is planning for

a world that ended in 2019.

There is a serious case that India is over-reacting. India secured a better tier than its principal competitors,

kept its highest-growth export categories exempt, and did so partly through a domestic reform, tightening

forced-labour import controls, that is defensible on its own merits and consistent with commitments India has

made elsewhere. On this reading the United States remains India’s largest export destination and a partner

running a merchandise trade deficit with India, the duty is survivable, and the rational response is to close the

bilateral trade agreement quickly rather than to diversify expensively into markets that will not replace

American demand.

The reply is about risk, not resentment. The last two tariff authorities were struck down or expired, and Indian

exporters gained nothing durable from either outcome, because a third authority was ready each time. A

negotiation concluded today can be reopened by a new statute tomorrow, precisely because the constraint that

would ordinarily hold a partner to its bargain, an enforceable multilateral ruling, has been removed.

Diversification is not a substitute for the bilateral trade agreement; it is the insurance policy that makes

signing one less dangerous, because it lowers the cost to India of the next reopening.

HOW TO THINK ABOUT THIS (ANALYTICAL FRAME)

Use the Authority, Coverage, Enforcement (ACE) test on any external trade shock.

The institutional point beneath the tariff

The counter-argument, stated honestly

Authority. Which domestic statute of the imposing country is being used, and how contestable is it

in that country’s own courts? IEEPA proved fragile because it never mentioned tariffs; Section 122

was time-limited and defectively invoked; Section 301 is procedurally robust because it rests on a

1
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THE DIAGRAM IN WORDS

Picture India’s export basket as a wide funnel narrowing into a single pipe pointed at the United States. Across

that pipe lie three successive valves, each labelled with a statute. The first valve, IEEPA, was removed by the

Supreme Court in February 2026. The second, Section 122, was screwed shut in the same breath and then

unscrewed itself by expiry on 24 July 2026, having already been declared defective by the Court of

International Trade in May. The third valve, Section 301, closed to 10 per cent on the very day the second

opened, and unlike the first two it is bolted to a completed investigation rather than to an emergency

declaration, which is why it will not fall off. Below the pipe hangs a bypass channel through which about 45

per cent of the flow, pharmaceuticals and smartphones, passes untouched. Behind the wall stands a fourth

valve, not yet fitted, labelled excess capacity, with a wrench beside it. To the left of the drawing, two new pipes

are being connected: one to the United Kingdom, already open since 15 July 2026, and one to the European

Union, built but not yet switched on. The picture’s argument is visual: the funnel is wide, the pipes are few,

and the valve that matters is controlled from the other end.

WAY FORWARD

completed investigation with hearings and a published determination. Robust authority means the

measure will persist, and persistence, not severity, should drive the policy response.

Coverage. What share of exposed exports is actually hit, and how labour-intensive is that share? A

10 per cent duty on 55 per cent of shipments concentrated in textiles, gems and jewellery, shrimp

and leather is a jobs question long before it is a growth question, and the political economy of the

response should follow the employment, not the value.

2

Enforcement. Is there a forum that can compel reversal? Where the answer is no, the only real

remedies are market diversification, cost competitiveness and negotiating leverage. Policy effort

should follow the remedy that exists, not the one that used to.

3

Close the bilateral trade agreement, but price the risk. Conclude the first tranche with the

United States on terms India can defend on agriculture and dairy, while building in review and

consultation clauses that acknowledge Washington’s demonstrated ability to re-impose duties under

a fresh statute.

1

Use the agreements India already has. The India-United Kingdom Comprehensive

Economic and Trade Agreement (CETA), signed in London on 24 July 2025, entered into

force on 15 July 2026, and the India-European Union agreement signed on 27 January

2026 awaits ratification by the Council of the European Union and consent of the European

Parliament. Utilisation, not signature, is where value is realised, which means exporter awareness,

rules-of-origin compliance, certification capacity and testing infrastructure.

2
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PYQ LINKAGE AND PRACTICE

UPSC has repeatedly examined the WTO’s dispute-settlement crisis, the implications of protectionism and

rising unilateralism for developing economies, the merits of bilateral and regional trade agreements against

multilateralism, and India’s export competitiveness. This episode gives candidates a single, dated, verifiable

sequence with which to illustrate all four, and the rare pleasure of an example where the institutional failure

and the commercial consequence can be shown as cause and effect rather than asserted.

Practice question: “The paralysis of the WTO’s Appellate Body has converted trade policy from a legal

question into a bargaining question.” In the light of recent unilateral tariff actions affecting Indian exports,

examine the options available to India and suggest a strategy that balances negotiation with diversification.

(250 words, 15 marks)

Interview angle: India got the lower tariff tier partly by tightening its own forced-labour import rules. Is

that a legitimate reform India needed anyway, or a domestic law written to another country’s specification?

Sources: Business Standard, Ministry of Commerce and Industry, World Trade Organization, Office of the

United States Trade Representative

Source: The Third Statute: Section 301 and the Limits of Negotiating With One Partner — Ujiyari.com | Free UPSC

& State PCS Editorial Analysis

📰 RELATED DAILY ARTICLES

Defend the labour-intensive 55 per cent. Textiles, gems and jewellery, marine products and

leather absorb the duty and employ the most people. Targeted measures on working-capital credit,

logistics cost, port turnaround and duty-drawback timing will do more for these sectors than any

diplomatic protest.

3

Fix competitiveness, not just market access. A 10 per cent duty is survivable for an exporter

whose logistics, power, credit and compliance costs are competitive, and fatal for one whose costs

are not. Trade facilitation and factor-market reform are the durable answer to tariff risk, because

they work whoever imposes the next tariff.

4

Rebuild the multilateral case with allies. India should work with like-minded members on

Appellate Body restoration, and should reconsider its distance from interim appellate arrangements,

because a rules-based system with an enforceable last rung is worth far more to a mid-sized exporter

than to a superpower that can achieve its aims unilaterally.

5

Prepare for the second shoe. The excess-capacity Section 301 investigation is still open and

reaches steel, chemicals, solar modules, electronics, semiconductors and transport equipment.

Sectoral impact assessments, tariff-line mapping and industry consultations should be ready before

a determination lands, not after.

6
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