The ‘Trump-Modi’ Mini-Trade Deal (The ‘January Thaw’)

Context: The "India-US Trade Facilitation Protocol" signed in Washington D.C. (January 20, 2026). Key
Theme: Transactionalism vs. Strategic Autonomy. Keywords: GSP Restoration, Section 232 Tariffs, H-
1B Peace Clause, Apple Diplomacy.

1. The Context: Trump 2.0 & The "Tariff King" Rhetoric

Upon returning to the White House, President Donald Trump immediately revived his 2019 criticism
of India as a "Tariff King." The threat of imposing reciprocal taxes (under Section 301) loomed large
over the bilateral relationship.

However, in a pragmatic move, New Delhi and Washington finalized a "Mini-Trade Deal" in late
January 2026. This "thaw" bypasses the deadlock of a full Free Trade Agreement (FTA) and focuses
on "low-hanging fruit."

2. The Deal: Quid Pro Quo (Who Got What?)
A. What India "Gave" (The Concessions):

e The Symbolic Cut (Harley-Davidson): India agreed to slash import duties on high-end
motorcycles (above 800cc) to 0%. While economically negligible (few units sold), this was a
massive political win for Trump’s "Make America Great Again" narrative.

e The Agricultural Hit (Apples & Walnuts): Tariffs on Washington Apples and Californian
Walnuts/Almonds were reduced by 20%. This rolls back the retaliatory tariffs India imposed
in 2019.

e Maedical Devices: A partial opening of the market for US-made high-end medical stents,
addressing a long-standing complaint from the US medical lobby (AdvaMed).

B. What India "Got" (The Gains):

e Restoration of GSP (Generalized System of Preferences): The US reinstated India’s GSP
status, which allows duty-free entry for nearly $6 billion worth of Indian exports. This is a
lifeline for labour-intensive sectors like Textiles, Leather, and Gems & Jewellery (crucial for
MSMESs).

e The H-1B "Peace Clause" (2026): In a surprise strategic win, India secured a one-year
moratorium on any new executive orders restricting H-1B and L-1 visas for Indian tech
professionals.

e Critical Minerals Access: India was granted "Treaty-Like Status" for the purpose of the
Inflation Reduction Act (IRA), allowing Indian EV battery components to qualify for US tax
credits.

3. Critical Analysis: Did India Concede or Benefit?
Argument I: The "Capitulation" Critique (India Conceded Too Much)

¢ The Kashmir/Himachal Cost: Critics (including the Bharatiya Kisan Union) argue that
reducing tariffs on US apples will flood the market, crashing prices for domestic growers in
Kashmir and Himachal Pradesh, who are already reeling from climate change impacts.



e The "Low-Value" GSP: Trade economists argue that GSP benefits are overstated (saving only
~$200 million in actual duties). Trading "high-value" market access (medical devices) for
"low-value" tariff preference (textiles) is an unequal exchange.

e Sovereignty on Data: There are concerns that the deal includes "side letters" softening
India’s stance on Data Localization, potentially benefiting US Big Tech at the cost of India's
"Digital Sovereignty."

Argument Il: The "Strategic Masterstroke" View (India Benefitted)

e The "Visa Shield": For PSIR students, the H-1B "Peace Clause" is the real victory. With
Trump’s aggressive anti-immigration stance, shielding the Indian IT sector (worth $250
billion) for even one year outweighs the cost of cheaper apples.

¢ The "China Factor": By settling these trade irritants, India has ensured the US remains
committed to the iCET (Critical and Emerging Technology) partnership. A trade war with the
US would have forced India to fight on two fronts (China on the border, US on trade).

e Pre-empting Section 301: By giving a "symbolic win" (Harley), India avoided a potentially
devastating 10-20% universal tariff that Trump has threatened against other nations like
Mexico and China.

4. Mains Conclusion: The "Transactional" Era

The January 2026 deal signifies that the era of "Shared Values" (Democracy, Pluralism) driving Indo-
US ties is over. We have entered the era of "Shared Interests and Hard Bargains."

India’s diplomacy has successfully adapted to the "Trumpian Transactionalism" —giving the US
President a political victory (Harley/Apples) while securing its own core economic interests
(Visas/MSME exports). It is a textbook example of Realpolitik.



