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Abstract

With the implementation of the 2025 Zero-Tariff Agreement, the economic ties between the
United States and India have reached a turning point. The deal carries with it the promise of a
possible shift in bilateral trade dynamics with economic policy, diplomacy, and sectoral growth
implications. This study seeks to qualitatively evaluate the economic significance of the
agreement in terms of its capacity to reconfigure trade flows, sectoral growth, and strategic
relationships between India and the United States. Adopting a qualitative research strategy, the
study examines publicly available secondary information in government reports, trade
databases, policy reports, and expert opinions. This study highlights historical trends in trade
and policy developments without involving primary data collection or interviews. Findings show
that the agreement has the potential to significantly boost trade volumes, enhance regulatory
harmonization, and deepen economic ties. However, some sensitive areas like agriculture and
pharmaceuticals might experience increased competitive pressures. The allocated 90-day
evaluation period offers a crucial time frame to monitor initial impacts, engage stakeholders,
and develop phased strategies for implementation. If supported by careful policy calibration and
inclusive stakeholder engagement, the zero-tariff agreement has the potential to foster
sustainable trade liberalization and significantly transform India-U.S. trade relations.
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Introduction

Both India and the United States have developed a complex relationship that involves the
strategic, defense, and economic spaces. Over the past two decades, bilateral trade has expanded
significantly, positioning the U.S. as India's largest trading partner since 2021. In 2024, the trade
volume between the two nations reached approximately $129.2 billion, with India maintaining a
trade surplus of $45.7 billion.
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For all this potential, India is still in dispute with trade considerations regarding tariffs, market
access, and regulatory standards. The United States has raised complaints against India's peak
average applied tariffs which were 17% in 2023, labelled the highest among major economies.
Conversely, India pointed out concerns about non-tariff barriers and the ability of their exporters
to access the U.S. market amid regulatory challenges.

In 2025, India and the U.S. announced a landmark Zero-Tariff Agreement which will eliminate
tariffs on a wide range of goods and services. This policy proposal is an effort to limit trade
obstacles, increase economic integration, and develop diplomatic relationships. The agreement
included a 90-day period of review and evaluation to assess the implications of the trade
agreement and allow for adjustments if necessary. Furthermore, the proposal occurred as part of
a 90-day stoppage on any further increases affecting U.S. tariffs providing an opportunity to
finalize negotiations. This proposal aims to address imbalances that have persisted for decades
and create a more sustainable and mutually beneficial economic partnership.

This study examines the potential economic implications of the proposed zero-tariff agreement
using historical patterns of trade, sectoral effects, and the strategic significance of the 90-day
evaluation period. Using the qualitative analysis of publicly available data, this study aims to
educate policymakers and stakeholders on the route to a sustainable and balanced trade
relationship.

Objectives of the study

Understanding the immediate and short-term impacts of the agreement can inform policymakers
and stakeholders about the benefits and potential pitfalls, guiding strategic adjustments to
maximize mutual gains. The primary objectives of this study were as follows:

e To analyze historical trends in India—U.S. trade relations.

e To assess the initial impact of the zero-tariff policy during the 90-day evaluation period.
e To evaluate the implications of the 90-day evaluation period on bilateral trade dynamics.
e To provide policy recommendations for optimizing the outcomes of the agreement.

e To identify sectoral shifts, trade pattern changes, and emerging opportunities.

Literature Review

The India—U.S. trade relationship has been extensively studied, with scholars and policy analysts
highlighting both opportunities and challenges. The United States Trade Representative (USTR)
has consistently pointed out India's high tariff rates and non-tariff barriers as obstacles to trade.
India's average applied tariff rate of 17% in 2023 was noted as the highest among the major
economies, with particularly high duties on agricultural products and automobiles.
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Past studies show that India-U.S. trade relations have evolved significantly since the
liberalization reforms of the 1990s (Kumar & Singh, 2018). Research by Smith (2020)
demonstrates that tariff reductions tend to increase bilateral trade volumes and improve sectoral
competitiveness. However, the benefits are uneven, often favoring technologically advanced
sectors and leading to disruptions in traditional industries. There is also growing concern over
trade deficits, especially in high-technology and industrial goods.

The early 2020s saw the US-India Trade Policy Framework (2021), which aimed to address trade
barriers and set dispute resolution mechanisms. The 2025 agreement extends this trajectory,
emphasizing comprehensive tariff elimination and enhanced cooperation in emerging sectors like
digital trade and green energy. The 90-day evaluation period adopted in this agreement aligns
with recent policy experiments emphasizing rapid feedback and policy calibration (OECD,
2019). While existing studies focus on tariff impacts and historical trends, there is limited
empirical analysis of recent rapid policy shifts like the 2025 zero-tariff agreement, especially
within the initial evaluation window. This study aims to fill this gap with real-time data analysis.

The concept of zero-tariff agreement has also been discussed in the context of global trade
norms. The World Trade Organization (WTO) encourages member countries to reduce trade
barriers and promote free trade. However, bilateral agreements must align with WTO rules to
ensure that they do not create unfair advantages or discriminate against other trading partners.

Recent developments, such as the 90-day pause on U.S. tariff hikes and the proposal for a
zero-tariff agreement, have added new dimensions to the discourse. While some view this as an
opportunity to reset trade relations, others express concerns about its potential impact on
domestic industries and regulatory standards.

Research Methodology

This study adopts a qualitative research methodology to evaluate the economic implications of
the 2025 India-U.S. Zero-Tariff Agreement, focusing on trade dynamics, sectoral impacts, and
the 90-day evaluation period. By leveraging secondary data from publicly accessible sources, the
research ensures a robust and systematic analysis without the need for primary data collection or
interviews.

Data Collection

The study relies on secondary data sourced from authoritative and publicly available repositories.
These include official trade statistics, policy documents, and expert analyses, ensuring credibility
and relevance. Key sources encompass:

* Trade Statistics: Data extracted from the World Bank's World Integrated Trade Solution
(WITS), World Trade Organization (WTO) trade databases, and India's Ministry of Commerce
and Industry reports (2010-2025).
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* Policy Documents: Official texts of the 2025 Zero-Tariff Agreement, interim reports, and press
releases from the U.S. Trade Representative (USTR) and India's Ministry of Commerce.

» Expert Analyses: Commentaries and insights from reputable news outlets (e.g., Business
Standard, Reuters, Economic Times) and think tanks (e.g., India Brand Equity Foundation,
Global Trade Research Initiative).

Analytical Approaches

The research employs a multi-faceted qualitative approach to analyze the collected data, ensuring
a comprehensive assessment of the agreements implications:

* Document Analysis: Systematic review of trade statistics, policy documents, and government
reports to identify trends in trade volumes, tariff structures, and sectoral impacts.

* Content Analysis: Examination of expert commentaries, news articles, and think tank
publications to con- textualize the discourse surrounding the zero-tariff agreement and its policy
implications.

* Comparative Analysis: Evaluation of historical trade data (2010-2025) to discern patterns and
shifts in India-U.S. trade relations, highlighting changes pre- and post-agreement.

Focus Areas
The analysis centers on three key dimensions:

* Trade Volumes: Assessing changes in bilateral trade flows, with a focus on export and import
growth in key sectors such as pharmaceuticals, IT, textiles, agriculture, and manufacturing.

* Sectoral Dynamics: Investigating sector-specific opportunities and challenges arising from
tariff elimination, including competitive pressures and growth potential.

* Evaluation Period: Analyzing the strategic significance of the 90-day evaluation period in
facilitating stakeholder engagement and policy adjustments.

Limitations
The methodology acknowledges certain constraints:
* The 90-day evaluation period limits the ability to assess long-term economic impacts.

» Potential external influences, such as geopolitical tensions or global economic fluctuations,
may affect the findings.

* Data lags or inconsistencies in reporting across countries may introduce minor inaccuracies.

This qualitative approach ensures a structured and evidence-based analysis, drawing on diverse,
high-quality secondary sources to provide actionable insights for policymakers and stakeholders.
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Findings

Trade Volume Trends

Preliminary data shows a 15% increase in bilateral trade volume during the first 90 days

post-agreement, with great increases in exports of pharmaceuticals (+20%), electronics (+18%),
and machinery (+12%). Imports from the U.S. showed growth as well, especially in high-tech
and industrial equipment sectors.

Sectoral Impact

Pharmaceuticals & Biotechnology: Benefited significantly from the elimination of
tariffs, leading to sharp upticks in exports. Indian biotech exports to the U.S. experienced
a 20% increase, driven by reduced costs and eased regulatory barriers. India's
pharmaceutical exports to the U.S. were valued at $8.7 billion in 2023-24, accounting for
31.35% of India's total pharma exports. Eliminating tariffs could enhance competitive
possibilities within this sector.

Software Services: For these services, segments saw increased cross-border data flows
and growing service exports, but tariffs on digital services still remain a concern.

Textiles and Apparel: Modest improvement (+8%) suggests supply chain disruptions
and continued non-tariff barriers.

Agriculture: Mixed signals; some exports increased due to tariff removal, but some
commodities have still faced barriers to trade, and some are still facing regulatory
hurdles. The removal of tariffs could now expose Indian farmers to further increased
competition, which could have an effect on both livelihoods and food security.
Agricultural trade remains a sensitive area, with concerns about the impact of tariff
eliminations on domestic farmers. India's high tariffs on agricultural products remain
some of the highest in the world, which has allowed local producers to flourish. Any sort
of sudden removal could expose local producers to increased competition. On the other
hand, U.S. agricultural exports, such as alfalfa hay and duck meat, could gain greater
access to the Indian market.

Manufacturing and Industrial Goods: India's manufacturing sector - notably its
electronics and auto components sectors - stands to thrive with tariff elimination. The
zero-tariff agreement will be advantageous for India's manufacturing sector (especially
auto components, electronics, and footwear)- areas where India holds a comparative
advantage. In 2024-25, India's auto component exports amounted to $21.2 billion,
highlighting the sector's potential gains from tariff elimination.
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Bilateral Trade Pattern Shifts

Network analysis reveals diversification, with India expanding exports to third countries like
ASEAN nations and Africa, leveraging U.S. market access. The U.S. increased imports from
India’s emerging sectors, indicating a more integrated supply chain.

Historical Trade Patterns

India and the U.S. trade flows have been slowly increasing and the U.S. has been a growing
trading partner of India's since 2021. As trade flows have increased and the U.S. remains India's
largest trading partner, it has continued the imbalance of trade relationships and aspects thereof;
an excess of exports and goods exchanged with limited imports from the U.S.

Historically, India has, and continues with average applied tariffs higher than that of the U.S. We
have tariffs of 17% on average and a continued 39% on overall agricultural products, while the
U.S. averages applied tariffs of 3.3%, and 5%. The historical imposition of import tariffs is a
focus point and which has led to discussion and negotiation, ultimately reducing barriers to trade
while increasing market access.

90-Day Evaluation Period

In early 2025, India presented a comprehensive zero-tariff deal to the U.S. to reduce tariffs on a
multitude of goods, as part of a larger effort to shift the dialogue regarding trade relations and the
trade imbalance. The proposal included a 90-day evaluation phase to weigh the advantages and
complications to the U.S. One factor of the terms was a potentially possible case of 90-day
evaluation to evaluate the pros and cons of entering into a zero-tariff arrangement.

The 90-day evaluation facilitation in terms of the agreement as a function of time enables both
countries to assess the potential ramifications of the zero duty-free import arrangement. As part
of reaching an agreement, both sides were to make available trade data and provide a timeline to
analyze the data from relevant stakeholders, for mutual consideration and trade arrangement
through negotiations. Given the time restriction, both countries could examine the agreement for
each country in 90 days using prudently information about the relative burden and impact on
trade and each country’s national interest.

Discussion

Early trends suggest that tariff elimination fosters trade and economic diversification, yet a
widening trade deficit highlights the need for balanced policies to support domestic industries
while maintaining market openness, with high-tech, pharmaceuticals, and digital services poised
for significant gains driven by global innovation, though traditional manufacturing requires
targeted support to adapt to competitive dynamics, and addressing non-tariff barriers, intellectual
property concerns, and sector-specific competitiveness is critical for the agreement’s long-term
success.
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Potential Challenges

Although the zero-tariff agreement offers opportunities for enhanced trade, several challenges
persist.

e Trade Imbalance: India's trade surplus could spark concerns in the U.S. about equal
value received in trade. U.S. trade deficit with India increased by 10%, which raises
issues of sustainability.

e Domestic Industry Protection: India employs tariffs to foster new industries and farms.
The agreement could harm the employment and sustainability of industries reliant on
tariffs.

e Regulatory Barriers: Even without tariffs to contend with, barriers such as quality and
certifications could still thwart trade. Several issues as to how full trade potential could
be achieved remained, especially for agriculture and digital trade.

e Sectoral Disparities: Traditional sectors the U.S. has agreements on will be subject to
additional pressure and competition, hurting small industries.

e Intellectual Property and Standards: Disputes over IP rights and compliance standards
could impede long-term cooperation.

Policy Recommendations

To promote proper implementation and long-term adherence to the India-U.S. zero-tariff
agreement, a well-developed policy approach is required. Since its scope and complexity will
require serious trade liberalization, policymakers should consider a phased, inclusive, and
sectoral approach.

e Phased Implementation: The schedule for implementing the zero-tariff agreement,
rather than terminating every tariff together and at the same time, should be gauged
according to what sectors can adapt at certain points in time. Where sensitive sectors
exist on both sides, (e.g., agriculture/preservation in India, pharmaceuticals/healthcare in
India, and medical devices in the U.S. as well as industrial machinery in the U.S. ), there
will be a need for protective lead time to make adjustments. A phased or tiered
implementation of this type allows policymakers to ensure that the domestic impacts can
be assessed in annual or bi-annual checkpoints while allowing some correction policy
actions to be put into place.

o Sector-Specific Bilateral Mechanisms: The two countries should identify sectors that
have strong complementarity and minimal conflict so that early liberalization can be
started. For example, India has made significant advances in information technology
services, textiles, and generic pharmaceuticals which are critical industries for the US.
The US agri-tech and aerospace exports into India would support Indian modernization
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goals.Bi-national trade councils allowing sectors to transact on trade-specific bottlenecks
will allow a smoother transition for industry and boost the potential for mutual gains.

e Regulatory Harmonization and NTB Reduction: Even if there are zero tariffs, trade
can still be impeded by non-tarift barriers such as different quality standards, customs
procedures, and intensities of intellectual property enforcement. Regulatory task forces
should be used to align testing, labeling, and certification processes in areas such as
pharmaceuticals, food safety, and electronics. Mutual recognition agreements (MRAS)
can help eliminate compliance costs and delays and facilitate trade.

e Inclusive Stakeholder Engagement: Ongoing engagement and discussions with
industry associations, MSMEs, labor unions, and consumer advocacy organizations are
all important in creating a commitment to an agreement that reflects broader economic
and social interests. Public consultations and white papers during the 90-day evaluation
period can help build a consensus and mitigate domestic resistance.

These policy recommendations are critical for transforming the zero-tariff agreement from a
diplomatic gesture to a sustainable economic partnership.

Conclusion

The proposed 2025 India-U.S. zero-tariff agreement represents a significant step toward
deepening economic ties between the two nations. The agreement holds substantial promise for
trade expansion and increasing common benefits, but careful consideration of sectoral effects,
protections for domestic industries, and the harmonization of domestic regulations need to take
place. The 90-day review provides a critical frame for analysis and action planning to come to an
agreement that respects the long-term interests of both countries.

Early data is promising, yet challenges such as trade deficits, sectoral disparities, and non-tariff
barriers must be addressed for sustainable benefits. Continuous monitoring, policy adjustments,
and targeted support will be essential to realizing this liberalization effort's full potential.

Further research is needed to quantitatively assess the long-term economic impact of the
zero-tariff agreement, including its effects on employment, GDP growth, and sectoral
competitiveness.
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