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nFebruary 4, the US Air
A forceshotdownaballoon
¥ claimingittobea Chinese
spyingdevice, This
incident has complicated
analreadystrained US-China :
 relationship. Also, several factors have
tested their trade relationshipin recent
years,and theseinclude disagreements
over trade imbalances, intellectual
pro theft, and technology transfer.
In2018, the US imposed tariffson
Chinése importstoreduce itstrade
deficit with Chinaand addressconcerns
overintellectual property theft. China
responded with tariffs of its own, leading
- totheongoingtradé dispute. The :
Russia-Ukraine war hias made matters
- worse, with developed nations raising -
. the'oldindustrial policy playbook. !
For decadesafter the Reagan-Thatcher
revolutionandtheemergenceofthe
. Washington Consensusinthe 1980s, -

~ economic orthodoxywas opposedto
policies that itplied “picking winriers”
rather than letting the market decide.
However, in their efforts toreshape the
~isting global supply chains, the US has
- *passed two crticiallegislation—the © |
'Chipsand SciencesActand the Inflation
- Reduction Act,withabudgetoutlayof - i
~$280billionand $370billion, * - -
respectively. ' o
' Whilethe Chipsand Sciences Act aims
tobuild adomestic semiconductor
industryand pushforward America’s
- scientificsupremacyover China, the
InﬂaﬁOnReductionAct:aims”atreducing
healthcare costs and encouragirigclean
and gréenenergytransmissioninabig -

Wa%rheséaredireaatterppysw;theﬂﬁfo :
decoupleitseconomyfromthe’ " -
dependence on Chinese supply chains, *
Indeed, Indiaisalsofollowingthispath
through schemes like Production Linked

" Incentives (PLI). Thisprovidesawindow

- ofoppomnﬁtyfqrmaiatdentegmto -
emergingsupply chains. Both Indiaand
the USare workingtogethér on thisfront -
through increasing number of state visits
bysenior leaders from both countries.

Even though India-UStrade relations
havestrengthened post-liberalisation -
(the USisthe largestimportpartner of
India), manyissues have stopped them
fromhavingafull-fledgedtrade
agreemént.Whilebothna.t_iqnsare-

" cautiousabout their currert ™~

over-reliance on Chinese imports (both

have substantial trade deficits with

China), theyhave divergentviewson

agriculture,]abourstandards,climate,

and human rightsissues. Théseare -
reflectedin the curren eific

Econoric Framework for Prosperity

(IPEF), which tries tobuild regional

codperaﬁononﬂ'ade,'st}pplj‘éhai"ns,

cleanenergy (de

~ Supplychainsaridcleanenergyin .+
particularare promisingareasgiven the
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recent policiesannouncedinboth
courtriesinareas suchasgreen
hydrogen, whereinone canthink of so

many complementarities that canhelp
* buildresilient global value chainswith - -

these two countries as major nodes. India
has not participated in the trade channel
ofthisframework, . ~* |
Hence,alotof groundworkmustbe -
done tobuild India-US trade relations. As
afirststep, both nations could workon
the following: (a) reinstatement of India

inthe Generalised System of Preferences -

(GSP); (b) start negotiating on services -
trade ouitside the framework of :
comprehensive free tradenegotiations;
and (c) startatleast an intellectual-level
exchange ofideason labourand
environmental standards, ‘

The GSPwasestablished by the US to
provide preferential treatment to certain
importsffom developing countries.
Under this programme, eligible products
from developing countries, including *
India; were exempt fromtariffswhen .
importedinto the US. This made Indian
exports to the US more competitive and
helpedincrease trade between the two

" cotmtries. Indiawas, in fact, the largest

Réinstating Tiidia into” -

the Generalised System of
Preferences programme
will be a good way to
enhance bi-lateral ties.

 forward India’s fintech innovati

b

beneficiaryofthe GSPsystem.. =~ -
~ In2018, 6.8 billion worth of exports
from India—nearly 10 per cent of the
country’s exports, that is —benefited
from GSPrules. Unfortunately, in June
2019, the US removed India fromthe -
GSP programme, citing concerns over
trade practices and failure to provide-
equitable and reasonable market access
toUS companies, Reinstating India into
the GSP programme will be agood way to
enhance bi-lateral ties. d -

SERVICES TRADE .

~ TheUShasbeenseeking greateraccess
" totheIndian educationand insuraricé

markets, while India has been pushing
for more labouraccess in some US
services. Hence, more than the
merchandise segment, there are more
complementarities between Indiaand
USintheservicessegment, . . {°
While itis customary to negotiate

services trade agreements withina g%
5 éomprehensivéf;teemdeagreement S

(FTA) framework, considering the
complementarity that services trade
provides for both nations, a standalone
services agreement could providea quick
opportunityfor both countries toseala
deal. Thereare several low-hanging
fruits, such as USinvestments inthe
state-of-the-art GIFT City and tamt%ce g
UPL, RuPay,etc., tothe US, whichéarialt
be win-win measures, with least conflict.
Labourand envirorimental stands ds

havebeenasignificant point:

rebuild»‘?
India-US trade ties

BOND WELL. With so many complementarities, both countries €
become a big force in the global supply chain

. conténtion. While the

harmonisingboth the
essential for protectir
India’s practical inabi
startinga discussion ¢
However, itisimport:
understand thatthe d

" somedeveloping comr

thisdirection. A striki
EU-Vietnam FTA that

- benefits accruingto b

Eveninthecontext

- - negotiationsengaged

UK, Canadaand Austr

" {comprehensive trade

are an importantissue
needsto start engagin
researchand academis
brainstorm these stan
Cross-country compai

Itappearsthefutur

* will be divided among

the USand China. The

%

freetradewithinablo
‘acrossplocs. 5

Attempts by the US
supply chains with frie
havea significantimp:
industrialisation in thy

. Hence,showcasingqu
" negotiations becomes

USand India. A US-Iny
could significantlyred

‘and the geopolitical ni
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