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EXECUTIVE SUMMARY

This executive summary outlines the key recommendations for
policymakers that emerged from deliberations at the Takshash-
ila Institution-Hudson Institute roundtable series “US-India
Economic Ties: To the Next Level and Beyond.” Its recommen-
dations are divided into four proposed areas for collaboration
between India and the United States: trade and investment,
ideas and human capital, technology, and methods and mech-

anisms.

Trade and Investment

Strengthening trade and investment ties between India and
the United States requires a multifaceted approach. India has
recently deployed schemes known as production-linked in-
centives (PLIs) to attract companies to set up manufacturing
facilities in priority or strategic sectors—including electronics,
pharmaceuticals, textiles, and white goods. Despite measures
like PLIs, India’s manufacturing growth has remained relative-
ly stagnant. India would benefit on a much broader scale by
limiting PLIs and instead focusing on simplifying import and
export processes and reducing import duties and tariffs to cre-
ate a more open trade environment. The government’s recent
announcement that it is simplifying processes through a sin-
gle-window system, for example, will benefit not only large firms
but also small firms that aspire to list on global platforms. India
can also experiment with land acquisition and labor market re-
forms in select states before rolling them out countrywide. Ad-
ditionally, New Delhi should invest more in critical infrastructure,
such as freight rail and deep-water ports, to support economic
expansion. To further attract investment and boost exports, at a
time when there is a favorable geopolitical situation, the country
would benefit from a regulatory system that is more predict-
able, transparent, and easier to navigate. Fostering state-lev-
el relationships and focusing on co-development could further
enhance collaboration. For its part, the US should work to re-
store the effectiveness of the World Trade Organization (WTO)
and avoid weaponizing international trade. Making globalization
work more effectively is key to promoting interconnectivity and

resilience.

Ideas and Human Capital

To attract top global talent and high-performing companies,
India would benefit by making its cities more appealing and liv-
able. This effort requires the active participation of states and
municipalities. Leveraging cooperation between subnation-
al governments can further support this goal, as India’s state
governments play a crucial role in attracting investment through
the issuing of permits. Strengthening partnerships between
American and Indian academic institutions is also critical. In-
stead of focusing solely on recruiting American universities to
build campuses in India, New Delhi should explore symbiotic
options like reciprocal study programs. India also needs to en-
hance the capacity and improve the quality of its higher educa-
tion institutions. Creating a more open environment for research
and collaboration requires not only easier access to funding but
also a reduction of unnecessary bureaucratic hurdles. This in
turn would facilitate intellectual collaboration. Both India and
the US should streamline visa processes, making it easier for
academics and thought leaders to collaborate. Additionally, the
two nations’ leaders should foster personal connections among
corporate leaders. To attract the best talent, India needs poli-
cies that welcome foreign professionals.

Technology

To leverage the potential of collaboration in the technology
industry, India and the United States should resolve disagree-
ments over tariffs, regulatory barriers, and intellectual property
rights. New Delhi and Washington need to prioritize cooperation
in emerging technologies, such as artificial intelligence (Al) and
synthetic biology, and make efforts to update regulatory frame-
works to match the evolving tech landscape. Effective partner-
ships across academia, the private sector, and government
should also be established. A coherent approach to US-China
tech competition, moreover, would provide the private sector
with clear guidelines aligned with both Indian and American na-
tional security interests. India would benefit by shifting its reg-
ulatory environment to be more export-friendly and internation-
ally competitive. Increased support for and investment in the
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biotech sector, including advanced purchase agreements and
more robust intellectual property (IP) protection, would enhance

growth and collaboration in this crucial field.

Methods and Mechanisms

The world’s oldest democracy and the world’s largest democra-
cy share both values and interests. Both countries are multicul-
tural, multiethnic, secular, pluralistic, and open societies. They
also have a similar vision for the global security architecture,
including a stake in pushing back against China’s military and

economic expansionism.

Washington and New Delhi also need to address differences
through established channels, such as preexisting bilateral
frameworks and strategic dialogues, with an understanding
that differences, while inevitable, need not derail the working

relationship. Sensitive issues are best managed discretely away
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from media attention. Informal, non-governmental diplomacy,
such as CEO dialogues, can foster better understanding. In-
dia, for its part, should give its diplomatic agencies more lee-
way to conduct outreach. To this end, linking geostrategic and
geopolitical objectives, offering political support for energy col-
laboration, and integrating trade into strategic dialogues can
enhance cooperation. Establishing academic programs, collab-
orations with think tanks, and cultural exchanges can also pro-
mote deeper mutual understanding between the two nations,
and make it easier for researchers, academics, and students to
travel from country to country. Aligning norms and regulations
can prevent conflicts over the transfer of sensitive technology
and intellectual property. Prioritizing economic and strategic ties
while expanding educational exchange programs would help
create a stronger relationship. Finally, improving cooperation at
the United Nations and in other multilateral forums would en-

hance both countries’ ability to shape the international order.



INTRODUCTION

Background

Over the last two decades, India and the United States have
strengthened their strategic partnership by focusing on de-
fense and national security. However, trade disagreements have
strained economic ties between the two nations. Resolving these
disputes is essential for enhancing the bilateral partnership. In our
endeavor to strengthen this partnership, Hudson Institute and
the Takshashila Institution first organized a series of roundtable
discussions in November and December 2021, at which leading
scholars and policy practitioners from India and the US focused
on opportunities for collaboration in the post-pandemic era. The
final outcome of these roundtables, a policy brief, was widely cir-
culated with policymakers from both nations.’

Since then, New Delhi and Washington have made concerted
efforts to strengthen economic ties, notably through the initiative
on Critical and Emerging Technology (iICET). Despite these ad-
vancements, further economic collaboration carries the potential
to boost bilateral trade to $500 billion by 2030. To understand
the leverage points that can advance this collaboration, Hudson
Institute and the Takshashila Institution organized a second se-
ries of roundtable discussions in March and April 2024 to pro-
mulgate ideas that can shape the future direction of US-India

economic relations.

The ideas in this paper reflect the broad consensus of these
roundtables.
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EXCHANGE: TRADE AND INVESTMENT

Background

Over the last 20 years, the US-India relationship has grown sig-
nificantly, leaving behind the strains of the Cold War era when
the two countries often disagreed on issues of geopolitics and
economics. Economic relations between the two countries have
deepened since the 1990s, but persistent trade disagreements

continue to impede efforts to further boost these ties.

Currently, India and the United States conduct over $200 billion
in trade annually, but achieving $500 billion in bilateral trade has
been a longstanding goal.? With elections in both countries this
year, policy uncertainty is to be expected. It is therefore critical
that both sides maintain conversations so that the momentum

can be picked up in the new year.

For India and the United States to build lasting trade ties, both

nations need to recommit to enduring domestic reform and

multilateral trade governance, especially under the WTO. To
that end, this report recommends that India reduce protection-

ist measures and endeavor to attract investment.

Globalization in Retreat

The post-World War Il era witnessed an unprecedented explo-
sion in globalization and trade, with global trade volume today
being nearly 45 times what it was in 1950. The establishment of
the WTO in 1995 also helped expand the volume of global trade.

While globalization had its heyday during the 1990s and early
2000s, it has faced pushback over the last decade or more.

Several countries, both in the developing and developed worlds,

Photo: Commuters walk along platforms at the Churchgate railway
station in Mumbai on January 31, 2024. (Punit Paranjpe / AFP via
Getty Images)
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Figure 1. Globalization Declines for First Time Since World War I
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Source: Douglas A. Irwin, “Globalization Is in Retreat for the First Time Since the Second World War,” Peterson Institute for International Economics, October 28, 2022, https://www.piie.com/

research/piie-charts/2020/globalization-retreat-first-time-second-world-war.

have turned protectionist. The 2020 coronavirus pandemic sim-
ply accelerated that trend. While global trade has resumed, in
the interim, national and private actors have moved to fortify
and secure supply chains by moving them onshore or using
trusted trading partners (i.e., friendshoring). The postwar era of
frictionless trade has been replaced by one of impeded global-

ization, reflected by slowed growth in global trade (see figure 1).

In this era of impeded globalization, demand for some goods
and services has increased, while the desire for others has
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stagnated or decreased as countries seek to mitigate risk.
In the future, global trade might decrease, but trade within
blocs for certain goods might increase. Strategic goods like
rare earths and natural gas in Europe may indeed face re-
strictions, and the world will find it very hard to argue against
agricultural tariffs or bans instituted in the name of domes-
tic security.® Geopolitical competition between the West and
China, the impact of climate change on supply chains, and
disruptions caused by conflict are proving major impedi-
ments to global trade.


https://www.piie.com/research/piie-charts/2020/globalization-retreat-first-time-second-world-war
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Figure 2. World Exports of Goods and Services as Percent of GDP
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Source: Data for exports of goods and services (% of GDP); data for GDP (current US$), identifier NY.GDP.MKTP.CD, World Bank Open Data, 2023, https://data.worldbank.org/indicator/NY.GDP.

MKTP.CD.

The peer rivalry between Washington and Beijing has creat-
ed an environment in which many nations, especially in the
developing world or the Global South, believe they are being
forced to choose sides, creating tensions that disrupt com-
merce. American wariness of China has risen during the last
two American administrations. The Biden administration’s Na-
tional Security Strategy spoke of the need to compete with
China in manufacturing and high-technology domains, espe-
cially those that are strategic in nature. For example, the ad-
ministration ordered investigations of Chinese-made electric

vehicles (EVs) and Chinese cranes at US ports over surveil-

lance-related concerns.*

Climate change has also impacted trade, especially maritime
flows, as unpredictable weather patterns increase volatility in
heavily trafficked sea-lanes. The Russia-Ukraine War and rising
tensions in the Middle East have furthered these disruptions.

The Globalization Index provided by ETH Zlrich KOF reflects
these trends, noting that economic openness has leveled off
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since 2018.° Likewise, in 2024 the Heritage Foundation’s Index
of Economic Freedom—which assigns aggregated scores to
each nation based on its protection of property rights, its tax
burden, the effectiveness of its judicial system, and government
integrity—is at its lowest since 2001, reflecting “a world econo-
my that . . . is ‘mostly unfree.’”®

In 2023, worldwide trade in goods and services expanded by
only 0.2 percent, the slowest rate of growth in the past half-cen-
tury outside periods of global recession. Trade in goods alone
shrank by two percent over that same year. The World Bank es-
timates that the period from 2020 to 2024 will mark the slowest
half decade of trade growth since 1990.

Policymakers, moreover, are increasingly favoring protection-
ism. The World Bank reports that the average number of trade
agreements per year over the 2020s has dropped to five, less
than half the average from the early 2000s. In 2023, countries
imposed nearly 3,000 trade restrictions, five times as many as
in 2015.” The number of WTO disputes has also fallen, sinking
from 38 in 2018 to 8 in 2022.8 An underutilized WTO signifies
weakened faith in the multilateral institution’s ability to arbitrate

disputes.

Yet the global decline in trade cannot be pinned entirely on the
rising tide of populism or the effects of the pandemic. Exports
as a percent of global GDP also declined substantially during
the 2008 financial crisis, from 31 percent to 26.4 percent (see
figure 2).° After a three-year rebound, the figure declined again
in 2012 at the conclusion of China’s burst of economic growth.
Despite these headwinds, today global exports remain approx-
imately 30 percent of global GDP.'° It is still unclear if this resur-

gence indicates the beginning or the end of a larger trend.

The Pandemic’s Effect on Trade

The global coronavirus pandemic and the ensuing lockdowns
applied a major shock to the world’s supply chains. Worldwide
exports of goods and services declined in 2020, sinking to 26.4
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percent of global GDP from 28.3 percent in 2019, while global
GDP declined to $85.27 trillion from $87.78 trillion. As the world
gradually reopened, the global economy rebounded. By 2022
global GDP reached $100.88 trillion, of which exports of goods

and services accounted for 31.1 percent in 2022."

Yet the global rebound from the pandemic did not mark a return
to the pre-2020 status quo. Lockdowns and national efforts to
insulate critical supply chains sent shocks through the global
economy. Private and national actors have subsequently tak-
en significant steps to de-risk supply chains. The Internation-
al Monetary Fund (IMF) reports that the use of terms such as

” o« ” o«

“friend-shoring,” “nearshoring,” “onshoring,” and “reshoring,” in
corporate presentations increased nearly twentyfold between
2018 and 2022."? Pandemic stressors also gave rise to initia-
tives such as China Plus One, a business strategy to avoid in-

vesting solely in China.

Yet China, as of 2023, remained the world’s largest exporter,
exporting 14 percent of the world’s goods measured in val-
ue.™ While China’s exports remain competitive, full decoupling
from Beijing is unlikely to occur. In a post-pandemic market-
place driven by desires for stability, predictability, and resilient
infrastructure, any economy hoping to become a competitor
to China must illustrate that it can offer effective supply chain
substitutes. As faith in multilateral institutions declines, nations
that can provide both a compelling strategic reason for bilateral
agreements and a stable investment climate will likely find willing
investors.

In the public sector, pandemic-era supply chain shocks exposed
a strategic vulnerability. As a result, multiple governments took
steps to insulate supply chains to ensure access to critical ma-
terials, such as Washington’s use of the Defense Production Act
to ensure a supply of vaccine ingredients.' Today, governments
increasingly view trade and supply chains through the lens of
national security. This strategic outlook on trade will likely lead
nations to prioritize bilateralism over multilateralism, limiting a



country’s trade leverage vis-a-vis its rivals. This preference for
tailoring trade policy to meet strategic needs has limited the
ability of multilateral institutions to function effectively, as the de-
crease in WTO disputes and the increase in strategic bilateral
trade initiatives demonstrate.'

Geopolitical Friction

Post-pandemic conflicts have been another source of supply
chain risk. As the unipolar post-Cold War world gives way to a
new era of multipolarity, strategic blocs are increasingly interest-
ed in arbitrating trade disputes outside multilateral institutions.
Russia’s 2022 invasion of Ukraine and instability in the Red Sea
have reduced the reliability of maritime shipping lanes, limited
the availability of foodstuffs, and reinforced the trade of critical

materials as a strategic lever.

Critical minerals and fossil fuels remain sources of state compe-
tition; nations that produce them in excess reap the benefit of
global dependencies. Of the estimated 120 million tons of rare
earth deposits worldwide, 44 million are in China. The People’s
Republic of China (PRC) conducts 60 percent of the world’s
rare earth mining and 85 percent of its rare earth processing.'®
Beijing refines 95 percent of the world’s manganese, 73 percent
of its cobalt, 70 percent of its graphite, 67 percent of its lithium,
and 63 percent of its nickel.'” In the first four months of 2024,
Russia supplied 16 percent of Europe’s liquefied natural gas
(LNG). Russian LNG currently comprises 7 percent, 32 percent,
and 49 percent of France’s, Spain’s, and Belgium’s natural gas
imports, respectively.’® Taiwan has a 68 percent market share
in the world’s semiconductor industry and produces approxi-
mately 90 percent of the world’s advanced chips.® States with
control of such critical materials routinely leverage their supply

to influence policy, trade, and security outcomes.

Despite Western efforts to decouple and de-risk from value
chains threatened by Russia’s invasion of Ukraine or China’s ex-
pansionist moves, overdependence on unreliable supply chains
remains a significant risk to the global economy. Further, on-

shoring supply chains is cumbersome. Consider electric vehi-
cles. If an American EV company wanted to build a battery plant
in the United States, it would still have to import materials from
China. Companies also need research and development, talent,
and other resources that are not always available domestically.

As global instability mounts, state actors are increasingly inter-
ested in isolating supply chains to deny their adversaries access
to critical materials and entice potential allies with access to
otherwise limited resources. Friction between states emerges
when strategic interests and trade interests collide. As efforts to
insulate supply chains from geostrategic risk increase, nations
increasingly turn to bilateral negotiations to de-risk trade.

A Lack of Trust

Concerns over the resilience and dependability of supply chains
and other strategic considerations have eroded the critical
lynchpin of global trade: trust. For decades, the General Agree-
ment on Tariffs and Trade (GATT) facilitated the spread of muilti-
lateral exchange, with countries rarely invoking national security
exemptions to restrict markets.

This willingness to engage in open trade has diminished. Ja-
pan’s de-risking from China and Washington’s increased reli-
ance on the screening procedures of its Committee on Foreign
Investment in the United States (CFIUS) reflect a prioritization
of national security concerns that complicates global trade re-
lations.?® For example, the Biden administration is reluctant to
allow Nippon Steel, a company based in Japan, a US ally, to
purchase an American steel manufacturer, US Steel, on nation-
al security grounds (though, as of this writing, CFIUS has not
made any recommendation to the White House on the deal and

is allowing the companies to refile their application).?!

For most of the last half-century, countries exercised restraint
in using national security exemptions to trade, recognizing
how easily trading relationships can unravel: if one country
begins blocking exchange and investment, others are likely
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to follow, catalyzing a cascade of protectionist measures. But
now nations’ willingness to leverage global interdependence in
the service of their own national security interests has weak-
ened the practice of free and open multilateral trade.?? China,
for one, is actively seeking to create dependence on its own
goods and markets in an effort to weaken multilateral forums

around the world.

Climate Change Concerns

Climate change and extreme weather patterns are also dis-
rupting supply chains and shipping routes. Increased climate
hazards, such as floods and heatwaves, impact maritime and
land-based shipping, causing delays and higher costs. Low-
land coastal areas, often critical hubs in global trade networks,
face heightened risks from rising sea levels and storm surges. A
drought in 2023 imposed significant shipping delays and costs
upon cargo ships crossing the Panama Canal, which manages
3 percent of maritime trade volume worldwide and nearly $270
billion in cargo each year. The early months of 2024 saw a 36
percent reduction in ships crossing the canal compared to the

prior year.?

Climate changes highlight another vulnerability for supply
chains: widespread climate volatility can impose widespread
costs, forcing nations to shift production sites and reroute
shipping. Dramatic weather incidents can also cause mass
death or widespread relocation. The rise in climate-related
hazards has increased de-risking in climate-resilient areas
and created new markets for technologies that mitigate cli-
mate hazards.

Trade Takes a Backseat to National Security

Instability wrought by pandemic lockdowns, the rise of armed
conflict, and climate change has led many governments to
weaponize trade in the service of broader national security
concerns. The supply chain shocks of the last four years
have illuminated significant strategic vulnerabilities. Nations
increasingly seek to leverage commerce and trade to pun-
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ish adversaries, entice allies, and insulate their own interests.
Economic concerns have emerged downstream of national

security priorities.

Developments in the US-India relationship illustrate this dy-
namic. In May 2022, the two countries created iCET,?* which
is a joint initiative that seeks to increase cooperation between
industry and government in the development and use of cut-
ting-edge technologies. iCET seeks to facilitate trade in goods
otherwise restricted by US regulations on the transfer of mili-
tary technology to other countries. It was designed to induce
closer strategic ties between Washington and New Delhi,?® and
demonstrate that for both India and the US national security
interests trump concerns over trade.

Whither Globalization?

Despite the stresses of the last four years, globalization is here
to stay. The rise of domestic populism, pandemic- and war-in-
duced shocks to supply chains, and emerging geopolitical
friction have prompted many nations and private industries to
reconsider a free and open model for global trade. But the
laws of comparative advantage, the persistence of trade de-
pendencies, and ongoing security considerations make a fully
protectionist or non-globalist future unlikely. The IMF’s World
Economic Outlook forecasts a 3.3 percent increase in world-
wide trade for 2025, three times greater than the increase in
2023. The report assesses that a reduction of global conflict,
recovery from pandemic restrictions, and growth in emerging
markets will spur a rise in global trade.?® While the ongoing
protectionist currents may limit the realization of such opti-
mistic forecasts, these predictions highlight the resilience of
globalization.

Yet globalization will likely continue in an impeded manner, in-
formed by a decline of the rules-based international order, the
rise of intra-bloc trade, increased economic integration among
allies, and a renewed focus on supply-chain resilience and na-

tional security.



The decline of the rules-based order that has undergirded
global trade since World War Il is driven by rising protection-
ism, growing geopolitical tensions, and unilateral policy shifts in
major economies. As nations allow national security concerns
to inform what once were purely business decisions, trade dis-
putes will likely proliferate, while the enforcement of international
trade rules will likely weaken. A more fragmented global trading

system will almost certainly emerge.

Intra-bloc trade—in which regional bodies like the European
Union (EV), the Association of Southeast Asian Nations (ASE-
AN), and the Southern Common Market (MERCOSUR) prior-
itize relations among member nations—will also significantly
supplant larger worldwide trade arrangements. This shift is in-
fluenced by strategic security considerations, currents of eco-
nomic nationalism, and a widespread desire to create more
resilient supply chains. Blocs will likely work to insulate supply
chains from external instabilities.

As such, economic integration among allies will increase, as
nations focus on creating seamless trade and regulatory en-
vironments within established blocs. This could include the
expansion of free-trade agreements (FTAs), the harmonization
of standards, and joint investment initiatives to enhance eco-
nomic coherence and resilience. While FTAs will still play a cru-
cial role, other mechanisms such as mutual recognition agree-
ments and regulatory cooperation frameworks will also be key
to streamlining trade processes and bolstering economic col-
laboration. Countries may seek to boost trade and integration
with nations that may not be obvious trade partners but share

security interests.

Governments and industries will increasingly prioritize supply
chain resilience and national security, leading to the friendshor-
ing, or reshoring of critical supply chains within allied nations.
These strategies aim to mitigate risks that arise from geopolit-
ical tensions and disruptions by consolidating production and
supply networks among trusted partners. Nations may seek to

secure access to essential resources, diversify supply sources,
and enhance their domestic production capabilities.

A Profile of US-India Trade

The trade relationship between India and the United States has
progressed significantly since India’s liberalization in the 1990s
but still faces challenges. The US runs a $370 billion trade defi-
cit with China?” and a $50 billion deficit with India. This has been
a positive trend for New Delhi, as its trade balance with Wash-
ington has more than doubled in the 10 years between 2014
and 2024, going from $22 billion to $50 billion.?

Total trade between the two countries is growing, albeit slowly.
The Trade Policy Forum (TPF) has been instrumental in achiev-
ing growth even in the face of disagreement. The TPF has
helped to resolve seven WTO trade disputes, establish tariff
concessions, and forge progress on intellectual property and

agricultural agreements.

However, certain constraints prevent the trade relationship be-
tween India and the US from reaching its full potential. Both
nations exhibit protectionist tendencies that complicate trade
dynamics. Pauses in global exchange, such as those affecting
LNG exports from the US, have adversely impacted India, which
relies on these imports. Additionally, the cost of doing business
in India, higher than in China, makes it less attractive as a man-
ufacturing base. This results in competition from other emerging
economies like Vietnam and Indonesia, which are more cost-ef-
fective manufacturing hubs. India’s PLIs incentivize foreign and
domestic companies to invest in the country, but its import du-
ties and tariffs for raw materials, capital equipment, and interme-
diate goods remain extremely high. Hastily crafted, disruptive,
and arbitrary policies also stifle investment in India and inhibit
investment from US firms; over the last 10 years, India has raised

its duties on imported goods from 13 percent to 18 percent.

Foreign direct investment (FDI) in India is also highly concen-
trated geographically. Over 80 percent of FDI in India goes to
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four states—Maharashtra (31 percent), Karnataka(21 percent),
Gujarat (16 percent), and Delhi (13 percent)—and largely to ma-
jor cities in those states.?® While these four states benefit from
reliable infrastructure and a healthy business environment, the
rest of India lags. And while the country has many development
projects in the pipeline, too many bureaucratic hurdles prevent
these from ever seeing completion. As a result, both domestic
and foreign investment in the country has declined.

India would benefit greatly from wide-ranging reforms that make
it a better place to do business. The establishment of new tech-
nical institutes, research and development facilities, skill-inten-
sive programs, and vocational job training would all improve
workforce employability issues and the country’s business cli-
mate. The government should also decrease bureaucratic hur-
dles for business, lower the wait time for imports and exports at

ports, and increase the capacity of its freight railways.

Meanwhile, even though US companies have had some suc-
cess in manufacturing defense products in India, demand-side
problems persist. For example, military procurement processes
pose challenges, as US firms face arduous bureaucratic gaunt-
lets and are often required to share technologies to receive per-
mission to manufacture in India. These efforts are further com-

plicated by concerns over intellectual property rights.

The likelihood of a comprehensive FTA between the US and
India appears low at present. Efforts to develop robust trade ties
since the early 2000s have yet to result in an FTA, largely due
to protectionist policies on both sides.*° Indian initiatives like PLI
schemes and Make in India aim to boost domestic manufac-
turing and FDI without increasing the ease of doing business or
pressure to accept imports.®' The US has also embraced pro-
tectionist measures, including its departure from the Trans-Pa-
cific Partnership (TPP) and its establishment of tariffs on steel
and solar products under the Trump administration. The Biden
administration has continued this trend, demonstrating its re-
luctance to rejoin TPP and establishing Buy American manu-
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facturing initiatives.®> For an FTA to materialize, both nations
would need to compromise, a scenario that seems unlikely in

the current climate.

US-India Investments

The investment relationship between India and the United
States has seen dramatic growth but is not without its challeng-
es. US investment in India surged from $2.38 billion in 2000 to
over $50 billion by 2022.% While this is a positive trend, it still
trails the $126 billion the US invested in China in 2022.3* Despite
the growing willingness of American firms to back India, various
logistical and policy issues limit investment. Infrastructure defi-
ciencies, such as inadequate power and water access, com-
bined with complex government initiatives like PLI schemes,
disrupt the natural flows of the market and stifle widespread
industrial development across India.

New Delhi’s approach to foreign direct investment has also been
mixed. While the country has attempted to attract FDI through
initiatives like Make in India, the results have been inconsistent.
FDI inflows into India fell by 43 percent in 2023, while fellow
China Plus One competitor Vietnam saw a 32 percent increase
in the same period.® India’s reluctance to join key regional trade
agreements like the Regional Comprehensive Economic Part-
nership (RCEP) and the Comprehensive and Progressive Agree-
ment for Trans-Pacific Partnership (CPTPP) further hampers its
ability to attract and sustain foreign investment over competi-
tors like Vietnam, Indonesia, and Thailand. The uneven distribu-
tion of FDI within India also reflects the need for more balanced
regional development to enhance India’s attractiveness as an

investment destination.

Firms looking to invest in India, and even those currently invest-
ing in the country, desire certainty. In the absence of guarantees
or dialogue between policymakers and private enterprises, in-
vestors will continue to consider other countries for investments
that could have gone to India, imposing an opportunity cost on
the country and hampering its competitiveness.



Policy Recommendations

Reduce PLlIs, Tariffs, and Import Duties

Reducing PLIs would mitigate the inefficient allocation of gov-
ernment resources and help industries with natural competi-
tive advantages thrive. Eliminating these incentives would help
foster a competitive business environment that attracts foreign
investors and cultivate industries that would be more compet-
itive, both domestically and abroad. Reducing or eliminating
tariffs and import duties would make it easier for companies
to manufacture in India, especially in high-tech sectors that re-
quire significant resources and in labor-intensive sectors where
India has existing expertise. Reducing tariffs across the board
would also help provide a predictable business environment
for investors.

Focus on Open Trade Rather Than Industrial Policy

De-emphasizing industrial policy that artificially supports cer-
tain industries, and instead focusing on open trade, would
allow resources to flow to competitive sectors. This would
promote efficiency and innovation and help businesses com-
pete in a fair market environment. Open trade would attract
foreign investment by creating a more predictable and wel-
coming business climate. India should also cultivate trans-
parency (digital processes) and efficiency in its permitting
and clearance process. By utilizing its size and undoing the
red tape it has strung up around its market, India can grow

its economy.

Ensure Knowledge about Single Window for Exports

India recently launched a single window for exports that will help
large companies as well as small firms. However, widespread
education about the program is needed. If micro, small, and
medium enterprises (MSMEs) don’t know the resource is there,
they will never use it, especially as e-commerce exports have
become a promising new avenue for Indian small businesses
to join global supply chains. Many small firms that want to list
their products on Walmart, Amazon, and other global platforms

could get clearances quickly. This will in the long-term diversi-
fy India’s business landscape and help small businesses gain

market share.

Experiment with Innovative Policy Measures

Using its most successful states as labs for ambitious policies,
such as land and labor reforms, would help India limit risk while
optimizing policy effectiveness. These pilot projects would pro-
vide insights and evidence to planners in New Delhi and could
attract international investment and accelerate broad regulatory

improvements.

Make Regulatory Systems

More Predictable and Transparent

Enhancing the predictability and transparency of regulatory
systems would reduce uncertainty for foreign investors and
foster a more attractive business environment. Clear-cut and
consistent regulations would streamline business operations
and compliance, increasing efficiency and reducing costs. In-
dia should also reduce import restrictions and focus on having
consistent tax and tariff regimes. As major players, both public
and private, seek to de-risk supply chains, eliminating outsized
risks from India’s regulatory climate would strengthen US-India
trade relations.

India needs to address the perception that the playing field is
tilted in favor of a select few domestic companies with privi-
leged access to the government. Such perceptions negatively
impact the investment decisions of both foreign and domestic
companies and disadvantage other domestic companies that

don’t have privileged relationships.

Leverage State Capacity

India’s state capacity has gradually increased over the last several
years. India should leverage this capacity to implement and en-
force policies that benefit domestic and foreign businesses. New
Delhi can utilize existing administrative systems for effective busi-
ness governance, including the enforcement of intellectual property
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rights. India should not use its increased state capacity for coercive
actions that create a chilling effect on business and investment.

Build Heavy Infrastructure,

Including Freight Rails and Deep-Water Ports

India should focus on its infrastructure to compete for global
market space with China. Although pillars of Indian industry —
like Maharashtra, Karnataka, Gujarat, and Delhi—continue to
grow, the wealth of globalization should be more equally spread
across the country. Constructing production-ready factories,
increasing transport options to move goods and people, and
building ports to facilitate exports across India are key to devel-

oping a resilient economy.

Facilitate State-Level Relationships

States in India should highlight their areas of expertise, empha-
sizing what they can offer to investors and how effectively they
can address challenges as they arise. Focusing on specifics is

crucial for India to spread its wealth and broaden its skill base.

Focus on Co-development with International Partners

India cannot afford to become isolated in a globalized world.
Access to foreign markets and the ability to become a net ex-
porter is imperative for the success of the Indian market. Focus-
ing on co-development with India’s international partners would
increase economic prosperity, improve access to opportunities

in labor and business, and stabilize international relationships.
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EXCHANGE: IDEAS AND HUMAN CAPITAL

Background

A country’s human capital—the collective skills, knowledge,

and experience of its population in aggregate terms—can be its
biggest strength. As a country of over 1.4 billion people, India
has an advantage on this front. But the full potential of India’s
human capital remains untapped. For India to become a ful-
ly developed economy, reduce poverty, increase employment,
and achieve its foreign policy goals, it needs to invest more in its

human capital resources.

India’s people have benefited not only the nation but also count-
less other countries. It is fitting that the world’s most populous

country has the world’s largest diaspora, with over 17.5 million

Indian citizens living abroad.®® India ranks highest among coun-
tries that benefit from global remittances.®”

While remittances are an important source of foreign currency,
and India benefits from having its citizens in other countries,
the loss of some of India’s best and brightest hampers long-
term growth and development domestically. Many Western
and Gulf countries have benefited from hosting foreign nation-

Photo: A display of the rover Chandrayaan-3, which landed near the
lunar south pole in August 2023, at the Visvesvaraya Industrial and
Technological Museum on March 8, 2024, in Bangalore, India. (Pallava

Bagla via Getty Images)
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als. India, however, hosts a relatively small number of expats,
particularly highly educated foreign nationals who could con-
tribute to its development in fields from science to corporate

governance.

Just as India has benefited from the global exchange of ideas
over the centuries, New Delhi needs to promote the free ex-
change of ideas today. Many American businesses still view
India as an opaque market that is impervious to change and
new ways of doing business. While the government can do
its part to ease investment restrictions and build reliable in-
frastructure, personal connections between business leaders
and corporations would do just as much to promote long-
term growth.

Universities are a key source of human capital. Indians form the
single largest contingent of foreign students in the US,*® and
are well represented in almost every sphere of American soci-
ety and politics. India’s university system is developing rapidly,
creating an opportune moment to strengthen connections with
universities and academic institutions in the United States. Co-
operation between American and Indian universities holds great

potential for both countries.

The Exchange of Ideas and Human Capital
Between the US and India

Growing, but Not to Its Full Potential

Human capital remains a critical linkage between the US and
India, mediating the flow of both ideas and people between
the world’s oldest and largest democracies. In 2022, nearly
269,000 Indian students and 16,000 Indian researchers stud-
ied in the United States.®® Such ties, however, are one-sid-
ed. Despite strong business and tech exchange, the scope
of reciprocal academic interaction between the US and India
has been persistently limited. In the 2019-20 academic year,
only 1,736 American students studied abroad in India.*® De-
spite the advent of new South Asian Studies concentrations
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at many US universities, department chairs of high-ranking
schools note that such fields of study are undertaken largely
by South Asian students.

In recent years, the United States government has incentivized
academic exchanges with India. The 2021 Quad Fellowship
(announced by the partners of the Quadrilateral Security Dia-
logue—India, Japan, Australia, and the US) provides funding
to 100 students in science, technology, engineering, and math
(STEM) fields to study in the United States.’ Both iCET and
the US CHIPS and Science Act of 2022 reinforce the need for
technology development and exchange in critical fields, partially

through workforce education and training.*?

The kind of high-level technology- and information-exchange
initiatives common between Europe and the US since the Cold
War are lacking between Indian academics and their American
counterparts. There are several reasons for that, some historical
and some bureaucratic. During the Cold War, it was easier for
Indian scholars to travel to the Soviet Union; even after the end
of the Cold War, Washington maintained restrictions on sharing
high-end science and technology with Indian scientists and en-
gineers.*® The US State Department has a long backlog of visas
that grew even deeper during the COVID-19 pandemic,* and
the Indian visa system is also prohibitively restrictive for Ameri-
can researchers.

In the United States, moreover, interest in India, both in and out
of academia, lags outside of diaspora circles. India was never
a threat or an ally during the Cold War, so the American ac-
ademe never built the vast scholarship on India that it did on
Russia, China, Europe, or Latin America.*® Similarly, American
security partnerships with South Korea and Japan benefit from
extensive educational and cultural exchanges supported by
world-class institutions, a model that has yet to be fully realized
between New Delhi and Washington. Both nations should do
more to enhance India’s appeal as a destination for academic

and cultural pursuits.



The Promise of GCCs

During the COVID-19 pandemic, many companies set up
global capability centers (GCCs).*®¢ These facilities are de-
signed to increase productivity by placing business support
workers, contact centers, and enhanced information tech-
nology support services in one location. Even after the pan-
demic, many companies continue to use GCCs to improve
efficiency.

In fact, GCCs may be changing the corporate environment and
providing new avenues for employment and revenue genera-
tion. While these centers have historically been employed by
multinational corporations to answer questions for consumers,
a market for addressing technical issues important to India is
starting to form. This rise in demand is likely to allow GCCs to
cater to India’s economic demands, like focusing on solutions

that tackle the rising pollution crisis.

India’s Limitations in Attracting Global Talent

Historically, India has suffered from an outflow of talent to the
US. For New Delhi to achieve its goals, it needs to reverse that
flow and recruit not just returning Indian talent but also talent
from around the world. American soft power, after all, stems in
part from its attractiveness to people across the globe.

India, similarly, needs to open itself up to global talent. Even
if some capable Indians decide to pursue opportunities in the
West, it is possible for the country to entice and welcome the

brightest minds from Africa and East Asia.

But for this to happen, New Delhi needs to strengthen its inter-
nal education systems and make it easier for foreign students
to work in India after completing their education. By promoting
itself as a model for open immigration in the region, India could

become a tech hub capable of competing with the West.

One way for India to attract the best and brightest minds to the
country would be to make it easier for people to obtain non-im-

migrant visas. By removing bureaucratic obstacles, New Delhi
could attract academics and other professionals for short peri-
ods of time. When these academics go back to their home uni-
versities, they would serve as informal ambassadors for India,
informing their peers and encouraging others to travel to India
to research, study, and teach.

The Exchange of Ideas and the
Development of Human Capital

The Corporate Role

Indian information technology service companies have led the
conversation on India’s efforts to establish itself as a tech hub,
somewhat overshadowing the growth of GCCs. But GCCs have
become a force to be reckoned with. Currently, 1,580 centers
exist, and forecasts project that 1,900 will be in business by
2025 and 2,400 by 2030,%” employing roughly 5 million peo-
ple.”® India is also establishing a growing number of series-b

and series-c companies.*®

The country’s human resource advantage can enable rapid
growth for companies operating in India. Many of these compa-
nies stay in the country to contribute to an ecosystem beyond
software, in sectors like hardware, biotech, or pharmaceuticals.
GCCs benefit from this diverse economic ecosystem.

Recent years have also seen a significant increase in the num-
ber of startups in India concentrating on deep technology,
a field focused on providing tech solutions based on sub-
stantial technological or engineering challenges. Notably,
over 3,000 of the 27,000 technology startups in India are in
this field. Many of them face challenges raising capital, given
their substantial wait time for return on investment (ROI).® A
partnership with the United States could be highly beneficial
for these companies. Additionally, the sector stands to gain
from the Indian government’s establishment of a 1 lakh crore
fund—equivalent to X1 trillion ($11.9 billion)—dedicated to
deep tech.®

US-INDIA ECONOMIC TIES: TO THE NEXT LEVEL AND BEYOND



Climate technology presents another opportunity for collab-
oration between India and the United States. Both countries
face substantial climate-related challenges, particularly in ag-
riculture. As climate impacts deepen, the need is growing for
innovation in climate technology. This mutual challenge offers
a unique opportunity for partnership between Washington and
New Delhi.

The application of technology in agriculture also offers a mas-
sive value proposition, not only for India but also globally. This
sector represents another promising area for US-India collabo-
ration, with the potential to address shared needs while gener-

ating significant revenue for both countries.

While significant opportunities exist for India and the US to col-
laborate on technology, these efforts are threatened by regu-
latory challenges, particularly due to inconsistency and unpre-
dictability in the development of new technologies. Indian Al
regulators, for example, recently posted new guidelines gov-
erning this emerging technology only to withdraw them almost
immediately.5? Yet despite an underdeveloped regulatory frame-
work, Indian innovators wish to take aggressive risks in tech

development.

The Role of Nonprofits

Private-sector resources abound in India, and American dollars
support foundations and nonprofits. However, these funds of-
ten face restrictions on their use. At the same time, a new wave
of Indian philanthropy is emerging, with 3.4 million nonprofits
across the country, highlighting how additional money could po-
tentially help address India’s vast needs.®® Local philanthropy is
playing an increasing role and stands to benefit from American

resources.

However, current restrictions, particularly India’s Foreign Con-
tribution Regulation Act (FCRA), cap this potential. These re-
strictions reflect a longstanding mistrust of foreign funding that
dates back to the Cold War.
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Academic Collaboration

While collaboration between Indian and American researchers
is strong in STEM fields, there is significant untapped potential
for partnerships in applied economics, political science, and so-
cial sciences at all academic levels.* This includes collaboration
even at the most basic level of data collection.

One possible reason for this untapped potential could be India’s
historical ambivalence toward foreign ideas and outside involve-
ment in its education sector, often due to concerns about extra-
neous influences in politics. Although there have been attempts
to Westernize or modernize elements of India’s schools, these
have usually been driven by strategic or economic interests.
The prevalence of English speakers in India and institutional
structures broadly aligned with those of the West have led some
to perceive a similarity between India and the US that may not
in fact exist.

Additionally, over the past decade India’s universities have been
marked by increasing litigiousness and restricted academic
freedoms.%® This has made foreign universities—with which In-
dian institutions aspire to partner—more reluctant to invest in
India. Growing sensitivities around the conflict between Hindu
nationalism and liberalism, specifically, have contributed to this
environment of reduced academic freedom in educational in-
stitutions.

Further, there is a widespread perception of distrust in the qual-
ity of data produced by Indian institutions, which has brought
skepticism from foreign researchers.®® Access to data in India
also tends to be quite limited, as Indian researchers are often
more guarded than their American counterparts about publish-
ing findings openly.

Interest in India or the subcontinent in American universities
has traditionally been concentrated in fields like anthropol-
ogy, sociology, and language studies. The departmental-
ized study of India or South Asia is rare in most American



universities, especially in political science and international
relations departments. Further, the abundance of languag-
es spoken in India—Hindi, Sanskrit, Urdu, and Tamil, just to
name a few —makes the study of India difficult in a way that
the study of monolingual countries is not. Thus, deep interest
in Indian studies in the US remains limited to a small group
of people. And since India has long been neither a staunch
ally nor an enemy of the United States, American universities
have historically deprioritized the study of India and Indian
languages. As a result, the foreign universities with which In-
dian institutions of higher learning tend to partner are often

of poor quality.

The opacity and arbitrariness of India’s visa process also disin-
centivize academics and international students from visiting the
country.®” If an aspiring scholar does manage to set up shop in
India, the difficulty of repatriating money earned there means
that his or her challenges have only just begun. These practices
and barriers effectively disincentivize intellectual investment in
the country.

It is just as difficult for prestigious Western universities to es-
tablish campuses in India. Countries that seek such presenc-
es normally work to attract and subsidize educational institu-
tions—see New York University’s campus in Abu Dhabi for one
prime example. Due to a latent Indian fear of American cultural
imperialism, the most likely areas of collaboration between the
US and India will continue to be in technical schools rather than
in the humanities or social sciences.

Policy Recommendations

Make India’s Cities More Attractive to Investors

India is often too difficult for foreign businesses to navigate.
Fixing this starts at the local and state level. States and urban
local bodies (ULBs) should simplify the regulatory and permit-
ting framework for foreign investors and increase funding for
the critical infrastructure upon which key industries rely. Sub-

national governments can make the investment process easier,
and should actively seek partnerships with major international
corporations to create low-regulation laboratories of investment
and innovation.

Leverage Cooperation Among

Subnational Governments

The federal nature of the US and Indian governments pres-
ents underexplored opportunities for collaboration. Rather than
seeking to micromanage economic and cultural cooperation on
a national level, both Washington and New Delhi would do well
to facilitate more state- and city-level connections. State-level
governments are particularly important, as they often have di-
rect power to build infrastructure, issue permits, and fast-track
project reviews. State-to-state agreements can also simplify
cultural and intellectual exchange.

Help American Universities to Play

a Larger Role in Indian Higher Education

Indians have already demonstrated a tremendous appetite for
an American university education: over a quarter-million Indians
are studying in the US during the 2023-24 school year.5® While
bringing the American university system to India is more chal-
lenging than sending Indians to American universities, the op-
portunity for cooperation is real. Study abroad programs could
deepen ties and help put India on the radar of American admin-
istrators. More academic and research cooperation is also an
important step, with the opening of satellite campuses in India a
potential goal that would require concessions from both sides.
Washington and New Delhi should also explore the possibility
of US-India collaboration to set up institutions for technical ed-

ucation.

Strengthen Indian Institutions of Higher Education

Higher education institutions are proliferating rapidly in India,
and government intervention can help them grow. Scam uni-
versities and low-quality degrees increasingly plague the Indian
market, taking advantage of a population hungry for education.
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Here the state can be a constructive actor. A more transparent
and visible system of accreditation would increase trust in the

system and stop Indians from being defrauded.

Yet New Delhi needs to take care to avoid even the appear-
ance of ideological interference. American universities have a
high level of academic independence, and if their Indian coun-
terparts want to attract international partners they have to mirror
this norm. Grants and other forms of state support should not
be contingent on ideological conformity.

Beyond ideological involvement, other forms of micromanage-
ment can also be deeply damaging. In an era when institutions
of higher learning are growing rapidly, the Indian bureaucracy
should allow the free market to function, ignoring the impulse
to centrally plan and pressure universities to fill niches accord-
ing to civil service diktats. In the long term, encouraging inno-
vation and demand-driven growth would build a more robust
and sustainable university system than one driven by micro-
management.

Create a More Open Environment

for Research and Collaboration

New Delhi should work to foster a more open environment for
research and collaboration. The government should publicly
celebrate the role of Indian scientists and academics in inter-
national projects, highlighting them as exemplars. Beyond this,
the state can also ensure the financial viability of research proj-
ects by easing regulations that complicate international grant
proposals and directing research and development funding to

collaborative projects.

Streamline Visa Processes

The two countries’ respective visa regimes are a damaging
barrier to growth. In the US, politically toxic debates over im-
migration have made visa reform challenging, but politicians

should work to demonstrate the value of liberalizing the visa
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regime for Indian academics and thought leaders without be-
ing seen as soft on immigration. Indians and Indian-Ameri-
cans have already played outsized roles as key drivers of US
growth, particularly in tech, and they have more to contribute.
It should be easier for Indians to get short-term visas to the
US. This change would maximize the potential for corporate
and academic cooperation while ensuring that Indian-born tal-
ent still makes its way home.

The Indian visa regime is equally self-sabotaging. Americans
with much to contribute to the Indian economy are needlessly
kept away, due to an opaque bureaucracy and senseless insti-
tutional inertia. There will never be enough American specialists
in India to deprive Indian nationals of professional opportunities.
As such, New Delhi should do more to recruit high-skilled Amer-

ican workers.

Foster Corporate Cooperation

A more open bilateral visa regime would bring a myriad of ben-
efits, demystifying India for American business leaders. Indian
government and civil society leaders should cultivate a web of
bilateral personal ties across corporate sectors, such as by or-
ganizing summits and conferences to bring the best and bright-
est of both countries together.

Attract Global Talent

India should also work to attract and retain talent from abroad and
reverse the outflow of high-skilled individuals to other countries.
An important part of this effort will be making Indians comfortable
with having non-Indian CEOs. Many of the largest companies
in the US are led by foreign nationals; in an era of multinational
corporations, this norm needs to be introduced to India. The In-
dian government should fundamentally alter its approach to the
workforce: rather than thinking of individuals as potential liabilities
or easily replaceable commodities, India has to see human cap-
ital as an asset of national importance. A whole-of-government

change in perspective is needed to retain and attract talent.
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EXCHANGE: TECHNOLOGY

Background

Indian leaders have long championed the country’s technolog-
ical potential, but to achieve its regional and global ambitions,
India will need partners, both in its region and beyond. The ide-
al partner, which shares a similar strategic vision as India and
has the capability to help India achieve its goals, is the United
States. While New Delhi currently enjoys a free trade agreement
with ASEAN, it does not have one with the US, limiting both
countries’ potential for cooperation in defense and technology.

Successive American and Indian administrations have over the
last two decades built the substructure for a strong partnership
in the tech field. The administrations of Prime Minister Manmo-
han Singh and President Barack Obama reaffirmed the impor-

tance of this cooperation when the two leaders adopted the De-

fense Trade and Technology Initiative (DTTI) in 2012.%° Designed

as a groundbreaking program to help the two nations sidestep
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red tape and bureaucratic roadblocks, the initiative highlighted a
renewed American focus on the subcontinent. Other milestones
of cooperation would follow, as Washington designated India a
major defense partner and admitted it to the Missile Technology
Control Regime (MTCR) in 2016.%°

Despite these promising developments, the partnership for
which each side had hoped failed to materialize under DTTI.
Larger projects under the initiative required significant trans-
fers of technology that ultimately proved too difficult. Plans like
those for the RQ-11 Raven mini unmanned aerial vehicle (UAV),
for roll-on and roll-off kits for the C-130 military transport air-

Photo: Sharmila Yaday, a certified remote pilot trained under the gov-
ernment-backed Drone Sister program, operates a drone to spray liquid
fertilizer over a farm in Pataudi, India, on February 29, 2024. (Sajjad
Hussain / AFP via Getty Images)




craft, for mobile electric power systems, and for other defense
products all failed to take flight under DTTI.%" As a result, the
initiative offered only a meager return on investment for low-
scale projects.®?

The initiative lacked a cross-agency framework to facilitate
communication between Washington and New Delhi.®® As a
result, agencies from both governments acted with little coordi-
nation. Therefore, where DTTI once promised to do away with
bureaucratic obstructions, it effectively made communication

more difficult.

Despite the weaknesses of DTTI, Washington and New Del-
hi have not given up on co-development. The iCET, which
the Modi and Biden administrations developed in 2022 and
launched in 2023,5%4 aims to make these development dreams
a reality. The initiative seeks to bolster ties between Indian and
American institutions in a way DTTI never could.

iCET encourages collaborations between governments, aca-
demic institutions, and private sector actors in both countries.
The initiative is designed to give each nation’s national security
advisors key roles in facilitating collaboration between private
sector players and academic institutions. Where DTTI produced
inadvertent segmentation in agencies and institutions, iCET has
given Washington and New Delhi a forum to discuss the tech-
nological innovations they would like to see in the field of de-
fense procurement.

To fully realize the potential of innovation under iCET, several
factors need to align. The private sector, in particular, has a criti-
cal role to play. It holds the key to the cutting-edge technologies
that India seeks, but certain conditions should be met before
private players are willing and able to engage. Most importantly,
the private sector has to see a clear business case for deeper
collaboration. On the academic collaboration front, it is expect-
ed that academia on both sides would focus on the basic sci-
ences involved in these technologies and enrich each other in

developing technology. But this collaboration is limited because
of the asymmetry between the two countries. While the US has
significant depth in many of these frontier technologies, India’s
progress has been more modest.

Additionally, licensing remains a major issue, as US officials fear
that passing sensitive technology to India may inadvertently put
it into Russian hands. This limitation impedes not only defense
procurement but also the exchange of dual-use technologies—
innovations with both defense and commercial applications—

like advanced semiconductors and artificial intelligence.

On top of these concerns, the American private sector must
also deal with India’s domestic policies, some of which limit its
viability as a manufacturing base. High tariffs and a focus on
domestic production make it difficult for manufacturers to make
a profitable return on their products. Schemes like PLIs may
encourage specific sectors, such as drone manufacturers, to
produce within India, but they do so at the cost of India’s global
competitiveness.®

Yet Washington and New Delhi have made efforts to share tech-
nology over the past five years. President Joe Biden and Prime
Minister Narendra Modi issued a joint statement in 2023 placing
technology at the forefront of the US-India relationship.®® These
efforts have already started to bear fruit in the manufacture of
the GE Aerospace F414 engine and India’s Tejas MK2 indige-
nous fighter. These developments have led some experts to say
that the era of technology denial between the US and India is
over.’” The nations’ increasing business-to-business collabora-

tion in electronics is also encouraging.

Assessing the Risks Posed

by Chinese Tech Companies

When discussing technology cooperation between the United
States and India, the specter of a rising China has done much
to drive Washington and New Delhi together. The prospect of
a possible conflict with Beijing along the Line of Actual Control
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and the accelerated pace of Chinese military maneuvers have
motivated India to improve its technological capabilities. For the
US, the possibility of a Chinese invasion of Taiwan presents a
threat of its own, while the coercive behavior of China in the
global market requires the US to rethink how to minimize the
risk of engaging with Beijing.

The US has led the charge in the global campaign to de-risk
from China. For Washington and many of its allies, China pres-
ents an existential threat to the global order, as US Secretary
of State Antony Blinken remarked in a 2022 speech. Blinken
asserted that “China is the only country with both the intent
to reshape the international order and, increasingly, the eco-
nomic, diplomatic, military, and technological power to do it.
Beijing’s vision would move us away from the universal values
that have sustained so much of the world’s progress over the
past 75 years.”® Meanwhile, as Al becomes more powerful, the
US wishes to ensure that China does not dominate the field by
leveraging its position in the global order to extract benefits from
competitors or threaten rivals.

Washington is also concerned that the emergence of Chinese
technologies could undermine US capabilities in the event of
conflict. These fears led Washington to ban US government
contractors from using equipment made by the Chinese com-
pany Huawei.®® The Biden administration has also taken exec-
utive action to prevent the use of sensitive technologies by Chi-
nese firms seeking to bulk transfer the sensitive personal data
of Americans.”

Dependence on China as a manufacturing hub undermines
American interests, as it gives Beijing leverage to act with im-
punity. China’s placement in the global supply chain is also of
concern: a possible Chinese invasion of Taiwan could take out
a key competitor in the semiconductor industry. In response to
these worries, the US has moved to diversify its supply chain,
committing to onshoring and friendshoring efforts that take key
supply chain routes out of China. US Secretary of Commerce
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Gina Raimondo has reaffirmed these efforts, claiming that the
US intends to invest in its domestic chip manufacturing industry
and produce 20 percent of the world’s logic chips by 2030.7
As for friendshoring, the US has begun to look for partnerships
from Europe to Japan, and India has become an important part
of American operations in the technology space.

In a series of speeches in 2022, US National Security Advisor
Jake Sullivan highlighted Al, biotechnology, and green technol-
ogy as industries that are relevant to US national security. This
puts Washington in direct competition with Beijing in important
ways. Al requires semiconductors, and green technology needs
innovation in EVs, which rely upon critical minerals that largely
come from China.”

Washington’s hardline stance comes with its own set of chal-
lenges, however, as companies become concerned with pos-
sible penalties levied against them for operating in China. Thus,
companies today face additional challenges as national security
and industrial policies combine to dictate where they can oper-
ate, increasing the costs they incur, denying them comparative
advantage, and increasing the risks they face.

If the US placed controls on Chinese products because of their
dual-use potential, these restrictions could affect the econo-
mies of US allies like Japan, South Korea, and the Netherlands.
This happened in October 2022 when the US Bureau of Indus-
try and Security (BIS) enacted controls on Chinese exports of
advanced semiconductor manufacturing technologies.” In its
desire to tamp down on its adversaries, Washington runs the

risk of unwittingly stirring resentment among its allies.

Restrictions like those made by the BIS also disrupt the plans of
global industry and Western technology leaders. Among those
affected by the October 2022 controls were American chip
manufacturers Nvidia, Intel, and AMD, which all suffered a loss
of revenue and jobs. Though these companies maintained their
positions as market leaders, the US should aim to enact more



tailored policies against its rivals. This is especially true when
companies struggle to find manufacturing alternatives to China.

Challenges in US-India Tech Collaboration
The unpredictability of India’s policymaking environment marks
a significant challenge to deeper collaboration between India
and the United States in the technology industry. Often, new
policies are introduced without sufficient input from relevant in-
dustries, leading to inconsistencies and uncertainties that deter
foreign investment.

Incoherence in Policymaking

India’s approach to policymaking has been disruptive for busi-
ness. Changes in import tariffs or regulatory requirements asso-
ciated with the Make in India initiative have increased operational
costs and logistical challenges for potential investors. Moreover,
Indian policymaking often suffers from internal contradictions,
as the country’s use of PLIs and import tariffs demonstrates.
Companies are encouraged to produce within India and are
compensated for adding value to the Indian economy. But if
those same companies purchase materials from outside the
country, those incentives disappear.

Tariffs and Trade

India’s current tariff and regulatory regimes limit its competitive-
ness as a tech hub. The country faces a strategic choice: wheth-
er to create a tariff structure that protects the domestic market or
one that promotes India as an export base. This decision is piv-
otal in determining whether businesses find India a more attrac-
tive option than countries such as Vietnam, Taiwan, or Mexico.

High import duties on electronic components have made it ex-
pensive for manufacturers to produce goods in India, leading
some companies to consider relocating their production facili-
ties to countries with lower tariff barriers. To enhance its com-
petitiveness, India should reassess its tariff policies and consid-
er reducing import duties on key components while providing
incentives for domestic production.

New Delhi has begun to realize that simultaneously implement-
ing both its PLI schemes and its current tariff policies is counter-
productive. Its move to reduce import tariffs on certain mobile
phone components signals a positive shift toward promoting
exports. However, further clarity and consistency are needed.

The Unlikelihood of a

Comprehensive Free-Trade Agreement

Given the unlikelihood of a comprehensive FTA between India
and the US in the near term, sector-specific agreements offer
a pragmatic alternative. In September 2024, India was formally
integrated into a US-led initiative—the Minerals Security Finance
Network (MSFN)—that aims to strengthen cooperation among
members to secure supply chains for critical minerals. The MSFN
stems from the Minerals Security Partnership (MSP), established
by the US in 2022. India was inducted to the MSP in June 2023.7

In August 2024, India and the US signed a security of supplies
arrangement, which allows American defense companies to
manufacture and source products from India. The two coun-
tries are also expected to sign a reciprocal defense procurement
agreement, which will “promote rationalization, standardization,
interchangeability, and interoperability of conventional defense
equipment.””® All of these developments will in the long run enable
Indian businesses to participate in government procurement pro-
cess and incentivize American businesses to increase their opera-

tions in India, offering clear benefits tied to specific commitments.

A sector-specific agreement in the field of semiconductor man-
ufacturing is one possibility. The US could provide technical
assistance and investment in India’s semiconductor industry;
in return, India could offer preferential access to the rare earth
minerals essential for semiconductor production. Such targeted
agreements could enhance collaboration and address mutual

strategic interests.

Trade policy remains a significant bottleneck in US-India tech
collaboration. India’s cautious stance on global trade agree-
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ments needs reassessment. Joining and engaging in negoti-
ations for initiatives like the Information Technology Agreement
(ITAB) could position India more favorably in the global tech
landscape. Increased investor confidence and a collaborative
approach with the US could facilitate better terms and more

constructive participation in such agreements.

India’s reluctance to join the ITA2 agreement, which aims to
eliminate tariffs on a wide range of tech products, has limited
its access to global markets.” By reconsidering its position and
engaging in ITA3 negotiations, India could gain access to new
markets and attract foreign investment in its tech sector.

The Broadened Scope of Trade Negotiations

The Office of the United States Trade Representative (USTR) has
broadened the scope of its portfolio to include trade-adjacent
issues like labor rights, human rights, and environmental con-
cerns. This expansive approach complicates trade negotiations
with India. The Biden administration’s focus on national securi-
ty has added another layer of complexity to efforts to deepen
tech cooperation with India, forcing New Delhi to navigate these
broader concerns while aligning its policies with broader strate-

gic and economic goals.

For example, the US has raised concerns about labor condi-
tions in India’s tech industry, which could become a sticking
point in future trade negotiations. Addressing these issues by
improving labor regulations and enforcement could help India
build a more favorable trade relationship with the US. By focus-
ing on enhancing policy coherence, reassessing trade policies,
and pursuing strategic agreements, Washington and New Delhi
can build a stronger tech partnership.

Tech Investment in India

India has emerged as a hub for technology investments, at-
tracting global tech giants and fostering a vibrant startup eco-
system. The Indian government has actively promoted initiatives
such as Digital India and Startup India, which have catalyzed
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the growth of tech investments. Additionally, India’s large con-
sumer market and its pool of highly skilled tech professionals

make it an attractive destination for foreign firms.

India has recently received large-scale investments from mul-
tiple American industry giants. The Center for Strategic and
International Studies reports that Micron Technology, Lam Re-
search, Applied Materials, Google, Microchip Technology, and
Advanced Micro Devices have announced plans to invest bil-
lions of dollars in human capital, infrastructure, and manufactur-
ing in India.” In addition to this growing interest, several other
US-based corporations, like Walmart and IBM, have been op-

erating in India for years.

Challenges for Firms Investing in India

Even with investment increasing, policy coherence remains a
significant hurdle for firms willing to invest in India. Indian regu-
latory agencies routinely fail to communicate relevant rules and
regulations, resulting in diktats that are frequently overlapping
or even contradictory. The process for obtaining the necessary
licenses and permits can be incredibly slow and lead to delays
and higher costs. Moreover, New Delhi’s data protection rules
are labyrinthine and often require firms to make significant ef-
forts and adjustments to comply with vague frameworks. Taxa-
tion and enforcement are also unpredictable and arbitrary, with
government audits and raids of foreign firms occurring without

warning or cause.

In the US, strict export controls governed by the International
Traffic in Arms Regulations (ITAR) limit the extent of technology
transfers. As India moves toward seeking technology transfers
rather than technology sales, especially in the defense indus-
try, ITAR limits the ability of Indian partners to utilize American
platforms. Steep regulatory barriers may also inhibit the extent
of technology transfers. Moreover, following Prime Minister Mo-
di’'s June 2023 visit to Washington, DC, American policymakers
voiced concern over the scope of tech transfers to India, not-
ing that New Delhi was asking for exceptions to longstanding



American regulatory regimes without providing sufficient re-
turns.” In pursuing expanded access to dual-use technologies,
India sought access to platforms that even close US allies, in-
cluding Japan and Britain, do not have.

Policymakers need to also address barriers to human capital.
Visa access remains an issue for would-be investors from each
nation. Long and complex bureaucratic processes stymie the
ambitions of tech, research, and finance professionals, hinder-
ing collaboration and talent exchange.

Current US-India Collaborations

The United States is the third-largest investor in India, with FDI
totaling $63 billion between April 2000 and December 2023.7°
The US is also India’s second-largest trading partner and ex-
port destination after China. In fiscal year 2023, bilateral trade
between India and the US reached a record $128.78 billion.&

The transfer of dual-use, critical, and emerging technology has
arisen as a promising area of the US-India relationship. iCET
has fostered substantial optimism in a growing Indian defense
industry. As the China Plus One strategy has emerged in the
post-pandemic era, American private industry has signaled in-
creased interest in incorporating Indian researchers and manu-

facturers into their value chains.

iCET marks a significant shift in the tone of the US-India tech
relationship. Technology sanctions imposed by the US after In-
dia’s 1998 nuclear tests saw the world’s largest democracy ex-
cluded from a critical phase of global technology research and
development. When Washington lifted these sanctions follow-
ing the signing of the US-India Civil Nuclear Agreement, interest
in facilitating the transfer of dual-use technology between the

two countries rose.

The initiative has garnered acclaim for its role in fast-tracking the
approval of a deal between GE Aerospace and the Indian state-
owned Hindustan Aeronautics (HAL) to coproduce the F-414

engine for the Indian Tejas jet. Negotiations for the American
transfer of the Stryker armored fighting vehicle and Javelin an-
ti-tank system further contribute to the optimism around both
iCET and US-India defense technology ties.®’

Meanwhile, India has invested in its defense manufacturing
economy. Its latest budget, released in July 2024, allocates 75
percent of the 1.29 lakh crore ($15.3 billion) budget to procur-
ing capital acquisitions from domestic sources.®? Despite a net
decrease in defense spending between 2023 and 2024, India’s
latest budget allocates 400 additional crores ($47.6 million) over
the previous year to advanced defense technology develop-
ment schemes.8®

Human capital remains a key link in the US-India defense tech-
nology relationship. Indian Americans have founded approxi-
mately 8 percent of American high-tech firms, and 15 percent
of Silicon Valley startups. Indian Americans lead 2 percent of
Fortune 500 companies, including Alphabet and Microsoft.
First-generation immigrants from India founded 11 percent of
the top 50 Al startups in the US.84

American industry has also invested in human capital in India.
In 20283, the US tech company Lam Research committed to
a ten-year scheme to educate and train 60,000 Indian engi-
neers in nanotechnology and semiconductor manufacturing.®
Applied Materials has also committed to spending over $300
million to establish a collaborative engineering center in India,
pledging “to bring Applied’s engineers together with suppliers
and academic institutions to accelerate development and com-
mercialization of technologies for semiconductor manufacturing
equipment.”e®

These private sector interactions highlight the interest US firms
have in leveraging India’s strengths in deep tech, biotech, and
advanced manufacturing. Venture capital activity in India, par-
ticularly in deep tech, has surged, although challenges remain
in scaling startups and attracting consistent venture capital
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amid infrastructural and regulatory constraints. India’s growing
biotech sector presents opportunities for affordable biomanu-
facturing, despite hurdles in funding and in the enforcement of

intellectual property laws.

Academic and industrial collaboration between India and the
United States could benefit from enhanced coherence and
strategic alignment. While India’s ambition to become a hub for
global data centers and advancements in digital public infra-
structure offer new avenues for cooperation, these aspirations
are tempered by concerns over data protection, cybersecurity,
and transparency.

To capitalize on these opportunities, both New Delhi and Wash-
ington should focus on resolving trade disagreements, enhanc-
ing policy coherence, and creating clear frameworks for regula-
tory and licensing processes. Building capacity in bureaucratic
institutions, aligning strategic goals, and fostering an environ-
ment conducive to innovation and investment are other crucial
steps.

Opportunities for transfer and investment abound for both
India and the United States. The startup ecosystem in both
nations, with reform, could prove promising for venture capi-
tal. As the US seeks to decouple from China, India’s biotech
industry could prove vital in manufacturing and developing
vaccines and antibiotics. With the emergence of state and
nonstate cybercrime, cybersecurity provides another fruitful

avenue for cooperation.

Strengthening the Startup Ecosystem

India’s startup ecosystem has seen remarkable growth in the
past decade alone: India has over $10 billion in venture capital
activity and has seen a 200 percent increase in degp-tech start-
ups since 2017.8” Despite ongoing challenges afflicting venture
capital in India, startups in defense, biotech, and cybersecurity
can offer American industry and investors ample opportunities
to capitalize on emerging geostrategic needs.
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In the absence of domestic buyers for indigenous deep tech in
India, the Innovation for Defense Excellence (IDEX) initiative has
boosted the startup ecosystem by providing small-scale grants
to startups addressing critical defense challenges. Startups that
successfully deliver solutions are guaranteed procurement con-
tracts exceeding the amount of the initial grant or loan allocation.

For its startup ecosystem to thrive, India needs to build its ca-
pacity for tech development in universities, labs, and the public
sector. A limited understanding of technical concepts among
many public employees currently hinders effective policymaking

in many government ministries.

Poor oversight of mergers and acquisitions substantially limits
access to venture capital in India. Venture capital and private
equity professionals often lament the wave of companies relo-
cating from India to the US to take advantage of a more friend-
ly investment climate. This practice, known as “flipping,” often
occurs when founders are looking to sell their startups and find
themselves hindered by an overregulated market. For India to
maintain its wealth of startup capital, it should permit the found-
ers of startups to sell to Indian companies, lest it risk the contin-

ued flight of valued capital overseas.

Effective policymaking and capacity building will permit inves-
tors to support India’s startup ecosystem. Cooperation in bio-
tech and cybersecurity holds potential as an avenue of US-India
cooperation.

Biotech Cooperation

Biotechnology presents a fruitful yet underutilized area of po-
tential cooperation between Washington and New Delhi. Short-
ages of crucial materials needed to produce vaccines during
the pandemic highlighted the importance of stable and secure
supply chains located domestically or among trusted trade
partners. As American industry seeks to decouple from China,
India provides a potential solution to its major supply chain and
research challenges.



India’s biotechnology sector is rapidly growing. The world’s old-
est democracy hosts over 760 biotech companies that support
over 800 products and technologies. India’s biotech industry
is forecast to grow to $150 billion by 2025 and $300 billion by

2030, with a compound annual growth rate of 17 percent.®

The US invested $1.2 billion in biotech projects as part of its
National Biotechnology and Biomanufacturing Initiative.®® India,
for its part, announced an exclusive biomanufacturing scheme in
its recent budget.®® Collaborative efforts between the American
National Science Foundation and the Indian Department of Bio-
technology highlight the potential for joint ventures between the
two nations. Although India boasts a growing biotech sector—
with over 6,000 startups and more US Food and Drug Adminis-
tration—approved plants than any other country —limited venture
capital and political support make scaling startups challenging.®!

Emerging biotech could impact seven of the top ten traded
products between India and the US, including pharmaceuticals,
plastics, apparel, and organic chemicals. Synthetic biology
holds the potential to transform these sectors and create un-
precedented opportunities for cooperation.

To foster and enhance biotech cooperation, Washington and
New Delhi should increase manufacturing capabilities through
advanced purchase agreements and better incentive struc-
tures. This would mitigate risk for startups, ease the cost of
building biomanufacturing infrastructure, and leverage India’s
strengths in affordable scaling. India should also explore the
possibility of setting up a biomanufacturing hub with its part-
ners in the Quad. To improve confidence and interest from US
venture capital and private industry, India should also strength-
en the enforcement of intellectual property laws and bolster its
domestic patent systems and courts. Enabling foreign partners
to protect their investments would create a friendly investment
climate, not only for biotech but also for all other industries.
In biosecurity, the focus should be on cooperation rather than
competition. The US-India biosecurity agenda should prioritize

enhancing pandemic preparedness and developing a uniformly
trained workforce. India should ensure policy coherence and
strengthen its bureaucratic capacity to fully leverage this oppor-
tunity for collaboration.

Cybersecurity Cooperation

Cybersecurity presents another potentially fertile area for co-
operation. The July 2024 CrowdStrike service outage, which
brought global infrastructure to a grinding halt, highlighted
ongoing vulnerabilities in shared systems and platforms. The
emergence of China as a malicious actor on the cyber front
provides an opportunity for the US-India security relationship to

expand into the digital realm.

A market forecast from investment management company JLL
suggests that the rise of Al will attract over $5.7 billion in invest-
ment to India’s data center industry by 2026.92 New Delhi’s goal
of becoming a global data center hub and service-based econ-
omy creates substantial opportunities for joint US-India efforts

in cybersecurity.

Despite these opportunities, roadblocks to effective US-India
cybersecurity collaboration remain. Differences in data protec-
tion policies and concerns over digital sovereignty complicate
cooperative efforts. India’s digital public infrastructure (DPI) proj-
ects raise questions among American policymakers, investors,
and private industry about transparency, data collection, and
usage controls. Washington’s inconsistent tech regulations and
data privacy protections weaken trust on the India side. Joint
dialogues, clear communication, and the alignment of strategic

goals in the digital theater would reduce points of friction.

India’s Information Sharing and Analysis Center (ISAC), a non-
profit cybersecurity research institute and watchdog, provides a
joint platform for threat reporting and information sharing.®® Fur-
ther joint initiatives across industry, government, and non-gov-
ernmental organizations could help India and the US expand
their cyber relationship.
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Bridging Departmental Gaps

Recent policy changes suggest that government officials recog-
nize the need for change. The recent reduction in import tariffs on
mobile phone components reflects a shift toward greater open-
ness. However, poor coordination between New Delhi’s Ministry
of Electronics and Information Technology (MeitY) and Ministry
of Commerce and Industry often results in conflicting regulations
and inconsistencies that stifle innovation and investment.

Additionally, capacity building within bureaucratic institutions
remains a critical challenge. India would benefit greatly from
improved coordination among departments, such as Com-
merce and MeitY, to ensure coherent and consistent policy-
making. Enhancing the capacity of regulatory bodies to man-
age and implement policies effectively would support India’s
ambitions of becoming a global leader in technology and

manufacturing.

Policymakers often lack the technical expertise to effectively
regulate technology. Indian regulatory bodies, for instance, still
have not developed a comprehensive list of deep tech innova-
tions. Investing in training and development for government of-
ficials and fostering inter-departmental collaboration can equip
policymakers with the technical expertise they need.

On the American side, investors and private industry are rou-
tinely confused by shifting national security objectives. This cre-
ates substantial regulatory uncertainty. Policymakers from both
countries should do more to ensure policy coherence in the do-
main of dual-use technology.

Policy Recommendations

Ensure Policy Coherence

Policymakers in New Delhi need to reconcile their desire to
encourage domestic manufacturing with their goal of creating
a genuinely competitive market. Additionally, India should en-
hance its bureaucratic capacity and make taxation and enforce-
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ment more predictable. Firms cannot comply with vague rules
and regulations.

Reconsider ITA3 and Resolve Trade Disagreements

By re-engaging in ITA3 negotiations, India could gain access
to new markets and attract more foreign investment in its tech
sector. Its 2023 resolution of outstanding WTO disputes was a
good start. Both Washington and New Delhi should aim to re-
duce tariffs, regulatory impediments, and unenforced violations
of intellectual property laws.

Focus on Emerging Technologies

The US and India have recognized the benefits and dual-use
potential of emerging technologies, including Al. Both govern-
ments should facilitate cooperation in research and develop-
ment for emerging tech and update regulatory frameworks to

reflect the changing economic landscape.

Formulate a Coherent Approach

to US-China Tech Competition

Since the Trump administration drew greater attention to Chi-
na’s threat to the rules-based international order, American na-
tional security priorities have shifted. This shift has been met
with a mixed reception in the private sector, for which China
remains a vital business partner. By establishing a coherent and
clear approach to US-China tech competition, Washington and
New Delhi can help the private sector invest and trade in ways
that are aligned with each nation’s national security interests.

Encourage Exports and Acquisitions

Currently, the regulatory climate in India makes acquisition and
manufacturing difficult for foreign nations. Strategic deregula-
tion can make India competitive with Vietham and Mexico as
export-based economies.

Increase Support for Biotech
Biotech is an emerging yet underexploited field that carries sig-
nificant opportunities for American industries looking to detach



from China. Incentives like advanced purchase agreements and
the strong enforcement of intellectual property laws would drive
growth in this industry. India should explore the possibility of
setting up a biomanufacturing hub with its partners in the Quad.
The US-India biosecurity agenda should also prioritize enhanc-
ing pandemic preparedness and developing a uniformly trained
workforce.

Streamline Visa Processes

Washington and New Delhi should reduce barriers to the effec-
tive maximization of human capital. Long and complex visa ac-
quisition processes are a barrier for tech, research, and finance
professionals, and hinder collaboration and talent exchange.
Both nations should make it easier for an ambitious worker to
get a visa.
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EXCHANGE: METHODS AND MECHANISMS

“We have no eternal allies, and we have no

perpetual enemies. Our interests are eternal and
perpetual, and those interests it is our
duty to follow.”

—Lord Palmerstone, British Prime Minister, 1848

Background

Favorable geopolitical currents have deepened the US-India re-
lationship over the past two decades. For the two countries to
build even stronger ties that can better withstand geopolitical

and domestic crosscurrents, they need to first build trust.

Political Trust Between India and the US

“We have no eternal allies, and we have no perpetual enemies.
Our interests are eternal and perpetual, and those interests it
is our duty to follow.”®* These words, spoken in 1848 by Lord
Palmerston, reflect the idea that in international relations there

are no permanent friends or enemies, only permanent interests.
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Yet even states that cultivate relationships based on shared in-

terests require trust to collaborate effectively.

After 77 years of diplomatic relations, how deep is the level of
trust between the world’s oldest and largest democracies? De-
spite a strategic partnership that has deepened over the last
two decades, India and the US have salient differences on the
economic and strategic fronts. Historically, India has been pro-
tectionist and skeptical of trade and, as a post-colonial country,
keen to maintain its strategic autonomy and avoid entangling
alliances. India’s geography also demands a dual focus on the
Eurasian and maritime spheres, and a more accommodating
view of Russia than Washington at times prefers. For both
countries, China remains a key threat and an important driver of
military, economic, and technological cooperation.

Photo: Visitors try Apple devices displayed during the inauguration of
the first Apple Store in India on April 18, 2023, in Mumbai, India. (Ans-

human Poyrekar / Hindustan Times via Getty Images)



Trusted Partners?

For New Delhi and Washington to build a partnership based on
trust, it is critical to understand how both countries identify their
most trusted partners.

Analysts have often discussed whether values or interests define
the relationship between the United States and India. Though In-
dia prides itself on being the world’s largest democracy, its foreign
policy has always been based on considerations of realpolitik
rather than ideology. The United States, on the other hand, has
historically felt most secure in partnerships that involved shared
values and democratic inclinations. For the last several years,
many analysts have worried that eroding democratic norms and
attacks on minority rights in India could cause friction in its rela-
tionship with the US; after all, one of Washington’s benchmarks
for considering a nation a trusted partner has been whether that
country adheres to democratic principles. India’s successful elec-
tions in May and June 2024 went a long way to demonstrating

the strength of its democracy and assuaging American concerns.

But the debate over Indian democracy emphasizes how, from a
traditional American perspective, convergences in geostrategic
objectives that lack shared underlying values will always put a
ceiling on an alliance’s potential. Though Saudi Arabia has been
an American ally since the Cold War, for example, the nation’s
different values and systems of governance have limited the ex-
tent of its partnership with the US.

For India, however, shared values are less important than com-
mon security concerns. When assessing a potential ally, India
poses litmus tests: do the countries align on Pakistan, Kash-
mir, and, increasingly, China? Over the last two decades, the
United States has proven that it is a dependable partner for
India, most recently seen during the India-China border conflict
in 2020, when, according to one analysis, the US provided both
diplomatic and material support to India. “The United States
provided information and intelligence and expedited delivery

of equipment, including two MQ-9B surveillance drones and

specialized gear for extreme cold weather conditions.”® This
confidence-building measure highlights how important shared

security concerns are for New Delhi.

It also illustrates how the United States and India have both
shared values and shared interests. As two multi-religious and
multi-ethnic democracies, the two countries have much in com-
mon in the people-to-people sphere. Since the end of the Cold
War, however, the two countries have also had shared threats.
The military and economic rise of China has deepened the

US-India partnership in ways that no planned initiative could.

China’s emergence has reinforced how American policymakers
have long seen India as a partner to counter the ambitions of
Beijing. During the 1962 India-China War, the United States and
United Kingdom supported India with both military and eco-
nomic aid, while the Soviet Union, an ally of communist China,
remained on the sidelines.

Additionally, every American National Security Strategy for the
last two decades has emphasized the importance of India as an
American partner, placing it at the core of a network of partner-

ships and alliances across the Indo-Pacific region.

Yet New Delhi and Washington consider Beijing from different
perspectives. India’s shared border with China, coupled with its
asymmetric force posture and unrealized great power aspira-
tions, means that the world’s largest democracy does not oper-
ate with the same strategic assumptions as the world’s oldest.
To ensure a lasting relationship with the United States, India
may need to tolerate Washington’s different approaches to the
asymmetric threat Beijing poses.

Recent developments suggest reasons for optimism about the
US-India relationship. The emergence of iCET, the inauguration
of the Indo-Pacific Economic Framework for Prosperity (IPEF),
and growth in bilateral trade and people-to-people relations
herald a stronger bond.
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iCET, in particular, has galvanized both nations. GE Aerospace’s
memorandum of understanding with Hindustan Aeronautics to
coproduce F-414 fighter jet engines in India, as mentioned earli-
er, has electrified defense planners in Washington and New Del-
hi alike.®® The success of this joint venture demonstrates how
New Delhi is seeking opportunities for confidence building with
Washington.

The US and India are learning to work with each other. While the
threat of Chinese encroachment on their spheres of influence
may be driving New Delhi and Washington together, the two na-
tions share enough interests and values so that the relationship

can deepen in the coming years.

Increasing Trust Between India and the US
As the West continues to accuse China of “market distorting
practices,” Washington is likely to continue its search for trusted
partners in Asia.®” As one recent report assessed, “Because of
the size of its economy and the volume of its trade, the PRC
. is uniquely positioned to be able to use its state-directed
approach to the economy to eliminate foreign competition and
amass market power.”®® This approach, to say the least, does

not sit well with American policymakers.

Accordingly, then President Obama certified India as a major
defense partner in 2016, and iCET aims to facilitate a trade
dialogue and the exchange of critical high-level technology.®®
Developments in defense technology cooperation that would
have been previously unlikely, such as the authorization of the
aforementioned GE engine deal and increased investments in
semiconductors, now propel the relationship between Wash-
ington and New Delhi forward.

Indian companies are also becoming part of the global supply
chain for US companies. Micron now has a $2.75 billion chip
factory in Guijarat. Last year, India’s defense industry totaled $2
billion in exports, 35 percent of which went to partners in the
US. 60,000 Indian workers in the semiconductor industry are
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being trained by American experts in India.'® These exchanges
help build trust between the two nations.

Political, Diplomatic,

and Security Engagement

While the relationship between the US and India needs time to
develop into a trusted partnership, political, diplomatic, and se-
curity engagement between the two countries is arguably deep-
er than it has ever been. Engagements like the 2+2 ministerial
dialogues between the US secretaries of state and defense and
their Indian counterparts have strengthened the bilateral rela-

tionship.

Not only has iCET helped the two countries further their rela-
tionship by fostering a technology ecosystem that is open, ac-
cessible, and secure, " but it also created momentum for the
formation of a bilateral Defense Industrial Cooperation Road-
map.'® The roadmap outlines priority technologies for the two
countries, such as engines and munitions.

The GE deal is one result of these engagements,'® coming as
it did only eight years after the Obama administration designat-
ed New Delhi as a major defense partner.'® Forming a strong
defense relationship with India further is important for the West
because the country is the world’s largest importer of global
arms (see figure 3).1%

With support and technical assistance from the US, India could
produce more home-grown military equipment without relying
on foreign sources, like Russia, than it has in the past. New
Delhi, for its part, hopes to maintain its non-alignment policy
while bolstering its unique relationship with the US and receiving

technology to reach its strategic goals.

In addition to expanding opportunities for established players in
the Indian defense market like Hindustan Aeronautics, another
initiative has opened an innovation bridge between American
and Indian startups. Formally known as INDUS-X, the initiative



Figure 3. Share in Global Arms Imports
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provides funding to Indian companies for public-private part-
nerships involving the US government.'® To catalyze this ef-
fort, Washington and New Delhi held a two-day summit in early
2024,"°" and announced multiple projects after its conclusion
involving Al, drones, semiconductors, and UAVs. %

INDUS-X and iCET have made it clear that both nations prioritize
long-term research and development cooperation,'® especially
in maritime security and intelligence, surveillance, and reconnais-
sance (ISR) efforts. While India’s navy may be underdeveloped,
there is an understanding that it needs to improve to reach its
lofty goals.® With the specter of a rising China threatening the
Indo-Pacific, the maritime arena bears close monitoring.

A strong partnership between the world’s largest and oldest
democracies brings significant benefits to both countries. The

large number of non-resident Indians (NRIs) in the United States
only bolsters this bond. When Modi came to Washington, he
received a warm welcome from NRIs, many of whom maintain
strong connections with India even if they are not currently In-
dian citizens.™"

Yet while the relationship between the United States and India
is arguably stronger than ever, sources of friction still threaten
to disrupt it.

The relationship between India and Russia will continue to trou-
ble the US-India partnership. Washington understands that
New Delhi views Moscow as a counterbalance against Chinese
dominance of the Eurasian landmass. While American policy-
makers would like to wean New Delhi off its military depen-
dence on Moscow, they know this will take time. India’s bonds
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with Russia are a longstanding legacy of the Cold War, when the
Soviets helped build India’s military capacity while Washington
chose to arm Pakistan.

Just as New Delhi is cognizant of the importance of its bonds
with the US and the threat from China, it is also pragmatic
about its relationship with Russia. Over the last decade, India
has begun to reduce its dependence on Russian equipment:
in addition to Russia, the top four suppliers of defense equip-
ment to India include Israel, France, and the US. India’s larg-
est challenge is that many of its critical legacy platforms, such
as tanks and submarines, continue to be of Russian origin.'?
While many expressed surprise that India did not criticize Rus-
sia’s invasion of Ukraine, New Delhi has always been reluctant
to involve itself in any conflict outside its immediate region. And
even though India has avoided public criticism of Moscow,
Modi has expressed his concerns in meetings with Russian
President Vladimir Putin.

India’s continued skepticism of American ties with Pakistan will
also impact New Delhi’s willingness to trust the United States,
while Washington'’s view of Russia as a malign actor will limit the
extent to which any US administration will share military tech-
nology with a country that still purchases Russian equipment.
These differences, while not to be minimized, will not prevent
fruitful collaboration.

Both countries are also constrained by domestic political con-
cerns. While India’s Ministry of External Affairs is certainly capa-
ble, it is remarkably small compared to the US Department of
State. As a result, Indian diplomats have a limited bandwidth to
engage with global partners. Similarly, India lacks the person-
nel to closely monitor developments in the United States, and
often lacks a bureaucratic understanding of how the American

system functions.

Additionally, while the US and India have a similar vision of the
threat China poses, their attitudes differ toward Afghanistan,

42 | HUDSON INSTITUTE

Pakistan, and Bangladesh. For India, the American presence
in Afghanistan maintained pressure on Pakistan and contained
terrorist threats. So according to New Delhi, the US withdrawal
from Afghanistan created a regional security vacuum that hurt

Indian interests.

Moreover, India and the United States still have to grapple with
their complicated collective past. New Delhi’s coziness with
Moscow and Washington'’s relationship with Islamabad contin-
ue to be points of contention. Both nations would be wise to
address such differences discretely. Issues that grab the media
spotlight could cause public controversy and thus raise politi-
cal pressure, which could derail years of diplomatic efforts and
trust-building.

Any relationship has its disagreements. As India and the US
pursue closer ties, the two nations should facilitate further dia-
logue and address any disagreements as they arise.

Trade and Investment Frameworks

Economic ties between the United States and India have
grown to reflect the complex interplay of trade interests, geo-
political considerations, and technological advancements
that define the twenty-first-century global order. As two of the
world’s largest democracies and economies, the relationship
between Washington and New Delhi has far-reaching impli-
cations for international commerce, technological innovation,
and strategic balance, particularly in the Indo-Pacific region.
As both nations grapple with the challenges posed by Chi-
na’s ascendancy, climate change, and the disruption of global
supply chains, their collaboration has taken on new dimen-
sions. Over the past two decades, this relationship has un-
dergone a notable transformation into a more nuanced stra-

tegic partnership.

The two nations’ recent settlement of seven long-standing
WTO disputes marks a significant milestone in their evolving
economic relationship. By opting to negotiate solutions rather



than rely on the traditional WTO dispute settlement mecha-
nism, India and the US demonstrated a willingness to priori-
tize direct discussions. The negotiations, which encompassed
sectors such as steel, aluminum, renewable energy, solar
products, and exports, reflect a strategic accommodation of
mutual interests.

Both nations made significant concessions to reach these
agreements. For instance, the United States agreed to grant
market access to Indian steel and aluminum products under
the exclusion process of Section 232 of the Trade Expansion
Act of 1962. In return, India agreed to remove retaliatory tariffs
on certain American products. This reciprocal arrangement is
expected to have substantial economic benefits: India’s steel
and aluminum exports are set to rise by approximately 35 per-
cent.'® Washington made its decision to lower its steel and alu-
minum duties to benefit India, despite the potential cost to other
trading partners.

That the two nations were able to resolve these disputes is
due in part to the success of the TPF. Established two de-
cades ago, the forum has matured into a robust platform
for addressing bilateral trade issues. With five active work-
ing groups focusing on tariffs, non-tariff barriers, agricultural
issues, and other critical areas, the TPF facilitates technical
discussions and decision-making, and has brought tangible
outcomes in trade.

Other recent developments have also fostered cooperation in
critical sectors such as semiconductors, pharmaceuticals, and
clean energy. The India-US Commercial Dialogue, for instance,
produced a memorandum of understanding that led to signif-
icant US investments in India’s semiconductor industry, rein-
forcing both countries’ goals of diversifying and securing their
supply chains, particularly in high-tech sectors. The additional
establishment of the US-India Strategic Trade Dialogue reflects
the growing importance of technology and export controls in
the bilateral relationship. The dialogue aims to increase aware-

ness of US technology controls among Indian tech users and
facilitate smoother trade in sensitive technologies while also ad-

dressing security concerns.

Though India has opted out of the trade component of IPEF,
its participation in other areas of the initiative—supply chains,
clean energy, infrastructure, tax, and anti-corruption—signifies
a commitment to regional economic cooperation. The June
2023 IPEF ministerial, moreover, established common working
groups in areas such as clean technologies and supply chains,
indicating potential for progress despite the framework’s lim-
itations. India’s selective engagement in the forum reflects its
strategic priorities and its cautious approach to international
agreements.

Looking ahead, several areas show promise for future coop-
eration, including foundational agreements on critical miner-
als, customs facilitation, and high-tech trade; a willingness to
address non-tariff barriers; increased inspections from the US
Food and Drug Administration; Washington’s potential res-
toration of Generalized System of Preferences (GSP) benefits
for India; ongoing discussions on a social security totalization
agreement; and efforts to recognize India as a designated na-
tion under the Trade Agreements Act.

Despite these positive developments, challenges remain. The
uncertain future of IPEF and the unlikelihood of a comprehen-
sive US-India FTA in the near term underscore the need for
continued bilateral economic engagement. While both nations
frequently emphasize the importance of their relationship, they
lack specific, measurable targets that would allow them to de-
fine success. This makes it difficult to assess progress and ad-
just strategies accordingly.

While the US-India relationship is often described in terms
of shared values and democratic principles, these abstract
concepts do not guarantee concrete economic outcomes;

without well-defined goals, the partnership risks strategic
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drift. Moreover, the nations’ economic relationship suffers
from a lack of imagination in exploring new areas of coop-
eration. Despite the vast potential for collaboration between
the world’s largest and oldest democracies, most bilateral
trade efforts remain focused on [T services, diamonds, and
minerals. There has been little innovation in identifying new
areas of mutual benefit, particularly in non-defense civilian
areas. While some progress has been made in the trade of
LNG, other potential growth sectors such as rare earth min-
erals, semiconductors, and advanced manufacturing remain

underexplored.

Moreover, while China’s emergence as a common adversary
has brought the US and India closer, basing a long-term part-
nership on countering Beijing is inherently reactive and poten-
tially unstable. Geopolitical dynamics are fluid, and a shift in
China’s global posture could disrupt ties between Washington
and New Delhi. A more robust and sustainable partnership
built on positive mutual interests would prove more stable in
the long term than a union based on confronting a shared

adversary.

A focus on China could also lead the US and India to focus
on national security concerns at the expense of trade. Over
the past several years, each country’s national security ad-
visor or external affairs minister has made many more visits
to their counterpart than either nation’s trade representatives
have made. This suggests that trade and economic issues are
being treated as secondary concerns, potentially undermining
the foundation of a comprehensive bilateral relationship. This
signals to stakeholders that trade policy is subject to shifts
in national security priorities, slows progress on key trade
initiatives, and limits exploration of new areas for economic
cooperation. Despite the establishment of multiple dialogue
mechanisms, such as the TPF and IPEF, the neglect of eco-
nomic concerns is why bilateral trade between India and the
US stood at $118.8 billion in 2022 despite its potential for
greater growth.
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As mentioned previously, New Delhi’s defense ties with Moscow
also present obstacles to the growth of bilateral trade between
the US and India. For India, it is important to maintain a diverse
set of defense partners. New Delhi’s negative experience with
US sanctions over its nuclear weapons program has driven it to
avoid overreliance on any single country. Diversification in de-
fense procurement not only ensures a steady supply of military
equipment but also provides strategic autonomy, allowing India
to pursue its foreign policy goals without undue external influ-
ence. But this policy makes Washington wary of providing New
Delhi with cutting-edge defense technologies that could end up
in Russia’s hands.

Nonetheless, the US-India defense relationship has made
considerable strides. Washington has become an important
defense supplier to India and has signed defense contracts
worth over $20 billion since 2008.'"* Moreover, endeavors
such as the DTTI and recent agreements underscore the
deepening defense ties between the two countries. Yet the
gradual and conditional nature of defense technology trans-
fers between the two countries —often accompanied by strin-
gent end-use monitoring and compliance requirements—
underscores how both nations have yet to fully embrace
each other.

Bilateralism and Minilateralism

The last several years have seen bilateral efforts to build trust
assume new significance in US-India relations, particularly
when it comes to technology cooperation. In the post-pan-
demic era, and amid growing concerns about China’s eco-
nomic influence, both countries have prioritized building re-
silient supply chains and technology ecosystems. India’s
decisions to exclude Chinese vendors from its 5G network
infrastructure and establish an office in its National Security
Council to vet technology vendors underscore this shift. To-
day, American and Indian professionals work together on cut-
ting-edge technologies, in a tangible manifestation of cooper-
ation on the ground level.



This focus on high-stakes collaboration in specific sectors
follows the bilateral or minilateral approach that has arguably
been more effective in building trust than traditional trade nego-
tiations in larger forums. The growing emphasis on one-on-one
or minilateral frameworks that involve smaller groups of states
working together on specific issues allows both India and the
US to advance shared interests while navigating domestic po-
litical constraints and divergent positions on certain global con-
cerns. Initiatives like IPEF and iCET exemplify this approach
by focusing on areas of mutual benefit such as supply chain
resilience, clean energy, and next-generation technologies.
These targeted collaborations allow both nations to address
shared concerns without the constraints of broader multilateral
institutions.

The effectiveness of the minilateralist approach is evident in
agreements like the GE jet engine deal. As global challenges
become more complex and traditional multilateral institutions
suffer gridlock, minilateral arrangements are becoming a defin-
ing feature of contemporary global diplomacy.

Similarly, Washington and New Delhi's unprecedented set-
tlement of their WTO disputes outside of that organization’s
dispute resolution framework is likely to influence how other
nations resolve trade differences. The resolution of these dis-
putes marks a notable departure from the acrimony that has
historically characterized US-India trade relations. It signals a
new era of pragmatism and cooperation, driven by mutual rec-
ognition of the strategic importance of a successful economic
partnership. This shift toward bilateral problem-solving comes
at a time when many question the efficacy of multilateral trade
institutions and highlight the potential effectiveness of minilateral
frameworks.

Since political and economic complexities make a comprehen-
sive FTA between the US and India unlikely for the foreseeable
future, both nations have shifted their focus to building cooper-

ation in specific areas of comparative advantage. The empha-

sis on these strategic areas reflects a recognition of the United
States’ critical role as the world’s largest economy and con-
sumer market, as well as an appreciation of its deep capital
markets.

Historical precedents underscore the transformative potential of
access to US markets. Western Europe’s economic growth in
the 1950s and 1960s, Japan'’s rise throughout the mid-1980s,
and China’s recent economic transformation were all accelerat-
ed by liberal access to the United States. For India, leveraging
similar opportunities—even if doing so requires occasional con-
cessions—could be crucial for its economic growth. Minilateral
initiatives provide India with more opportunities to access US
markets.

Minilateralist endeavors have allowed India to reap benefits in
other ways. India’s participation in the Artemis Accords, a se-
ries of non-binding initiatives between the US and other nations
establishing the norms to be followed in the use and explora-
tion of outer space, illustrates New Delhi’s willingness to engage
in international agreements outside traditional United Nations
structures. By joining the Artemis Accords, India not only aligns
itself with US-led technological partnerships but also asserts its
growing space capabilities on the international stage. Similarly,
New Delhi’s participation in the 12U2 grouping (India, Israel, the
United Arab Emirates, and the United States) shows its willing-
ness to consider new approaches to regional cooperation. This
initiative allows India to deepen its engagement in the Middle
East alongside the US.

The India—Middle East-Europe Economic Corridor (IMEC) pro-
vides another example of how New Delhi is using minilateral
initiatives to pursue its expanding strategic and economic in-
terests. The IMEC initiative helps position India as a key player
in reshaping global supply chains and trade routes. By offer-
ing an alternative to China’s Belt and Road Initiative, this proj-
ect underscores New Delhi’s proactive approach to regional

economic integration and infrastructure development. India’s

US-INDIA ECONOMIC TIES: TO THE NEXT LEVEL AND BEYOND



involvement in the negotiations between Israel and the United
Arab Emirates that ultimately resulted in the Abraham Accords
marks another significant diplomatic shift toward greater flexi-
bility and engagement.

IPEF offers an additional demonstration of the potential of mini-
lateral approaches. The framework offers a flexible structure for
regional economic cooperation that addresses contemporary
challenges in global trade. By focusing on supply chain resil-
ience, clean energy, and digital standards, IPEF aims to cre-
ate a more inclusive and sustainable economic architecture
in the Indo-Pacific region. India’s participation in the initiative,
though selective, reflects its desire to shape regional economic
norms. lts focus on practical, project-based cooperation, fur-
thermore, demonstrates a shift toward tangible outcomes rath-
er than broad, aspirational agreements, and potentially offers a
much-needed counterbalance to China’s growing influence in
the region.

The US and India have significantly expanded the scope of their
partnership, doing more together now than ever before. Their
shift toward bilateral and minilateral frameworks extends to ef-
forts in deregulation, particularly in sectors like energy and cap-
ital markets. By demonstrating policy consistency and creating
globally relevant financial centers such as Gujarat International
Finance Tec-City (GIFT City) aims to enhance its attractiveness

to American capital.

Finally, the Quad has emerged as a pivotal minilateral arrange-
ment that goes beyond conventional security cooperation to ad-
dress critical economic and technological issues as well. Its fo-
cus on strategic sectors underscores a fundamental shift in how
its participants perceive and approach economic partnerships.
Unlike traditional trade agreements, which often focus on mar-
ket access and tariff reductions, the Quad entwines economic
cooperation with broader strategic objectives. These include
efforts to enhance supply chain resilience, develop critical tech-

nologies, and promote infrastructure investment in the region.
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The Quad’s joint statements and working groups consistently
highlight the importance of building trust among its members
by setting standards and developing norms for emerging tech-
nologies and economic practices. Working together on cyber-
security, Al, quantum computing, and space-related technol-
ogies, Quad members are positioning themselves to play a
significant role in shaping the economic order of the future. The
Quad, like the Artemis Accords, demonstrates how strategic
cooperation through minilateral frameworks can directly influ-
ence India.

However, it is important to note that while minilateral efforts
like the Quad offer significant opportunities, they also present
challenges. Without coordination, the existence of multiple
overlapping minilateral arrangements can fragment alliances.
The exclusion of other significant regional players from these
frameworks, moreover, could potentially accelerate competition

in unintended ways.
Policy Recommendations

Focus on Mutual Interests

Trusted partners and allies can disagree without derailing their
relationship. Washington and New Delhi should view the ability
to weather criticism as a sign of an enduring partnership. The
shared objective of curbing China’s influence has given the US
and India an unprecedented overlap of interests. To sustain their
relationship, both nations should strive to identify and strength-
en areas of agreement, especially outside the realm of state
security. Regular dialogues and joint initiatives involving trade

bodies and private industry can help consolidate convergences.

Manage Differences Through Established Frameworks

Although India and the US share strategic objectives, the two
nations have a long history of divergence as well. India’s long-
standing ties with Russia, for one, do not sit well with American
policymakers. Leaders from both nations can preserve the bi-
lateral relationship by minimizing public disputes and managing



controversial incidents behind closed doors. This can help pre-
vent disagreements from becoming partisan issues or escalat-
ing and causing long-term damage to the bilateral relationship.
Preexisting bilateral frameworks and strategic dialogues can
provide a mechanism to address disputes and find mutually
beneficial solutions.

Increase Bureaucratic Bandwidth

India should expand the bandwidth of its Ministry of External
Affairs, which is small compared to the US State Department.
As a result, India’s diplomats cannot do as much as they could
with more institutional support. Improving the capacity of In-
dia’s key institutions would strengthen its diplomatic ties with
multiple nations.

Offer Political Support for Collaboration in Energy

Government backing is crucial for advancing joint ventures in
critical minerals, natural gas, oil, and thorium. As energy, min-
erals, and source materials for electronic components become
increasingly fraught areas of competition, tactical collaboration
will help both Washington and New Delhi. Political support
for cooperation, including in the private sector, is critical for

strengthening currently limited supply chains.

Integrate Trade Discussions Into Strategic Dialogues
Incorporating trade discussions into strategic dialogues on de-
fense and diplomacy would make the US-India relationship a
more well-rounded partnership. It would also help align trade
policies with strategic objectives, provide another mechanism
to resolve trade disputes, and open new avenues for economic
collaboration. As trade interests between the two nations are
often at odds, the continued prioritization of strategic coopera-
tion can ensure the persistence of the relationship despite trade
disagreements.

Make Academic Collaboration Easier
Increasing the frequency of academic exchanges would lead to
better-informed policies and deeper bilateral cooperation. Such

exchanges promote goodwill and create lasting ties between
citizens of both countries. They also help share best practic-
es, foster innovation, and enhance mutual understanding. India
should cultivate a more open academic environment to attract
talented international scholars by eliminating bureaucratic hur-
dles; a more open academic environment enhances India’s
global reputation as a hub for education and research. New
Delhi should also ease visa restrictions for academics, students,
and researchers to deepen the exchange of intellectual and hu-
man capital.

Maximize India’s Access to US Markets

India should work to gain greater access to US markets by re-
ducing trade barriers, leveraging bilateral agreements, ensur-
ing the protection of intellectual property, and deregulating its
domestic economy. As the China Plus One framework emerg-
es, India’s inconsistent and arbitrary regulatory enforcement
routinely limits its ability to be a viable “plus one” partner for
private industry. Ensuring policy consistency and policymaking
coherence while leveraging bilateral agreements would broaden
India’s access to US markets.

Align Technological Norms, Standards, and Regulations
Establishing common standards would make Washington
more comfortable transferring dual-use and benign high-value
systems to India. Moreover, a shared set of norms on tech-
nology and intellectual property enforcement would cultivate
private-sector confidence in Indian markets, research, and

manufacturing.

Expand Educational Exchange

Programs Beyond the STEM Fields

Academic ties between India and the US are strong: in the
2022-23 academic year, nearly 269,000 Indian students at-
tended American universities. However, most of the two na-
tions’ academic partnerships are in the STEM fields. Expanding
educational exchange programs beyond the STEM disciplines
could expand opportunities in each nation.
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Improve Cooperation at the United Nations forums, including the UN and WTO. Improving cooperation in
and in Other Multilateral Forums these venues could help Washington and New Delhi present a
Although India and the US share many strategic objectives, united global front and enhance their ability to reinforce a rules-
the nations have a long history of disagreements in multilateral based global order.

Roundtable Speakers

Arun Kumar Singh Nonresident Senior Fellow, Carnegie India; and former Ambassador of India to the United States
Daniel Markey Senior Advisor, South Asia, United States Institute of Peace

Indrani Bagchi Chief Executive Officer, Ananta Aspen Centre
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Lisa Curtis Senior Fellow and Director, Indo-Pacific Security Program, Center for a New American Security
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tution
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Ranjan Mathai Former Indian Foreign Secretary, and former Indian High Commissioner to the United Kingdom
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venia and Myanmar
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ABBREVIATION LIST

Al: Artificial intelligence

ASEAN: Association of Southeast Asian Nations

BIS: The US Bureau of Industry and Security

CFIUS: Committee on Foreign Investment in the United States

CPTPP: Comprehensive and Progressive Agreement for
Trans-Pacific Partnership

DPI: Digital public infrastructure

DTTI: Defense Trade and Technology Initiative
EU: European Union

EV: Electric vehicle

FCRA: Foreign Contribution Regulation Act
FDI: Foreign direct investment

FTA: Free-trade agreement

GATT: General Agreement on Tariffs and Trade
GCC: Global capability centers

GIFT City: Gujarat International Finance Tec-City
GSP: Generalized System of Preferences
HAL: Hindustan Aeronautics

12U2: India, Israel, the United Arab Emirates, and the United
States

iCET: initiative on Critical and Emerging Technology

IDEX: Innovation for Defense Excellence

IMEC: India—Middle East-Europe Economic Corridor

IMF: International Monetary Fund

IP: Intellectual property

IPEF: Indo-Pacific Economic Framework for Prosperity

ISAC: Information Sharing and Analysis Center

ISR: Intelligence, surveillance, and reconnaissance

ITA: Information Technology Agreement

ITAR: International Traffic in Arms Regulations

LNG: Liquefied natural gas

MeitY: Ministry of Electronics and Information Technology

MERCOSUR: Southern Common Market

MSFN: Minerals Security Finance Network

MSP: Minerals Security Partnership

MTCR: Missile Technology Control Regime

NRI Non-resident Indian (in the US)

PLI: Production-linked incentive

PRC: People’s Republic of China
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Quad: The Quadrilateral Security Dialogue among India, Ja-
pan, Australia, and the US

RCEP: Regional Comprehensive Economic Partnership

ROI: Return on investment

STEM: Science, technology, engineering, and math

TPF: Trade Policy Forum
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TPP: Trans-Pacific Partnership

UAV: Unmanned aerial vehicle

ULB: Urban local body

USTR: United States Trade Representative

WTO: World Trade Organization
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