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Introduction and summary

This report is a collaboration between the Center for American Progress and the Council
on Energy, Environment, and Water.

The existential threat of climate change has prompted governments around the
world to deploy a broad suite of policy tools to reorient their economies toward
zero- and low-carbon manufacturing, electricity generation, transportation,
and agriculture. These efforts—in conjunction with growing confidence in the
cost competitiveness of clean technologies—have both created new demand
for goods and services essential to a green transition and kick-started a global
race to capture the gains from projected growth in sustainable industries. One
consequence of this shift has been fresh thinking about how trade policy can
support “green trade”: the pivot to a decarbonized economy by lowering barriers
to procuring inputs into renewable energy and clean technology supply chains;
strengthening the competitiveness of low-carbon goods in trade-exposed
industries; and harmonizing regulatory systems to create common markets for
recyclable materials, sustainable fuels, and other climate-friendly products.

The United States and India, although facing different pathways to net zero,
both seek to transform their decarbonization ambitions into engines of
economic growth and energy security. In conjunction with these plans, both
countries have begun recalibrating their trade policies and establishing new
trade relationships with partners to build resilient supply chains, support
domestic clean energy industries, hedge against economic coercion and
disruption, and generate export opportunities. Given these overlapping
approaches; the large size and emissions profile of both economies; and

the broader deepening of U.S.-India ties over the past decade through such
mechanisms as the Quadrilateral Security Dialogue' (Quad), there is a
compelling climate and geopolitical logic to collaboration between Washington
and New Delhi around green trade.
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Despite the United States being one of India’s largest trading partners, trade has
historically been an irritant in U.S.-India relations rather than a constructive
area of cooperation. That is changing as Prime Minister Narendra Modi’s
administration has made trade diplomacy a core element of its economic
strategy in order to attract overseas investment, support its industrial policies,
integrate into global supply chains, and lessen dependence on Chinese imports
in key sectors. Meanwhile, the United States in recent years has sought to build
strategic trade partnerships outside the usual channels of conventional free
trade agreements (FTAs), with greater emphasis on using trade to support
climate ambition, onshoring of jobs and manufacturing, and addressing Chinese
nonmarket practices. These shifts have allowed New Delhi and Washington to
settle seven World Trade Organization (WTO) cases” between the two countries
and to conduct high-level meetings around trade and technology issues.?

This rapprochement and growing alignment on trade and industrial policy
questions creates opportunities for a more sustained and consequential
trade partnership between the United States and India than seen to date.
Among those opportunities, the most promising is an enhanced U.S.-India
green trade partnership.

To build such a green trade partnership, the United States and India should:
Pursue interoperability of sustainability standards, carbon accounting, customs
nomenclature, and green procurement
Develop shared principles around green subsidies
Agree on endorsing clean energy subsidies along with joint investment

Enhance transparency and information exchange to build supply chains based
on complementary strengths

Consider a green goods and services list

Pursue a bilateral sectoral agreement that ties market access to carbon intensity
Explore a climate peace clause

Deepen cooperation around critical minerals

Host constructive discussions around border carbon adjustments

Promote diffusion of next-generation climate technologies
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Such a partnership would contribute to both countries’ economic, climate,
and national security objectives by magnifying ongoing investments by
Washington and New Delhi to decarbonize their economies and build resilient
and interdependent supply chains for clean technology products. Just as
importantly, such a partnership would provide a much-needed example for the
rest of the world of how cooperative trade policy can build energy security and
address climate change.

Glossary

European Free Trade Association (EFTA): An intergovernmental regional
trade organization established in 1960. Current members include Iceland,
Lichtenstein, Norway, and Switzerland.

Foreign directinvestment (FDI): A category of cross-border investment, in which
an investor resident in one economy establishes a lasting interest in and a sig-

nificant degree of influence over an enterprise resident in another economy.

Free trade agreements (FTAs): International treaties between two or more coun-
tries where the countries agree on certain obligations that reduce or remove
trade barriers between them.

Indo-Pacific Economic Framework for Prosperity (IPEF): The Biden administra-
tion launched the IPEF in 2022 to modernize trade negotiations by including
essential topics such as supply chains, climate change, and anti-corruption,
structured around four flexible pillars —trade, supply chains, the clean economy,
and the fair economy. Current members include Australia, Brunei Darussalam,
Fiji, India, Indonesia, Japan, the Republic of Korea, Malaysia, New Zealand,
Philippines, Singapore, Thailand, the United States, and Vietnam.

Inflation Reduction Act (IRA): A comprehensive U.S. federal law passed in 2022
that aims to lower the federal deficit, reduce health care costs, and invest in
domestic energy production while promoting clean energy.

Lithium-ion battery (LIB): Rechargeable energy storage devices that use lithium
ions as a key component in their electrochemical processes. LIBs are widely
used in consumer electronics, electric vehicles, and renewable energy storage
systems. They have become essential for advancing technology and address-
ing energy challenges.
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Make inIndia: A campaign launched by the government of India in 2014 to
encourage domestic and foreign companies to manufacture products in India.

Production Linked Incentive (PLI) Scheme: A strategic initiative launched by the
government of India to boost the manufacturing sector and to reduce imports.
It gives companies incentives on incremental sales from products manufacture
in domestic units.

Quadrilateral Security Dialogue (Quad): A strategic forum comprising Australia,

India, Japan, and the United States that aims to enhance regional security and
cooperation in the Indo-Pacific region. Established in 2007 and revived in 2017,
the Quad focuses on issues such as maritime security, counterterrorism, infra-
structure development, and climate change.

Regional Comprehensive Economic Partnership (RCEP): A free trade agree-
ment among the Asia-Pacific countries of Australia, Brunei, Cambodia, China,
Indonesia, Japan, South Korea, Laos, Malaysia, Myanmar, New Zealand, the
Philippines, Singapore, Thailand, and Vietnam.

Solar photovoltaic (PV): A nonmechanical technology that converts sunlight
directly into electricity —it is commonly called a solar cell or solar panel.

World Trade Organization (WTO): The world’s largest intergovernmental eco-

nomic organization, with 166 members, which regulates and facilities interna-
tional trade.
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U.S. and Indian trade policy:
A strategic convergence

For much of the history of the modern trading system, the United States and
India have found themselves at odds over the terms of trade liberalization. Both
countries were founding members of the 1948 Global Agreement on Tariffs and
Trade (GATT), the precursor to the WTO that facilitated the lowering of tariffs
and other trade barriers in successive negotiation rounds over five decades.
Since the establishment of the WTO in 1995, New Delhi and Washington have
been among the most influential members in setting WTO policy and shaping
WTO negotiations. In both the GATT and WTO eras, India has served as a de
facto leader* of a large contingent of developing countries that viewed with
ambivalence and distrust’ economic integration on the terms proposed by
wealthy countries such as the United States.

For decades, the United States advocated® for lowering barriers to the free
movement of goods and capital across national lines—what has been called
globalization or the Washington Consensus. In response, India and other
developing, postcolonial countries expressed skepticism’ that they could
protect their sovereignty; address key socioeconomic challenges such as food
insecurity and poverty reduction; and grow domestic industry by heeding

the calls of developed states to open their economies to foreign competition
and curb export restrictions and subsidies to domestic farmers and firms.

Such tensions reached their height during the last major round of multilateral
negotiations, the Doha Round, which collapsed in 2015 largely because of
unbridgeable differences® between New Delhi and Washington over tariffs on—
and subsidies for—agricultural goods as well as the movement of people. More
generally, India has been a prominent voice among other developing countries,
such as South Africa, in demanding different treatment under trade rules as a
reflection of their limited economic means, of which the most notable recent
example was a campaign?® to relax intellectual property rights around COVID-19
vaccines at the height of the pandemic.
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Over the past decade, Indian and U.S. trade policy has shifted in striking ways.
These shifts have brought Washington and New Delhi into greater alignment
over trade policy than at any previous point in the bilateral relationship, even
as major differences remain. Three areas in particular deserve emphasis:
development of bilateral and plurilateral trade relationships, trade as an enabler
of industrial policy, and attitudes toward China.

Trade relationships

India has traditionally been among the most reluctant’ of major economies to
seek FTAs. In the half-century between India’s independence and the founding of
the WTO, India concluded only one such agreement. Prime Minister Manmohan
Singh (2004-2014) broke with this pattern by seeking deepened trade ties" with
a number of economies, including a plurilateral agreement with the Association
of Southeast Asian Nations. These deals generated significant backlash* from
farmers and domestic industry, with the result® that New Delhi did not pursue
new trade agreements between 2011 and 2021. Until very recently, Indian trade
diplomacy was almost exclusively focused on regional partners and other
developing countries: Of India’s FTAs concluded prior to 2022, all but one is with
other Asia-Pacific countries, and all but two—those with Japan and Korea—are
with low- or middle-income economies. By contrast, India demurred* to joining
the largest FTA in history, the Regional Comprehensive Economic Partnership,
which links the largest economies in Asia.

Over the past two years, the Modi administration has signaled a renewed
interest in building trade ties and has sought new FTAs* with more than a
dozen partners around the world, including wealthy Western economies such
as the United Kingdom and the European Union. This effort has resulted in
agreements with Australia’® and, most recently, the four non-EU European
states’”—Norway, Switzerland, Iceland, and Lichtenstein—that make up the
European Free Trade Association (EFTA). From an external perspective, this
pivot has been so sharp that the World Economic Forum described*® India as
being “on an FTA-signing spree that is quickly transforming the country into
one of the most FTA-engaged countries in the world.”

The United States, meanwhile, has pivoted in recent years toward a “worker-
centric” trade policy that takes a cautious approach to granting market access
(i-e., lowering tariffs and other trade barriers). In practice, this approach has
meant the United States has pursued its trade policy objectives outside of
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conventional FTAs and the WTO, favoring instead narrowly scoped sectoral
agreements*> focused on specific commodities such as steel and critical
minerals or partnerships such as the Indo-Pacific Economic Framework*
(IPEF) that do not touch tariffs but rather seek to strengthen supply chains,
improve coordination and transparency, promote overseas investment,

and enhance trade facilitation. It has also meant using trade barriers more
assertively, such as the Biden administration’s recent imposition of tariffs on a
range of Chinese products,* including solar panels, electric vehicles (EVs), and
steel and aluminum.

The United States’ current trade outlook means that a U.S.-India FTA is
highly unlikely for the foreseeable future. But such an agreement was always
going to be a heavy lift given the complex domestic politics of trade in both
countries. Looking beyond the traditional trade toolbox, though, the recent
evolution in both U.S. and Indian trade policy means that opportunities for
trade cooperation have never been riper. New Delhi’s newfound enthusiasm
for FTAs has not changed the fact that the country views trade as a means to
achieve specific policy goals rather than as an article of faith—and will not
rush to conclude® trade deals if they do not confer a clear and tangible benefit
for Indian citizens and firms. This inclination can be seen in the content of
the FTAs India signed with Australia and the EFTA states, which exclude a
broad range of goods considered politically sensitive to New Delhi (largely
agricultural goods) and contain provisions atypical of FTAs, such as increased
Indian eligibility* for Australian student visas and a binding pledge by EFTA
states to invest $100 billion* in the Indian economy.

This strategic inflection in Indian trade policy aligns well with the United
States’ current approach to trade, which is similarly focused on discrete policy
outcomes realized through innovative and bespoke trade arrangements. Both
Washington and New Delhi have demonstrated a flexibility and creativity

in their approach to strengthening trade ties—and both seem prepared to

take a patient approach to finding mutually acceptable terms with trading
partners rather than settle for a conventional FTA that jeopardizes other policy
priorities. Whether this convergence can be translated into concrete outcomes
in the bilateral relationship remains to be seen, but other recent developments
give reason for optimism.
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Industrial policy

Industrial policy has been a foundational element of India’s economic policy
and statecraft from the country’s earliest days.* Since 1980, and especially
after joining the WTO, Indian authorities have taken a progressively lighter
touch? in insulating domestic manufacturing from market forces, including

a sharp reduction in many tariffs—which are still high in comparison with
developed economies and China—and greater openness to foreign investment
in Indian firms. Like in many economies, this relative opening contributed to
a decline in manufacturing and a rise in imports of finished goods, especially
from China.?® Partly in response to this offshoring of production, and partly out
of a recognition that India has under-industrialized® relative to its potential
in its economic trajectory, the Modi administration launched a Make in India*
campaign in 2014 with the aims of making India a more attractive investment
environment; encouraging greater domestic consumption of Indian-made
goods; and positioning the country as a manufacturing hub. A core feature of
this campaign is the development of industrial corridors?® distributed around
the country.

Industrial policy has likewise become a focus of U.S. economic policy since

the COVID-19 pandemic, reversing a decades-long trend of limited state
involvement in the manufacturing sector. Through landmark laws such as the
CHIPS and Science Act and the Inflation Reduction Act (IRA), the United States
has deployed hundreds of billions of dollars to create jobs and build resilient
supply chains in sectors such as transportation, energy, and semiconductors—
and to encourage investment in renewable power generation, green hydrogen,
and electric vehicles. This industrial policy has national dimensions, but

its focus?> has been on communities that have seen underinvestment in the
industrial sector or lost manufacturing jobs over the past two decades.

Both India and the United States have used trade tools to implement and
reinforce their industrial policies. Make in India has raised market barriers® on
sectors targeted for development such as electronics and on financial incentives
that reward domestic manufacturing and import substitution in sectors ranging
from textiles to solar panels to medical devices. Likewise, the IRA conditioned
eligibility for electric vehicle tax credits authorized under the law to exporters
from a country with which the United States has an FTA. Both countries have
also sought out new trade relationships to enhance access to key inputs to
supply chains. For example, the India-Australia FTA lowered tariffs on lithium

and other critical minerals vital to the clean energy transition.* The United
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States, meanwhile, is negotiating narrowly scoped critical mineral agreements3
(CMAs) that would facilitate non-FTA countries’ integration into electric
vehicle supply chains and has proposed3® creating a protected market of low-
carbon steel and aluminum with the European Union to promote continued
decarbonization of those industries—referred to as the Global Arrangement on
Sustainable Steel and Aluminum (GASSA).

China

Strategic rivalry with China has become a defining feature of many areas of
U.S. domestic and foreign policy, including international economic policy. As
far back as the George W. Bush administration,” the United States has taken
issue with a variety of Chinese industrial and trade policies. Over successive®
administrations,® these concerns broadened into a more generalized concern
with China’s trade surplus and nonmarket industrial practices that manifested
in a broad range of tariffs on Chinese goods and a retreat from the multilateral
trading system.

President Joe Biden has largely sustained Trump-era tariffs*° on China, and

in some cases expanded them, as with his recent decision* to double tariffs

on Chinese solar panels and quadruple those on electric vehicles. In this same
spirit, the White House’s proposed green steel and aluminum arrangement with
Europe aims to enlist Europe in raising tariffs on carbon-intensive Chinese
exports of these commodities. IPEF, meanwhile, seeks U.S. economic engagement
with Indo-Pacific countries as a counterweight to China’s deepening economic
connectivity in the region, which Beijing has pursued through FTAs such as

the Regional Comprehensive Economic Partnership (RCEP). Last, but not

least, a primary goal of the Biden administration’s industrial policy has been

to lessen dependence on Chinese inputs into critical supply chains and to limit
opportunities for Chinese economic coercion. This has carried over into the
administration’s trade agenda in the negotiation of a CMA with Japan and in a
supply-chain coordination agreement under the aegis of IPEF.

India’s economic posture toward China is more nuanced, but over the past
decade, it has moved toward derisking and overt competition with its neighbor.
Beijing and New Delhi are often aligned** in seeking special rights as developing
countries under trade rules at the WTO and in other international institutions,
yet at the same time, India has been among the most assertive countries
globally in pursuing anti-dumping actions against China. It has opened nearly
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150 investigations*® since 2014 alone, resulting in a broad suite of higher tariffs
on Chinese goods. (India opened 34 cases against the Republic of Korea, 20
against the European Union, and seven against the United States during this
same period.)

Such actions have dovetailed with tightened norms* on hundreds of

products and other nontariff measures aimed at limiting Chinese imports

and reducing India’s trade deficit with China. These moves have come as the
Modi administration has sought to position India as the next engine of global
economic growth and an export powerhouse and stand in striking contrast to
India’s pursuit of FTAs with European and Middle Eastern states. Reluctance
to allow further economic integration with China is likely a key factor driving
India’s disinterest* in joining RCEP, which China was instrumental in creating,
and the Comprehensive and Progressive Trans-Pacific Partnership,* another
large multilateral trading bloc.

Shared concerns about China’s trade practices do not guarantee cordial trade
relations, of course: The Trump presidency saw a flaring of trade tensions*
between Washington and New Delhi over some of the same goods, such as steel,
that took center stage in Trump’s trade wars with China. But by the same token,
the convergence of U.S. and Indian attitudes toward economic competition
with China reflects common goals of diversifying supply chains; onshoring

jobs and manufacturing; incubating nascent industries; and moving proactively
to address predatory and unfair trade practices. In the context of deepening
security cooperation and strengthened diplomatic relations, these overlapping
interests can lay a foundation for constructive dialogue on trade between the

two countries.
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State of play of U.S.-India trade

relations and the climate opportunity

Under President Biden and Prime Minister Modi, U.S.-India ties have improved
to perhaps their strongest state in the history of the bilateral relationship.
Security cooperation, animated primarily by concerns about Chinese
assertiveness in the Indo-Pacific, has anchored this revitalized partnership,
but the rapprochement has extended to domains including trade. Over the

past year, Washington and New Delhi settled all outstanding WTO disputes
between them, which covered traded goods ranging from steel to solar

panels to poultry—a sharp turnabout from the mini-trade wars of the Trump
administration. On the affirmative side of the agenda, India has joined all three
of the pillars of the U.S.-championed IPEF that concluded, and in 2023, U.S.
and Indian officials held an inaugural Strategic Trade Dialogue* focused on
cooperation around advanced technologies. These new trade arrangements and
convenings build on other, more established channels of communication such
as the U.S.-India Commercial Dialogue.#

Viewed against the longer history of U.S.-India trade relations, these recent
developments mark a notable step forward in establishing trust and constructive
dialogue between two countries that, for decades, found little to agree on when
it came to setting the terms of global commerce. Even so, economic cooperation

between India and the United States remains relatively shallow.

Despite India importing more goods and services from the United States than
from any other country, U.S. exporters to India face the highest tariffs*° of

any major economy*' and a host of import restrictions and product standards.

In turn, while the Biden administration pared back tariffs on Indian steel and
aluminum in connection with the resolution of related WTO disputes, it has

not reversed the Trump administration’s removal of Indias* from the currently
expired Generalized System of Preferences, which conferred zero-tariff rates on
a broad ranges of Indian exports. In areas of technical collaboration and trade
facilitation such as harmonization of customs nomenclature; interoperability of
product and performance standards; and joint approaches to carbon accounting,
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U.S.-India cooperation lags far behind that between the United States and
industrialized economies, particularly Europe.s* IPEF, while a welcome platform
to advance the shared interests of the United States and its partners in the
Indo-Pacific, has yet to meaningfully affect economic rulemaking in the region.

There is, therefore, considerable room for maneuver in pursuing a more robust
and market-shaping U.S.-India trade partnership than what exists today. To
date, the United States has prioritized the exchange of advanced technologies in
trade diplomacy with India, consistent with the broader emphasis on national
security issues in the bilateral relationship. Given the existential threat of
climate change and the similar ways in which Washington and New Delhi are
seeking to benefit from the predicted massive growth in green industries and
clean technologies, there is an equally compelling logic for reorienting U.S.-
India trade cooperation around the transition to a net-zero economy.

Such a focus presents clear synergies with the recent shifts in how India and the
United States are approaching trade. The range of goods and services relevant
to green trade are a small subset of those covered in most FTAs and avoid

some of the most contentious issues—such as agriculture—in the U.S.-India
trade relationship. This narrow scope of green trade lends itself to tailored,
creative trade cooperation that both Washington and New Delhi are pursuing—
including arrangements that enhance access to the U.S. market, as the proposed
U.S.-EU steel and aluminum deal would do. Green trade can likewise serve a
critical role in enabling both U.S. and Indian industrial policy by strengthening
supply chains, stimulating innovation, and broadening export opportunities

in the sectors promoted through the IRA and Make in India. Finally, green
trade would mitigate U.S. and Indian concerns about Chinese unfair trade
practices, excess capacity, and economic coercion by diversifying access to the
raw materials, industrial inputs, and finished products for which China has or is
seeking a dominant market position.

Several areas of shared interest between India and the United States in
particular offer pathways to cooperation around green trade.
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India and the United States are both investing in a clean
economy at an unprecedented scale

The nearly $400 billion in tax credits, grants, and loan guarantees for clean
energy production, manufacturing, and innovation under the IRA are by far
the largest industrial policy expenditures to occur during the Biden presidency
and are the most significant investment in climate mitigation in U.S. history.
These expenditures include not only incentives for renewable power generation
and EV purchases but also tax credits for green hydrogen production,

carbon capture and direct air capture technologies, sustainable aviation

fuel, energy storage, and heat pumps. Under the Make in India campaign,

the Modi administration has similarly instituted billions in “production-
linked incentives™s (PLIs)—effectively subsidies—to build up green hydrogen
production and manufacturing of solar panels and cells, advanced battery
technologies, EVs, hydrogen-powered vehicles, and electrolysers. Both the

IRA and PLI schemes contain credits and subsidies that extend only to goods
that are manufactured locally or that contain a certain percentage of domestic
inputs, also known as domestic content requirements. Some of these domestic
content requirements are linkeds to tariffs” on imports of the same goods.

The IRA and Make in India both entail unprecedented macroscale public
investment to support economic activities associated with decarbonization
under the banner of low-carbon development (Make in India) or climate
action and job creation (IRA). These investments will have powerful market-
shaping influences beyond both countries’ borders, with direct implications
for trade policy. With limited exceptions, domestic content requirements and
subsidies that advantage domestic firms and goods are disfavored under a strict
reading of trade rules. By unapologetically using such measures to stimulate
manufacturing, reshore production, and shape consumer preferences in ways
that advance sustainability goals, both Washington and New Delhi have staked
out a position that trade institutions and norms should be permissive of green
industrial policy.
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India and the United States cannot meet their climate
targets and green industrial plans with domestic
resources alone

The U.S. National Renewable and Energy Lab (NREL) assesses®® that the United
States will need to add approximately 500 to 9oo gigawatts (GW) of installed
solar power capacity; 600 to 1,200 GW of installed wind power capacity; 100 to
300 GW of energy storage capacity; and substantial deployment of hydrogen-
fueled combustion turbines and carbon capture technologies that are currently
under development to achieve 100 percent clean electricity by 2035. This
represents a scaling up of clean technologies by many multiples beyond what is
currently deployed in the U.S. market.

India, meanwhile, has targeted 50 percent installed power capacity from
nonfossil-fuel-based sources by 2030 in its most recent National Energy Plan®
(NEP), which translates to an increase from a 2023 capacity of 167 GW to at
least 500 GW by the end of the decade. To realize this target, the NEP calls for
increasing installed solar capacity from 54 to 365 GW; wind from 40 to 122 GW;
and hydropower from 51 GW to 94 GW. Such increases will require around 30
percent annual increases in solar capacity and 40 percent annual increases in
wind capacity through at least 2028.

A study®® by Ember, a European think tank, assessed that to meet the
International Energy Agency’s net-zero pathway, India would need to add an
additional 83 GW of solar power on top of the targets set out in the NEP. India’s
journey to net zero will eventually need far-higher levels of solar (5630 GW)
and wind (1790 GW) power capacity, according to a CEEW study,® raising
concerns about the long-term security of minerals, materials, components, and
finished products in the clean energy supply chains.

Making good on these renewable energy targets will require either major
increases in domestic production of solar and wind infrastructure or more
imports—or some combination of the two. On solar, the United States and
India are both ramping up their domestic manufacturing but on significantly
different scales. U.S. solar panel manufacturing capacity rose® to 16 GW

last year—a substantial increase, but still well short of the 40-56 GW in new
capacity required for decarbonization under NREL’s analysis. Up the supply
chain, the United States produces virtually no silicon ingots, wafers, or cells
essential to producing panels. Indian-made solar panel manufacturing capacity
grew to 65 GW in 2023, and cell capacity to 6 GW, and is projected® to reach 150
GW and 75 GW capacity, respectively, by 2026.
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With respect to wind power, the United States has identified offshore wind as
the primary source of additional capacity over the next decade, however, there
is virtually no U.S. domestic supply® chain for offshore wind facilities, and the
U.S. wind industry relies significantly on imports. Building a domestic wind
supply chain has been a key industrial policy goal for the Biden administration.

15 countries are home to at least 55 percent of each critical mineral for low-carbon
technologies
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Water; Paris: International Energy Agency; Davis, CA: University of California, Davis; Mumbai: World Resources Institute India, 2023).
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India’s wind power manufacturing capacity barely satisfies its deployment rate,
however, a recent analysis® projected that, as the industry grows, India will
become an export hub of onshore wind installations within five years. Like the
United States, India lacks a viable domestic supply chain to meet its offshore
wind targets.

Beyond renewable power generation, both the United States and India are
grappling with rising global demand®® for critical minerals to support the
manufacturing of EV and grid storage batteries, wind turbines, solar panels,
and other technologies central to both countries’ decarbonization plans. Of the
most commonly used minerals in these applications—lithium, copper, nickel,
cobalt, manganese, graphite, and certain rare earth metals—the United States
has substantial reserves only of lithium and nickel®. India has no operational
source®® of any critical minerals but has identified® lithium deposits in the
states of Jammu, Kashmir, and Chhattisgarh. In July 2023, India released an
official list of 30 critical minerals.”

Some of this demand can be managed through advances in recycling and
innovations that reduce the quantity of critical mineral inputs needed to
produce a given item—for example, next-generation wind turbine batteries
that require less of the chemical element neodymium than current models. But
for the foreseeable future, both the United States and India will need to look
beyond their borders to satisfy their critical mineral needs.

These domestic supply chain limitations across wind, solar, and minerals
have clear trade policy implications. Local demand that cannot be met with
local production necessitates foreign sourcing. Ultimately, individual firms
are responsible for their own supply chains, but trade policy can lower market
barriers; reduce regulatory frictions; bring predictability and transparency

to border duties; streamline customs paperwork; and facilitate technology
transfer and sharing of best practices. Some of the supply-side limitations
facing low-carbon industries in India and the United States may be alleviated
by increased trade in relevant goods and services between the two countries,
which trade policy can enable. Other challenges, particularly those relating to
critical minerals, require engagement with third parties, which Washington and
New Delhi may be able to pursue more effectively through a joint cooperative
framework rather than individual negotiations.
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The United States and India both seek to transform
climate investments into export opportunities

U.S. and Indian green industrial strategies are not just a story about meeting
domestic climate and energy security goals: Both New Delhi and Washington
see their investments in clean technology and renewable energy as a means of
creating export opportunities for their firms and enhancing competitiveness in
foreign markets.

Increasing exports has been an explicit goal” of the Make in India campaign,
with solar exports in particular identified” as a growth area. This focus is not
unjustified: Over the past few years, India has emerged as a significant exporter
of solar products. In 2023, Indian firms exported more than $1 billion in solar
panels, nearly all of which to the United States, a more than 200 percent
increase from the prior year. This growth is impressive, but it is still a small
fraction of the total solar export market, which is dominated by China, with
Japan, Malaysia, and Germany—and, more recently, Thailand and Vietnam—
accounting”? for most of the remaining share.

Since 2012, China, Japan, and Malaysia have led in solar
photovoltaic (PV) exports

Solar PV exports from top suppliers compared with the rest of the world and with total
exports, 2012-2021
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Since 2012, China, Germany, and Denmark have led in global
wind generator exports

Global wind generator exports from top suppliers compared with the rest of the world and
with total exports, 2012-2021
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(New Delhi: Council on Energy, Environment and Water, 2023).

Chart: Center for American Progress

The same is true in exports of wind power generators and turbines, where
Indian exports have doubled™ in the past year but are still dwarfed” by
incumbents” from China, the United States, and Europe.

Further development of the solar and wind power industries under the Make
in India campaign will likely increase India’s exports in these sectors both

in absolute terms and as a share of global trade. But the dominant position

of the major exporting countries in both wind and solar products along

with domestic energy needs make it unlikely that India will emerge in the
near term as a leading exporter of either category of goods. That being said,
should other countries follow the United States’ lead in imposing formidable
market barriers on Chinese solar panels—which have severely curtailed direct
Chinese penetration of the U.S. solar market—India would be well positioned
to fill some of the resulting market gaps. A recent CEEW study”” of clean tech
components finds that India has relative export competitiveness in six clean
energy-related products, such as synthetic graphite, aluminum foil, solar
wafer, polysilicon, ethylene vinyl acetate, and diamond wire saw. Such analysis
on a component-by-component basis could increase India’s role as a reliable
partner in diversifying clean tech supply chains while increasing mutual
interdependence between India and the United States.
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India is comparatively better positioned to establish a prominent perch in the
emerging green hydrogen sector as well as in exports of low-carbon steel and
other industrial goods for which green hydrogen is the most promising path to
decarbonization. The Modi administration’s standing up of a National Green
Hydrogen Mission,” which aims to make India the “Global Hub for production,
usage and export of Green Hydrogen and its derivatives,” reflects the scale of its
ambition. The initiative encompasses subsidies for green hydrogen production
and electrolyser manufacturing alongside pilot products into hydrogen
transportation and green steel.

The United States faces steep challenges in developing domestic solar and wind
supply chains to meet its renewable energy targets and is therefore unlikely

to be in a position to export solar and wind power products in significant
quantities in the near term. Likewise, the EV-related subsidies in the IRA are
focused on onshoring manufacturing and shaping U.S. consumer choices rather
than promoting competitiveness in foreign markets. But U.S. officials see the
catalytic investments of the IRA as supercharging” U.S. productivity and
innovation in clean technology, which will in turn give U.S. producers a leading
edge in supplying advanced technologies to the world. In a recent report,* the
Rhodium Group identified three “earlier-stage emerging climate technologies”
(ECTs) whose development and global deployment will be substantially
accelerated by the IRA: direct air capture technology, green hydrogen, and
sustainable aviation fuel. The report estimated that the cost-declines resulting
from IRA investments could lead to widespread adoption of these technologies
similar to what German feed-in tariffs accomplished for solar panels 20 years
ago and that “much of the potential emissions benefits of these incentives will

likely occur after 2030 and outside the US.”

Trade policy has a crucial role in optimizing the export opportunities created by
U.S. and Indian investments in net-zero industries. Solar and wind markets are
highly price sensitive and therefore responsive to tariff rates, as reflected by the
shallow penetration of Chinese solar products in the U.S. market in stark contrast
to most of the rest of the world. In addition, harmonized standards and customs
nomenclature will be vital for cross-border sales and transport of green hydrogen
and related products like low-carbon steel and hydrogen fuel cell batteries.
Alignment of green procurement rules and standards can unlock major contracts
with governments and state-owned enterprises. Finally, robust trade enforcement
measures can prevent a foreign competitor from dominating a prospective export
market through dumping and other anticompetitive practices.
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Both countries are seeking to deconcentrate renewable
energy supply chains and respond to Chinese excess
capacity in clean technologies

India and the United States share a concern about China obtaining or
preserving a dominant position in their respective domestic supply chains for
solar and wind power, EV batteries and finished EVs, and critical minerals. Such
concerns reflect China’s outsized share of global manufacturing capacity and
highly competitive prices in these industries, which have been made possible
by a vast and pervasive system of subsidies® and national economic policy that
favors overproduction and export-driven growth® over domestic consumption.
Chinese firms now account for 80 percent of all solar manufacturing® and

80 percent of global solar panel exports; 65 percent of lithium-ion battery
manufacturing® and 8o percent of lithium-ion exports; and 60 percent of wind
turbine manufacturing® and 50 percent of wind turbine exports. China is also
responsible for 9o percent of global refinement of rare earths (of which China
possesses 60 percent of natural deposits) and 60 percent to 70 percent of

lithium and cobalt refining.

The United States and India have to different degrees sought to limit the reach
of Chinese exports of some of these goods into their domestic markets. For
more than a decade, successive U.S. administrations have imposed or extended
tariffs on Chinese solar cells and modules (now 25 percent) as well as wind
turbines and towers (as high as 26 percent depending on the exporting firm).
Chinese lithium-ion batteries also now face significant tariffs (25 percent). In
2021, the U.S. Congress passed a law prohibiting imports of solar panels made
with forced labor in the far-western Chinese province of Xinjiang. The IRA’s
domestic content tax credits for solar and wind manufacturing and critical
minerals in EV batteries add additional barriers to Chinese imports.

These duties and restrictions have led to near total exclusion of solar panels
produced in China from the U.S. market in recent years, in stark contrast to
Europe which now accounts for around half*” of Chinese solar exports.

This narrative of a successful U.S. defense against cheap Chinese solar

exports is somewhat misleading, however. According to recent findings® by

the U.S. Department of Commerce, Chinese-produced solar panels are reaching
the United States via circumvention through Southeast Asian countries. A
recent analysis® estimated half of U.S. solar panel imports in 2023 were of
Chinese origin.
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Wind offers a more compelling narrative of U.S. management of Chinese
industry dominance. U.S. domestic production of wind towers and turbines
now accounts for more than half*° of newly installed onshore wind capacity.
Imported wind products originate from a small number of European and non-
Chinese Asian countries, of which India is the largest supplier. European firms
have been the primary bidders for offshore wind projects in the United States,
which remain at an early stage of development.

By contrast, China is still, by far, the largest supplier of EV batteries to the
U.S. market, increasing from around three quarters to nearly nine-tenths of
imports between 2022 and 2023.”" This lopsided imbalance may change as IRA
incentives and the new Section 301 tariffs make non-Chinese EV batteries
economically competitive.

India, meanwhile, has imposed even higher tariffs®* (40 percent on panels and 25
percent on cells) than the United States on all solar imports with a stated goal of
limiting Chinese imports. As a result, India is the only major importer of Chinese
solar parts to see a significant decline in import volumes since 2018. As with

the United States, there are credible concerns® about circumvention through
Southeast Asian countries, particularly those with which India has FTAs.

In contrast to solar, most turbines and other components of onshore wind
facilities are produced locally in India, however, a few key products are
imported mostly from China, such as hub and blade castings. Tariffs on
imported wind products are de facto low thanks to customs duty concessions,
although the government is reportedly considering revoking® some of those
concessions in emulation of its approach to solar imports.

Like the United States, China is the main supplier of lithium-ion batteries to
the Indian market. Also as with the United States, this seems unlikely to change
in the near term. However, the Indian government recently announced a PLI®
aimed at boosting domestic manufacturing of the advanced chemistry cells
used in EV batteries.

India is not alone among emerging markets and developing economies in facing
rising Chinese imports for clean energy products. A CEEW study,* officially
commissioned during India’s G20 presidency in 2023, found that the number
of countries with concentrated imports of solar PV increased from 38 to 71
between 2012 and 2021 and from 19 to 49 for lithium-ion batteries during the

same period. The share of high-income countries with concentrated imports
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for solar PV and lithium-ion batteries increased from just lower than 50 percent
to just higher than 60 percent. But the share of countries facing concentrated
imports hovers upwards of 8o percent for upper middle-income economies

and above 90 percent for lower middle-income economies. Highlighting the
challenges of such concentration, India used its G20 presidency to push the
concept of energy security for “fuels for the future.”

Since 2012, the share of countries with concentrated solar photovoltaic (PV), wind
generator, and lithium-ion battery imports has increased

Percentage of countries with and without concentrated imports, 2012-2021
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Energy, Environment and Water, 2023).
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Since 2012, clean energl supply chains have been highly concentrated across country
income levels, with middle- and high-income countries seeing increased concentration

Percentage of countries with concentrated imports of solar photovoltaics (PVs), wind generators, and
lithium ion batteries, 2012-2021
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Critical minerals present different challenges for the United States and India
given natural limitations on domestic supply in both countries. The United
States has sought to leverage IRA subsidies and more recently imposed tariffs
to discourage the use of Chinese-sourced critical minerals in EV batteries sold
into the U.S. market and has pursued supply chain arrangements with countries
rich in lithium and copper such as the Democratic Republic of the Congo,”
Zambia *® and Indonesia.”® India has incorporated critical minerals into its trade
priorities, for example in its FTA with Australia, which will enhance its access
to lithium and other minerals, and is encouraging state-owned mining groups
to seek concessions in South America and Africa. Both India and the United
States are seeking greater coordination around critical mineral supply chain
development through the Minerals Security Partnership (MSP), which excludes
China. India was the first non-G7 country to join the MSP.

Overall, New Delhi and Washington can claim partial success in using mutually
reinforcing trade and industrial policy interventions to reduce or prevent
dependency on Chinese-made goods essential to the clean energy transition.
But even this partial success is at risk of faltering in the face of China’s sheer
cost advantage as it seeks to dump its excess manufacturing capacity'*® on the
world. It bears noting that both the Indian and U.S. approaches to derisking the
wind and solar sectors have centered around support for domestic industry and
raising market barriers on Chinese firms. Neither country has seriously pursued
new trade relationships to fill anticipated supply gaps. Critical minerals are a
different story, but here too the level of bilateral and multilateral cooperation
has been well short of what is likely required to ensure reliable and equitable
allocation of these scarce resources in the face of surging global demand.
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An answer to skeptics

Beyond the practical benefits described above, enhanced U.S.-India cooperation
around green trade would also lend credibility to both countries’ visions for
economic growth and industrial transformation.

For India, such cooperation would offer a counterexample to the common
complaint' that New Delhi is overly focused on an export-led development
model—what one commentator recently called'®* “manufacturing fetishism”—
at the expense of the services sector and small and medium enterprises. Such
criticism generally centers on India’s overall poor record on industrial policy
and the belief that there is insufficient foreign demand to support a new global
manufacturing hub in Asia. These claims are not easily dismissed. The Make in
India campaign has fallen short of its targets' for job creation and expansion
of the manufacturing sector, a seeming echo of the many failures of India’s
pre-liberalization era of central planning. Meanwhile, governments around the
world are grappling'** with China-driven excess supply across numerous sectors
and are taking measures to build their own domestic supply chains.

The actual picture, however, is more nuanced. Even though industrialization
has not proceeded at the audacious pace Indian authorities set out, the PLI
schemes attracted around $12 billion in investment'®s in 2023, about one-
quarter of which went to the solar sector. In addition, many of the country’s
leading firms'® are capitalizing'®” on PLIs and other incentives to make large-
scale investments'® in clean technologies,®® which has coincided with surging
FDI'* into electricity generation and transmission projects. With respect

to export opportunities, China’s overproduction relative to global demand
may have the ironic consequence of increasing demand for Indian goods as
importing jurisdictions seek to offset the market gaps created by protective
tariffs. The other growth opportunity is in India’s dynamic startup ecosystem
(by some claims, the third largest in the world"?) that is seeking to capitalize
on the digital and decarbonization trends in India. Startups will need more
sources of venture capital,” not just public subsidies, to innovate and position
themselves within clean tech supply chains.
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For the United States, cooperation with India would demonstrate that
Washington is bringing a strategic lens to the diversification of clean energy
supply chains that takes an expansive view of “friendshoring” to include
emerging manufacturing powers. Negative'+ reactions™ to the Biden
administration’s recent 301 tariffs on Chinese goods have emphasized their
probable chilling effect on the deployment of clean energy infrastructure in the
United States and the absence of a complementary trade strategy to compensate
for domestic production limitations and to keep costs down.

As with concerns over Indian industrial planning, these criticisms have more
than a grain of truth. The IRA has stimulated substantial investment in the
U.S. clean energy and EV sectors, but not at a scale” needed to meet climate
targets."” Additionally, imminent tariffs"® on non-Chinese solar panels

and forthcoming™? steps™° to crack down on circumvention™ are likely to
constrain imports of clean energy goods and commodities from Mexico and
East and Southeast Asia. These moves, alongside stringent limits'** on Chinese
investment in suppliers hoping to qualify for IRA tax credits, mean the United
States will need to look beyond the usual suspects to supply the materials

for its green transition. To date, Washington’s efforts at building these new
relationships—confined to a few attempts at negotiating critical minerals

agreements—have been anemic at best.

Properly managed, a strategic U.S.-India green trade partnership will give
New Delhi a story to tell about how its industrial policy set the conditions for
a deepened commercial relationship with the world’s largest economy that
could lead to an expanded footprint in global clean energy supply chains. It
will also reassure skeptics of U.S. green industrial policy that Washington

is not blind to the supply chain challenges presented by the new Section 301
tariffs and is open to new sources of finished and intermediate goods necessary
to its decarbonization goals. Of course, such a partnership by itself will not
solve U.S. clean energy deployment needs—nor will it guarantee India’s
global manufacturing ambitions. But it will send a positive signal about both
countries’ pragmatism and resolve in meeting these challenges.
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Recommendations

As described above, more synergies exist between the U.S. and Indian
approaches to trade now than at any earlier point in the bilateral relationship.
Still, the United States and India do not see eye to eye on every trade policy
question, with the most notable divergence being the desirability of broad-scope
FTAs. Cooperation around green trade would be more effective and impactful if
New Delhi and Washington sought out creative partnerships focused on specific
areas of shared interest. In that spirit, this report offers 10 recommendations

for elevating climate and clean energy in the U.S.-India trade relationship.

Pursue interoperability of sustainability standards, carbon accounting, customs
nomenclature, and green procurement. A constructive, trust-building first step

in strengthening U.S.-India cooperation around green trade is pursuing more
robust forms of the kind of “soft” cooperation that has been the main focus

of U.S. trade diplomacy in recent years. Soft cooperation refers to nonbinding
discussions aimed at ensuring differences in regulatory systems, product and
performance standards, and scientific measurement frameworks do not impede
trade and technology transfer that is in the mutual interest of trading partners.
Some of this soft cooperation occurs between the United States and India
under IPEF and in high-level technology dialogues, but much more could be
done to build a rules-based architecture around clean technology, renewable
power, green hydrogen, and low-carbon-intensive goods. Priority areas for soft
cooperation between New Delhi and Washington include:

Developing joint approaches to carbon accounting for use in product
standards, border carbon measures, and public procurement

Updating customs nomenclature to better reflect reverse supply chains and
the circular economy and distinguish between low- and high-carbon versions
of the same good

Harmonizing standards and regulatory definitions for clean technologies, such
as green hydrogen and carbon capture and storage, for maximal emissions-

reduction performance
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Sharing best practices around green public procurement

Develop shared principles around green subsidies. Both the United States and
India are using targeted financial support schemes, including domestic content
requirements, to boost domestic manufacturing, create jobs, and reduce
dependence on Chinese imports in a range of clean technology goods such

as solar panels, wind turbines, and EV batteries. Such subsidy schemes have
historically been a source of tensions between trading partners, including
between the United States and India. Yet given their mutual interest in using
all available policy tools to achieve a green transition and strengthen energy
security, New Delhi and Washington would be well-served by mutually
recognizing the legitimacy of such subsidy schemes and by developing shared
principles and best practices relating to their design, implementation, and
duration. (Such an idea was proposed more than a decade ago'® when the
first set of clean energy subsidies related disputes emerged between the two
countries.) The outcome of recent negotiations between the EU and Japan on
unifying subsidy rules could serve as a point of departure.

Agree on endorsing clean energy subsidies along with joint investment. The Office

of the U.S. Trade Representative and the Indian Ministry of Commerce

and Industry could ink an agreement endorsing subsidies for clean energy
industries, something that current trade rules generally do not allow. To make
such subsidies more palatable to both countries, the agreement could also
promote joint investments in each other’s markets and clean tech industries.

This kind of agreement has precedent: India and the European Free Trade
Association (comprising Iceland, Liechtenstein, Norway, and Switzerland)
already established a similar arrangement™s earlier this year, establishing a trade
and economic partnership that provided for European investments into India of
around $100 billion.

Enhance transparency and information exchange to build supply chains based

on complementary strengths. Lack of awareness and data about global
decarbonization projects, investments, technologies, and resources is a major
obstacle to building new clean energy supply chains. To address this challenge,
the United States and India should collaboratively develop a mechanism to
track such information and share it with investors, firms, and other private-
sector actors to identify and mobilize finance around new clean energy supply
chain relationships. The focus of such collaboration should be on leveraging
U.S. and Indian respective comparative advantages—for example, India’s

strong tradition of technical education and comparatively low labor costs and
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expansive U.S. public investment in innovation in clean technologies. These
efforts could include partnerships between U.S. and Indian institutions to
codevelop technologies relevant to clean technology supply chains; conduct
periodic assessments of emerging technologies such as green hydrogen; and
collect relevant data on existing technologies relating to their efficacy, suitable

applications, and availability.

Consider a green goods and services list. Proposals for a list of “environmental
goods” for low- or zero-tariff treatment have been on the international

trade agenda for many years, most recently in failed negotiations around

an “Environmental Goods Agreement” at the WTO. Such proposals have
foundered on broad and subjective definitions of what makes a good
“environmental,” which in turn has encouraged governments to pursue nakedly
self-interested approaches in negotiations by seeking to include as many of their
export products as possible in the agreed list of items—even where they have, at

best, a tenuous relationship to sustainability.

These obstacles notwithstanding, the general concept of encouraging trade
in goods with positive sustainability impacts remains sound. One likely
more effective approach would be to deputize a panel of independent experts
to identify a set of goods and services most important to the clean energy
transition and industrial decarbonization, which could then be taken up by
negotiating parties. Such a “green goods and services” list is more likely to
see the light of day in a bilateral or small plurilateral context than in the
WTO given the number of competing perspectives and difficult negotiating
conditions of the latter. To that end, the United States and India—which face
overlapping but distinct supply-side challenges in meeting the material needs
of their green industrial policies and emissions-reductions targets—could
collaborate on the development of such a list with a view toward targeted
tariff reductions in some or all of the identified goods. From there, the two
countries could seek to expand this green goods and services club to like-
minded countries such as the other Quad members, the European Union, or
the United Kingdom.

Pursue a bilateral sectoral agreement that ties market access to carbon intensity.
The low probability of a U.S.-India FTA for the foreseeable future does not
mean new market access arrangements between Washington and New Delhi
are presumptively off the table. As demonstrated by the U.S.-initiated GASSA
negotiations with the European Union, the United States is open to the creative
use of tariffs and import restrictions to encourage decarbonization of industry
and trade in clean technologies and low-carbon commodities. Just as with
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GASSA, compelling environmental and economic grounds exist for a sectoral
agreement between the United States and India that recognizes the investments
both sides are making in decarbonization and mitigates the market-distorting
effects of Chinese excess capacity. A green goods and services list, described
above, could be the basis for such an agreement, but it may be more feasible to
focus on a specific industrial ecosystem such as green hydrogen and low-carbon
steel, lithium and EV batteries, or carbon capture technology and low-carbon

cement clinker.

There is also an opportunity to create minilateral platforms for cooperating
on technology co-development and manufacturing in specific sectors. Such

an approach recognizes that clean technology products are rapidly evolving
and negotiations solely on market access for existing technologies hide the
potential for collaborating on creating and expanding markets for incremental
and breakthrough technological advances.

Explore a climate peace clause. The settling of seven WTO disputes between India
and the United States in the past two years, two of which related to clean energy,
could serve as a foundation for a broader entente between the two countries

on trade matters. A recent discussion paper'* by two U.S. nongovernmental
organizations—the Sierra Club and the Trade Justice Education Fund—set out
the policy rationale and design features of “climate peace clauses,” defined in the
paper as “a time-bound, self-enforcing commitment from governments to refrain
from using dispute settlement mechanisms in international trade agreements

to challenge other countries’ climate mitigation and/or clean energy transition
measures.” Such peace clauses could be tailored to match the shared interests of
the parties, for example, by applying only to explicitly enumerated goods such

as solar products or to specific legal regimes such as the GATT. For the United
States and India, a bilateral climate peace clause would not only serve as a helpful
adjunct to other forms of trade cooperation but would also signal the importance
of creating policy space for ambitious green industrial planning.

Deepen cooperation around critical minerals. There is no shortage of discussion
of critical minerals in diplomatic settings—including between Washington and
New Delhi—but to date, these conversations have produced few concrete steps
to ensure stable and predictable supply chains or to reduce material intensity
in clean technologies. India and the United States should accordingly pursue
greater cooperation around critical minerals both bilaterally and through the

Quad. Areas for collaboration include:

Tools to encourage end-of-life recycling of batteries, solar panels, and other
minerals-intensive goods, including facilitating trade in waste across borders

Center for American Progress Climate Is the Future of the U.S.-India Trade Relationship



Joint investment in new technologies to explore and mine critical minerals

Coordinated research and development and use of public procurement to
incubate and commercialize alternative, material-efficient technologies

Establishment of a critical minerals strategic stockpile as a safety net for
unexpected supply chain disruptions

Host constructive discussions around border carbon adjustments. The European
Union’s introduction of its Carbon Border Adjustment Mechanism (CBAM),
which applies a fluctuating fee to imports based on their embodied carbon
content, has generated mixed and often passionate reactions around the
world. New Delhi has indicated it has not ruled out challenging the EU CBAM
in the WTO, even as it is considering measures to minimize the competitive
disadvantage carbon tariffs would create for its exports. For their part, the U.S.
policymakers are also considering some form of border carbon adjustment
(BCA), which if enacted, would likely be substantially different from the EU
CBAM in its design and scope.

The politics of BCAs make it unlikely that Washington and New Delhi

will see eye to eye on these issues. Even so, there is an opportunity to
avoid the intense acrimony generated by the EU CBAM—which is partly a
result of inconsistent and condescending messaging from Brussels—and
partly a function of design elements that much of the Global South views
as unnecessarily provocative and coercive, such as allocation of CBAM
revenues to the general EU budget and a myopic focus on carbon pricing

to the exclusion of other forms of climate ambition. Constructive, closed-
door conversations among U.S. and Indian officials about BCA design and
implementation, including discussion of reduced fees for developing countries
and offsetting investments in industrial decarbonization, could prevent an
eventual U.S. BCA from spoiling broader U.S.-India cooperation on climate
and trade.

Promote diffusion of next-generation climate technologies. India and other
developing countries remain concerned about the concentration of clean tech
intellectual property. A CEEW study*” found that 20 countries owned about
85 percent of published renewable energy patent applications between 2000
and 2023, within which group Japan, the United States, Germany, China, and
the Republic of Korea accounted for 85 percent of the published applications.
The Rhodium Group has predicted that the IRA’s catalytic investments into
emerging climate technologies could contribute to major emissions reductions
outside the United States in five to 10 years. As these technologies mature,
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the United States and India should discuss measures to speed their diffusion
and commercialization in India to open new decarbonization pathways for the
country. Such measures could include using public procurement to provide

a stable market for such technologies, compulsory licensing arrangements to
facilitate technology transfer, and enhanced market access for U.S. exports.
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Conclusion

No matter how the United States and India cooperate on green trade, their
partnership is likely to reverberate well beyond the bilateral relationship. At

a time when global trade rules and institutions are at risk of obsolescence

and climate-related trade measures have attracted fierce criticism from the
Global South, a deal between New Delhi and Washington would send a strong
message that developed and developing countries can work together to prosper
in a global economy defined by transformative industrial policy, great power
competition, and the rise of clean energy industries. Rather than fall back into
old patterns, the United States and India should embrace this message and
exercise global leadership on trade at a moment when it is sorely needed.
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