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AND THE FUTURE OF GLOBAL ENERGY

When U.S. President Donald Trump announced
a 50% total tariff on Indian goods 25% as a
baseline and an additional 25% penalty over
India’s continued purchase of Russian oil it
marked more than just another round in the
trade war. It was a direct attempt to use
economic pressure as a lever in global energy
politics. The move not only targets India’s oll
procurement strategy but also reverberates
through the broader global conversation about
energy security, renewable adoption, and the
geopolitical balance of power.

India, the world’s third-largest oil importer,
sources 35-40% of its crude from Russia. The
reasons are economic and strategic: Russian oil
is offered at discounted rates, saving India an
estimated $7-10 billion annually. These savings
bolster the country’s trade balance, keep
inflation in check, and help fuel one of the
world’s fastest-growing economies. However,
Trump'’s tariff threatens to erase those economic
gains by hammering India’s export industries,
particularly labor-intensive sectors like textiles,
gems, and auto parts.
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While the stated U.S. objective is to choke off
funding for Russia’s war effort in Ukraine, critics
argue that the move is selective and
hypocritical. Western European nations, for
instance, continue to rely on Russian energy in
various forms, yet face no comparable trade
penalties. Nobel laureate Abhijit Banerjee has
gone as far as to suggest that India must now
critically evaluate whether the benefits of cheap
Russian oil outweigh the costs of escalating
trade friction with its largest export market.

Economic Pain Points for India

The tariff comes at a precarious moment for
India’s economy. The U.S. is India’s largest
single export destination, accounting for billions
in annual trade. Higher tariffs could make Indian
goods uncompetitive, forcing exporters either to
absorb losses or lose market share. Industries
already battling tight margins like apparel
manufacturing in Punjab and jewelry workshops
in Surat would be the first to feel the pain.
Moreover, the tariff indirectly pressures India’s
refining sector. Indian refiners, many of which
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have upgraded facilities to handle Russian
grades like Urals crude, could find themselves in
a bind: pivot to more expensive Middle Eastern
or U.S. oil and face higher import costs, or stick
with Russian supplies and risk prolonged trade
sanctions.
India has responded by ramping up imports of
U.S. crude, LNG, and LPG moves that may act
as a partial hedge against worsening diplomatic
fallout. But the diversification is a tightrope act;
too much reliance on American energy risks
making India vulnerable to future policy swings
in Washington.

Tariffs as a Geopolitical Tool: A Trump

Playbook

This is hardly the first time Trump has used
tariffs to achieve foreign policy goals. His first
administration (2017-2021) and current term
are peppered with similar maneuvers:

« 2018 Solar Panel Tariffs: A 30% tariff on
imported solar panels, later reduced to 15%,
disrupted renewable energy markets and
raised project costs in the U.S. The move
was framed as protecting domestic
manufacturing, but critics argued it slowed
the clean energy transition.

« 2025 Venezuelan Oil Tariff: A 25% tariff was
levied on countries importing oil from
Venezuela, mirroring the India-Russia
situation, but tied to U.S. sanctions on
Nicolas Maduro’s government.

« 69-Nation Tariff Wave: Since early 2025,
Trump’s administration has announced
sweeping tariffs against dozens of countries,
from China to EU members, often blending
trade  protectionism  with  geopolitical
messaging.

In Trump’s worldview, tariffs serve multiple
functions: they punish adversaries, pressure
allies, and signal to domestic voters that the
U.S. is acting tough on trade. For target
countries, however, they create uncertainty that
can spill over into energy and industrial policy.

The Energy Transition Angle

One of the less-discussed consequences of
Trump’s India tariff is its potential impact on the
global shift toward renewable energy.
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On paper, forcing India to pay more for fossil
fuel-related trade could incentivize greater
investment in clean energy. In practice,
however, the dynamics are more complex.

India has been increasing its role in the global
renewable supply chain, with solar PV module
exports to the U.S. growing from 2.5% to over
10% of U.S. imports between 2022 and 2024.
Those gains are now at risk. The blanket nature
of Trump’s tariff doesn’'t distinguish between
fossil fuel-linked exports and green technology,
meaning that Indian-made solar panels, wind
components, and battery materials could
become more expensive for U.S. buyers.

Such measures may inadvertently slow the
renewable rollout in the U.S. while discouraging
clean energy manufacturing in India. Worse still,
they could push India to deepen ties with China
for renewable technology supply a move that
would undermine the very “decoupling” from
strategic rivals that U.S. policy often seeks.

Trump’s tariff on India over Russian oil imports
goes beyond a bilateral dispute it highlights how
energy, economics, and geopolitics now
intersect. The move pressures India to choose
between reducing Russian oil, diversifying trade
away from the U.S., or accelerating renewable
adoption. While renewables offer the most
strategic long-term path, they require major
investment and policy stability. Globally, such
trade measures risk fragmenting energy
markets into politically aligned blocs, potentially
slowing climate progress. The episode raises a
broader question: will U.S. trade pressure
achieve strategic goals, or simply push
countries to form alternative energy alliances

outside American influence?
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