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ABSTRACT  

Tariff wars have led to the disruption of global supply chains by increasing costs, delaying 

logistics, and forcing firms to diversify sourcing, which in turn has had a significant impact 

on Indian exports through reduced competitiveness, higher input dependence, and 

vulnerability in sectors like textiles and pharmaceuticals, while simultaneously opening 

opportunities for India to reposition itself as an alternative hub for manufacturing and supply 

chain diversification through initiatives such as “Make in India” and regional integration, yet 

these prospects are tempered by persistent challenges for India including structural 

inefficiencies, infrastructure bottlenecks, policy uncertainty, and the need for sustained 

investment to build resilience in a fragmented global trade environment. 
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INTRODUCTION 

Global trade has entered a new era characterized by tariff wars, where nations impose duties 

on imports to protect domestic industries or gain geopolitical leverage. The United States–

China trade conflict, along with rising protectionist measures in Europe and Asia, has 

disrupted supply chains worldwide. For India, a rapidly growing economy integrated into 

global markets, tariff wars present both challenges and opportunities. This article explores 

how tariff wars reshape supply chains and evaluates their impact on the Indian economy. 

Objectives 

1. To analyse the impact of global tariff wars on India’s supply chain resilience and 

trade competitiveness. 

2. To evaluate the opportunities and challenges for India in repositioning itself 

within restructured global trade networks. 

 Analysis 

1. Disruption of Global Supply Chains 

Global supply chains have long served as the backbone of modern trade, connecting 

producers, suppliers, and consumers across continents in a seamless web of interdependence, 

but tariff wars have begun to unravel these intricate networks by raising costs, creating 

uncertainty, and forcing multinational corporations to rethink their sourcing strategies. The 

most prominent example is the United States–China trade war, where billions of dollars’ 

worth of goods have been subjected to higher duties, leading firms dependent on Chinese 

manufacturing to face mounting challenges, particularly in electronics where components are 

deeply integrated into global production systems. Automotive supply chains have also 

suffered disruptions as tariffs on steel and aluminum raise production costs, leaving Indian 

car manufacturers grappling with higher input prices and delayed delivery schedules that 

ultimately translate into consumers paying more for finished goods. Pharmaceutical supply 

chains, critical for India’s role as a major exporter of generics, are equally vulnerable since 

many active pharmaceutical ingredients originate in China, and tariff wars increase 
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dependency risks that threaten healthcare affordability. Agriculture has not been spared 

either, as tariffs on soybeans and other commodities affect global food trade, reduce demand 

in international markets, and make India’s edible oil imports costlier, thereby contributing to 

food inflation. 

Beyond sectorial impacts, logistics networks have been strained as ports face congestion from 

rerouted trade flows, shipping costs rise sharply, and air freight becomes more expensive, 

leaving global logistics companies struggling to adapt. In response, firms have begun 

diversifying supply chains through “China+1” strategies, with India, Vietnam, and Indonesia 

emerging as alternative hubs, though India’s competitiveness is hindered by infrastructure 

challenges, poor logistics, and bureaucratic hurdles that slow investment. As resilience 

becomes a priority, companies invest in redundancy by securing multiple suppliers, shifting 

from just-in-time manufacturing to just-in-case strategies, which increases costs but enhances 

security, while warehousing demand expands rapidly in India, especially for cold storage 

facilities that support both agriculture and e-commerce. 

The disruption also affects employment as factories relocate to new regions, workers in old 

hubs face job losses, and new opportunities arise in emerging economies like India, where the 

labor force benefits from relocation but requires skill development and training programs to 

sustain industrial growth. Government incentives, special economic zones, and industrial 

corridors gain importance as supply chain shifts reshape industrial geography. Financial 

markets react strongly to these disruptions, with stock prices of logistics firms fluctuating, 

currency volatility increasing due to trade tensions, and the Indian rupee facing pressure from 

rising import costs that fuel inflationary risks. Central banks adjust monetary policies, interest 

rates respond to trade shocks, and investors seek safe havens such as gold, illustrating how 

supply chain disruptions ripple across finance. 

Environmental impacts are also evident, as longer supply chains increase carbon emissions, 

rerouted shipping adds to pollution, and India faces sustainability challenges that make green 

logistics a policy priority. Renewable energy adoption, electric vehicles, and climate-

conscious trade strategies become essential, while tariff wars paradoxically accelerate energy 

diversification. Technology plays a critical role in mitigating disruptions, with artificial 

intelligence optimizing logistics, block chain enhancing transparency, and Indian firms 

adopting digital solutions such as smart ports, automation, and robotics to reduce dependency 

on labor and improve efficiency. 

Geopolitical tensions further drive disruptions as tariffs are increasingly used as political 

weapons, nations prioritize strategic industries, and rare earth minerals face restrictions that 

compel India to seek alternatives for critical inputs. Trade diplomacy becomes vital, alliances 

strengthen supply chain security, and regional blocs gain importance as India deepens ties 

with ASEAN and the European Union to secure its place in restructured trade networks. In 

conclusion, tariff wars disrupt global supply chains in ways that create both challenges and 

opportunities for India, forcing the country to balance short-term vulnerabilities with long-

term strategies to emerge as a resilient hub in the new era of global trade. 

2. IMPACT ON INDIAN EXPORTS 

Indian exporters face indirect consequences as global demand slows due to higher trade costs. 

Sectors like textiles, pharmaceuticals, and IT services remain competitive, but manufacturing 

exports face volatility. Tariff barriers in the US and EU reduce India’s access to premium 

markets, while regional trade agreements (e.g., with ASEAN) become more crucial. 
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Indian exports have always been a critical driver of economic growth, contributing 

significantly to foreign exchange earnings and employment generation, but tariff wars have 

introduced new complexities that reshape the country’s trade landscape. Rising tariffs 

imposed by major economies such as the United States and China indirectly affect India, 

even when Indian goods are not directly targeted, because global demand slows and supply 

chains become more expensive. Exporters in sectors like textiles, pharmaceuticals, and IT 

services continue to remain competitive, yet manufacturing exports face volatility due to 

higher input costs and disrupted logistics. 

The textile industry, one of India’s largest export earners, experiences challenges as tariff 

wars reduce consumer demand in Western markets, leading to price sensitivity and shrinking 

margins. Indian garments, which rely on imported fabrics and dyes, face higher costs when 

global supply chains are disrupted, making them less competitive compared to cheaper 

alternatives from Vietnam or Bangladesh. Similarly, the pharmaceutical sector, which 

supplies affordable generics worldwide, struggles with rising costs of active pharmaceutical 

ingredients sourced from China, and tariff-driven disruptions threaten India’s reputation as 

the “pharmacy of the world.” 

IT services exports remain relatively insulated from tariff wars, but indirect effects emerge as 

global corporations cut spending on outsourcing due to economic uncertainty. Software firms 

in Bengaluru and Hyderabad notice slower growth in contracts, reflecting how tariff wars 

ripple into service sectors. Agricultural exports also face challenges, as tariffs on 

commodities like soybeans and edible oils alter global trade flows, raising import costs for 

India and reducing competitiveness in food exports. 

The automotive sector, which depends heavily on global supply chains for components, faces 

disruptions that reduce export competitiveness, particularly in markets like Africa and the 

Middle East. Rising steel and aluminum costs make Indian vehicles more expensive, limiting 

their appeal abroad. Electronics exports, including mobile phones and consumer devices, are 

similarly affected, as tariff wars increase the cost of imported components, reducing India’s 

ability to compete with East Asian economies. 

Despite these challenges, tariff wars also create opportunities for India. As multinational 

corporations adopt “China+1” strategies to diversify production bases, India emerges as a 

potential hub for manufacturing exports. Government initiatives such as Atmanirbhar Bharat 

and the Production Linked Incentive (PLI) schemes aim to strengthen domestic industries and 

boost export competitiveness. Special economic zones and industrial corridors attract foreign 

investment, positioning India as a viable alternative in restructured supply chains. 

However, India must overcome significant hurdles to fully capitalize on these opportunities. 

Poor infrastructure, bureaucratic delays, and inconsistent trade policies reduce investor 

confidence and limit export growth. Tariff wars also highlight India’s dependence on 

imported intermediate goods, making it difficult to achieve true self-reliance in export 

sectors. Inflationary pressures caused by higher import costs further erode competitiveness, 

as exporters struggle to maintain margins while keeping prices attractive in global markets. 

Regional trade agreements become increasingly important in this context. India’s withdrawal 

from the Regional Comprehensive Economic Partnership (RCEP) raised concerns about 

missed opportunities, but ongoing negotiations with the European Union and the United 

Kingdom may open new avenues for export growth. Strengthening ties with ASEAN nations 

also helps India diversify its export markets and reduce dependence on Western economies. 
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Financial markets reflect the volatility of Indian exports, with currency fluctuations affecting 

competitiveness. A weaker rupee can make exports more attractive, but rising import costs 

offset these gains, leaving exporters in a precarious position. Trade diplomacy becomes 

essential, as India must balance relationships with multiple partners while navigating the 

complexities of tariff wars. 

In conclusion, tariff wars impact Indian exports in multifaceted ways, creating short-term 

challenges in the form of higher costs, reduced demand, and disrupted supply chains, while 

also offering long-term opportunities to reposition India as a global manufacturing hub. 

Success will depend on India’s ability to invest in infrastructure, streamline policies, and 

strengthen trade alliances, ensuring that its exporters can thrive in the new era of global trade. 

3. OPPORTUNITIES FOR INDIA 

India’s role in global trade is expanding rapidly as tariff wars and geopolitical tensions push 

multinational corporations to diversify supply chains, and strategy has created a unique 

opening for India to attract investment and strengthen its export base. Recent reports 

highlight that India remains the world’s fastest-growing large economy in 2025, despite 

moderate dependence on external trade, which cushions it somewhat from global 

disruptionsspglobal.com. The government has introduced targeted policy interventions, 

including the Production Linked Incentive (PLI) schemes, to build domestic manufacturing 

capacity and integrate India more deeply into global value chains. 

India’s Budget 2025–26 emphasizes export-led growth, foreign direct investment (FDI) 

reforms, and financial market liberalization, all designed to make the country more 

competitive in attracting multinational corporations. Strategic reforms focus on improving 

logistics, reducing bureaucratic hurdles, and enhancing digital infrastructure, which are 

critical for supply chain resilience. The NITI Aayog’s Trade Watch report underscores that 

geopolitical shifts, particularly the US-China trade conflict, create opportunities for India to 

expand its trade footprint in sectors like electronics, textiles, and pharmaceuticals Vajiram & 

Ravi. 

Manufacturing is a major area of opportunity, as India’s share of global manufacturing 

remains modest but is poised to grow with government support and rising investor 

confidence. Electronics manufacturing, especially mobile phones, has seen significant 

investment, with India becoming one of the fastest-growing assembly hubs. Pharmaceutical 

exports continue to benefit from India’s reputation as the “pharmacy of the world,” and tariff-

driven disruptions in China’s supply of active pharmaceutical ingredients encourage India to 

expand domestic production. 

Agriculture also presents opportunities, as India can leverage its diverse crop base to supply 

global markets facing disruptions in food trade. Renewable energy and green logistics are 

emerging as new areas of growth, with India investing in solar, wind, and electric vehicle 

infrastructure to align with sustainability goals. Digital trade platforms and block chain-based 

supply chain solutions are being adopted to enhance transparency and efficiency, positioning 

India as a leader in digital commerce. 

India’s trade diplomacy is another critical opportunity, with ongoing negotiations with the 

European Union and the United Kingdom expected to open new export markets. 

Strengthening ties with ASEAN nations diversifies India’s trade portfolio and reduces 

dependence on Western economies. Special economic zones and industrial corridors continue 

to attract foreign investment, while reforms in customs procedures and taxation improve ease 

of doing business. 
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Financial opportunities are also evident, as India’s capital markets become more accessible to 

global investors through liberalization measures. Currency stability and proactive monetary 

policies help maintain investor confidence, even amid global volatility. India’s demographic 

advantage, with a young and skilled workforce, supports industrial expansion and enhances 

competitiveness in global supply chains. 

In conclusion, India’s opportunities in the new era of global trade are multifaceted, ranging 

from manufacturing diversification and digital innovation to trade diplomacy and 

sustainability. Tariff wars and global disruptions create short-term challenges, but they also 

accelerate India’s integration into global supply chains. With strategic reforms, investment in 

infrastructure, and proactive trade policies, India is well-positioned to emerge as a resilient 

hub in the evolving global trade order. 

4. CHALLENGES FOR INDIA 

India faces significant challenges in navigating the disruptions caused by global tariff wars, 

as its economy remains deeply integrated into international supply chains. Rising tariffs 

between major economies like the United States and China indirectly affect India by 

increasing costs of imported raw materials and intermediate goods. Electronics 

manufacturing, which relies heavily on components from East Asia, becomes more 

expensive, reducing India’s competitiveness in global markets. Automotive industries also 

struggle, as tariffs on steel and aluminium raise production costs and limit export potential. 

Pharmaceuticals, one of India’s strongest export sectors, face challenges due to dependency 

on Chinese active pharmaceutical ingredients, and tariff-driven supply chain disruptions 

threaten affordability and reliability. Agriculture is not immune, as global food trade 

volatility raises import costs for edible oils and reduces demand for Indian exports. 

Inflationary pressures emerge as higher import costs translate into rising consumer prices, 

creating difficulties for both producers and consumers. 

Infrastructure limitations remain a major challenge, as poor logistics, congested ports, and 

inadequate warehousing reduce India’s ability to fully capitalize on supply chain shifts. 

Bureaucratic hurdles and regulatory delays discourage foreign investors, who often seek 

faster and more predictable environments in competing economies like Vietnam. Policy 

uncertainty, including sudden changes in trade tariffs or export incentives, undermines 

confidence among exporters and manufacturers. 

India’s withdrawal from the Regional Comprehensive Economic Partnership (RCEP) 

highlights another challenge, as it limits access to large Asian markets and reduces 

opportunities for deeper integration into regional supply chains. Ongoing negotiations with 

the European Union and the United Kingdom are promising, but delays in finalizing 

agreements slow India’s ability to diversify its export markets. Currency volatility adds 

further complexity, as the rupee faces pressure from rising import costs, making it harder for 

exporters to maintain stable margins. 

Skill development is another pressing challenge, as India’s workforce must adapt to new 

technologies and advanced manufacturing processes to remain competitive. Without adequate 

training, India risks losing opportunities to economies that can provide skilled labor more 

quickly. Environmental sustainability also poses difficulties, as rerouted supply chains 

increase carbon emissions and India struggles to balance industrial growth with climate 

commitments. 

Digital infrastructure, though improving, still faces gaps in rural areas, limiting the ability of 

small and medium enterprises to participate fully in global trade. Cyber security risks also 
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grow as supply chains become more digitized, requiring stronger safeguards to protect 

sensitive trade data. Trade diplomacy is a challenge as well, since India must balance 

relationships with multiple partners while avoiding entanglement in geopolitical conflicts. 

Financial markets reflect these challenges, with volatility in stock prices of export-oriented 

firms and uncertainty in investment flows. Central banks must adjust monetary policies to 

counter inflationary pressures, but this often conflicts with the need to stimulate growth. 

Social challenges also emerge, as job losses in disrupted industries create unemployment 

risks, while relocation of factories to new hubs requires reskilling of workers. 

In conclusion, India’s challenges in the new era of tariff wars are multifaceted, ranging from 

infrastructure and policy hurdles to inflationary pressures, workforce readiness, and 

environmental sustainability. Addressing these challenges requires coordinated reforms, 

investment in logistics and digital infrastructure, and proactive trade diplomacy to ensure that 

India can withstand global disruptions and position itself as a resilient hub in the evolving 

global trade order. 

CONCLUSION 

Tariff wars mark a new era of global trade, where supply chains are fragmented and nations 

prioritize resilience over efficiency. For India, the impact is twofold: short-term challenges in 

the form of higher costs and trade volatility, and long-term opportunities to position itself as a 

global manufacturing hub. Achieving this requires strategic investment in infrastructure, trade 

diplomacy, and industrial policy reforms. Ultimately, India’s ability to adapt to tariff-driven 

disruptions will determine whether it emerges as a beneficiary or a casualty of the new global 

trade order. 

REFERENCES 

1. https://www.business-standard.com/economy/news/pwc-india-supply-chain-survey-

trade-tariff-stress-test-2025-125111600262  

2. https://www.theweek.in/news/middle-east/2025/11/22/how-cepa-rewired-india-uae-

supply-chains.html 

3. https://www.businesstoday.in/india/story/india-eyes-tariff-rollbacks-as-strong-

exports-to-us-offset-impact-of-steep-duties-report-502971-2025-11-20 

4. https://www.dnb.co.in/files/reports/Impact-of-50-percent-Tariff-on-India.pdf 

5. https://www.ainvest.com/news/india-tariff-war-escalation-impact-global-supply-

chains-navigating-risks-opportunities-shifting-trade-landscape-2508 

https://www.business-standard.com/economy/news/pwc-india-supply-chain-survey-trade-tariff-stress-test-2025-125111600262
https://www.business-standard.com/economy/news/pwc-india-supply-chain-survey-trade-tariff-stress-test-2025-125111600262
https://www.theweek.in/news/middle-east/2025/11/22/how-cepa-rewired-india-uae-supply-chains.html
https://www.theweek.in/news/middle-east/2025/11/22/how-cepa-rewired-india-uae-supply-chains.html
https://www.businesstoday.in/india/story/india-eyes-tariff-rollbacks-as-strong-exports-to-us-offset-impact-of-steep-duties-report-502971-2025-11-20
https://www.businesstoday.in/india/story/india-eyes-tariff-rollbacks-as-strong-exports-to-us-offset-impact-of-steep-duties-report-502971-2025-11-20
https://www.dnb.co.in/files/reports/Impact-of-50-percent-Tariff-on-India.pdf

