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• India remains highly protected among Asian economies, with an average MFN 
tariff rate of about 17.6%.

• Import tariffs have increased since 2018, alongside a sharp rise in Quality 
Control Orders (QCOs) and continued use of anti-dumping duties (ADDs).

• Such measures may undermine firms’ ability to integrate into global value 
chains (GVCs) by increasing input costs and compliance burdens.

• To realise export-led manufacturing growth, India must re-examine trade 
policies and liberalise imports of essential inputs to support deeper GVC 
integration

• This paper provides evidence-based insights and actionable recommendations 
to make India’s trade and industrial policies more aligned and conducive to 
manufacturing competitiveness

Why this paper ?
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Trends in India’s Trade, Tariffs and FDI Inflows

Source: WDI and WITS, World Bank.
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Challenges to India’s competitiveness (1) 

Country 2001 2011 2023

China 4.6 11.1 15.5

India 0.8 1.8 2

Indonesia 1 1.2 1.2

Japan 7 4.9 3.3

South Korea 2.6 3.3 2.9

Malaysia 1.6 1.4 1.5

Thailand 1.2 1.4 1.4

Vietnam 0.3 0.6 1.7

Source: World Integrated Trade Solutions; World Bank                     Source: Prabhakar et al. (2025).

Competitiveness Index RankingsShare in Global Merchandise Exports (Per cent)
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Challenges to India’s competitiveness (2): NTMs
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Challenges to India’s competitiveness (4)- 
The China Question
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Challenges to India’s competitiveness (3)- 
Industrial Policies 

Category

CAGR 

2017–

2021 (%)

CAGR 2021–2024 

(%)

Man-Made Fabric exports 3.5 -13.4

Pharma exports 10.7 7.5

Medical devices exports 12.6 8.2

White goods exports 13.8 13

Mobile and electronics exports 39.6 40

Speciality steel exports 13.1 -22

Auto exports 0.9 7

Solar PV exports 7.7 45.1

ACC exports 22.1 13.3

Source: Authors’ analysis.



Let’s Talk about some Success Stories 
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Sources: Data drown from Ando, Yamanouchi, and Kimura (2025). 

Machinery international trade matrix (2017, 2023): the world table (US $ millions, %)

(a) 2017 

• Northeast Asian economies 
and ASEAN as well as Mexico 
participate in machinery 
production networks deeply. 
Gap ratios ((A)/(B)) in 
exports to the world by 
these countries go way 
beyond 100%. ASEAN 
connected with Northeast 
Asia and ASEAN itself for 
both exports and imports. 
“Factory Asia” is there.

• India lags behind in 
participating in machinery 
production networks with 
low Gap ratios ((A)/(B)), 
particularly on the export 
side.
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Sources: Data drown from Ando, Yamanouchi, and Kimura (2025). 

• Changes from 2017 to 
2023 reflect effects of 
Trump 1.0 tariffs and 
rising geopolitical 
tensions.

• Sharp drop of the 
US-China bilateral 
trade

• Positive trade 
diversion effects for 
Korea, Taiwan, and 
ASEAN.

• India starts changing. 
Although the export side 
moves slowly, the import 
side shows notable 
increases.

Machinery international trade matrix (2017, 2023): the world table (US $ millions, %)

(b) 2023



Actual and predicted machinery trade matrix (HS84-92): India’s exports in 2017, 2023

Source: Ando, Kimura, and Yamanouchi (forthcoming). 11

• Table highlights changes 
in India’s export pattern of 
all machinery goods, 
machinery parts, and 
machinery final goods.

• Overall, India’s machinery 
exports increase by 1.9 
times in 2017-2023 (in the 
nominal prices), but gap 
ratios do not increase 
much.

• However, a notable 
expansion is observed in 
both parts and final goods 
exports to the US, partially 
due to “the Apple effect.” 
Showing the potential for 
machinery exports



Actual and predicted machinery trade matrix (HS84-92): India’s imports in 2017, 2023

Source: Ando, Kimura, and Yamanouchi (forthcoming). 12

• The import side reveals signs 
of a step forward.

• Gap ratios of imports 
from the world rise to 
90%.

• Gap ratios of imports 
from Northeast Asian 
economies and ASEAN 
become much higher 
than 100%.

• China is the largest import 
origin. However, other East 
Asian economies also become 
major import origins.

• India has started being a part 
of East Asian machinery 
production networks from the 
import side.
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Assessment of Trade Protection (1)

• The analysis uses 2023 HS-6-digit export, import, 
and tariff data, along with information on Anti-
Dumping Duties (ADDs) and Quality Control Orders 
(QCOs) mapped to these products.

• A total of 3,927 HS-6-digit product lines were 
analysed.

Measure
Number of 

Products

Per cent of 

Total Products

Import (USD 

billion)

ADD 310 7.9 40

QCO 338 8.6 50.7

MFN > 0 3,631 92.50 410

MFN 

Tariff 

Bracket 

(%)

Number 

of 

Products

% of 

Total 

Products 

Import Value (USD billion)

Share in 

Total 

Imports 

(%)

0–5 94 2.4 49.2 11.0

5–10 771 19.6 88.2 19.7

10–15 1,911 48.7 241.8 54.1

15–20 440 11.2 47.9 10.7

20–30 400 10.2 14.0 3.1

30–40 51 1.3 2.1 0.5

40+ 41 1.0 1.4 0.3

Source: Authors’ analysis.
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Assessment of Trade Protection (2)

MFN Tariff (%)
QCOs (USD 

billion)

ADD (USD 

billion)

QCOs (% of 

goods)

ADD (% 

of 

goods)

0–5 0.24 1.52 4.26 6.38

5–10 13.36 5.42 7.26 2.72

10–15 21.37 25.58 6.49 11.3

15–20 12.65 6.9 25 11.82

20–30 2.2 0.36 8.75 2

30–40 0.83 0.15 11.76 11.76

40+ 0.07 0.09 2.44 2.44

MFN 

Tariff (%)

Capit

al 

Good

s 

(USD 

billio

n)

Consumer 

Goods 

(USD 

billion)

Intermediate 

Goods (USD 

billion)

Raw 

Materials 

(USD 

billion)

Capital 

Goods 

(%)

Consumer 

Goods (%)

Intermediate 

Goods (%)

Raw 

Materials 

(%)

0–5 47.7 0.4 0.8 0.2 67 11.7 10.6 10.6

5–10 45.7 1.3 27 14.2 63.3 4.1 26.1 6.5

10–15 15.4 48.4 122.7 55.3 9.6 29.4 56.5 4.6

15–20 17.2 7.9 15.8 7 20.2 27.7 49.6 2.5

20–30 3.8 7.8 2.1 0.3 3.8 79.8 16 0.5

30–40 – 0.8 1.3 – 0 45.1 49 5.9

40+ 0.1 0.7 0.3 0.4 36.6 43.9 4.9 14.6

Source: Authors’ analysis.



• The Geographical Simulation Model (IDE-GSM) is an analytical framework based on spatial 
economics. It allows for structural changes in both domestic and international economies as 
firms alter their purchasing and sales patterns.

• In the simulation of the US–China trade war since 2018, Vietnam, Thailand, and Malaysia 
experienced positive trade diversion effects and growth, while India, despite benefiting 
economically, showed no significant expansion in the electrical and electronics industries 
linked to global value chains.

• Now we examine a scenario under the tariff policy of the second Trump administration from 
July 2025 onwards, where India advances negotiations and faces a 25% country-specific 
tariff.

Geographical Simulation Analysis on the US "Reciprocal Tariffs“, 
MFN Tariff Reduction and NTB Reduction 



• Many countries show negative impacts: signalling the end of the structure where 
the Global South benefits from US tariff policies.

• India suffers relatively less damage.

Table 1: Economic Effects of the New Simulation (China 20% vs. India 25%) (2027)

Source: IDE-GSM Simulation Result.



• Under these circumstances, if India lowers non-tariff barriers globally, it gains 
a significant positive impact.

• Given the arbitrary nature of US tariff policy and the uncertainty surrounding 
future targets, deepening reliance on any single country would entail a 
concentration of economic risk. To address this uncertainty, India’s strategic 
course must be the promotion of “liberalisation towards the world,” 
accompanied by diversification of export markets. It acts as a “structural 
improvement” to the domestic economy, enhancing overall institutional 
efficiency.

Table 2: Economic Effects of India’s MFN Tariff Reduction and NTB Reduction (2027, relative to US reciprocal tariff scenario

Source: IDE-GSM Simulation Result.



• We incorporate country-level 
weighted average tariff rates and 
explicitly examine Section 122 
tariffs, providing a new assessment 
of their economic impact.

• Globally, the effects of Section 122 
tariffs are smaller than those of 
IEEPA-type tariffs. India shows a 
slight improvement. The relatively 
limited impact of tariffs suggests 
potential advantages for attracting 
inward foreign direct investment. 

Source: IDE-GSM Simulation Result.

FYI: Economic Effects Section 122 Tariffs

(2027, relative to US reciprocal tariff scenario)

IEEPA Sec 122 (10%) Sec. 122 (15%)

Japan 0.1% 0.0% 0.0%

Korea 0.1% -0.2% -0.1%

China -1.2% -0.8% -0.9%

Taiwan 0.7% 0.5% 0.6%

India -0.2% 0.0% 0.0%

US -4.3% -3.1% -3.4%

Mexico -1.2% 0.0% 0.2%

Canada -1.0% -0.2% -0.1%

Brazil 0.1% 0.1% 0.1%

EU 0.1% 0.1% 0.1%

ASEAN10 0.2% 0.1% 0.1%

Indonesia 0.0% 0.0% 0.0%

Malaysia 0.3% 0.3% 0.3%

Singapore 1.2% 0.5% 0.6%

Thailand 0.0% 0.0% 0.0%

Philippines 0.3% 0.2% 0.2%

Vietnam 0.0% -0.1% -0.1%

World -1.2% -0.9% -0.9%
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• Given the geopolitical situation, it is important to diversify exports and also 
import sources

• To achieve its export ambitions, India must focus on two priorities: improving the 
business environment and strengthening its import policy.

• Imports play a critical role in supporting exports and enabling integration into 
global value chains (GVCs).

• The paper highlights that reducing import tariffs could generate significant GDP 
gains for India.

• Trade liberalisation should start with a structured identification of critical 
intermediate goods.

• Priority should be given to products where India has low comparative advantage 
and high import dependence.

• Special attention should be paid to goods facing multiple layers of protection 
beyond tariffs.

Conclusion and Policy Suggestions 
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Conclusion and Policy Suggestions 
Time 

Horizon
Objective Policy Recommendations

Short Term

Prevent new distortions and 

remove the most growth-

restricting barriers

• Freeze further tariff hikes 

• Correct inverted duty structures, especially where intermediate inputs face higher tariffs 

than finished goods 

• Remove QCOs on intermediate goods that are not consumer-facing or safety-critical,and 

continue the recent momentum of rescinding such QCOs.

Medium 

Term

Rationalisation and 

realignment to build a 

coherent and predictable 

trade structure

• Lower tariffs on key inputs and move them to a 0–5% MFN tariff band to reduce 

production costs.

• Consolidate overlapping measures (ADDs, tariffs, QCOs) to reduce cumulative protection 

and improve policy clarity.

• Reassess QCOs and retain only those justified on safety or critical quality grounds.

• Expand FTA engagements, particularly with the EU, ASEAN, and African economies, 

while pursuing opportunities in the US.

Long Term
Improve competitiveness and 

deepen global integration

• Align trade policy with productivity, scale, and export competitiveness rather than 

domestic protection.

• Link incentive schemes to value addition and productivity improvements.

• Address structural factors such as labour regulations, regulatory quality, R&D investment, 

and firm concentration.
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