4. Section 301 Investigation- International Relation

The recent launch of a Section 301 investigation by the United States Trade Representative (USTR)
against 16 nations, including India and China, marks a pivotal escalation in global trade tensions. This
move follows a significant legal setback for the Trump administration, where the US Supreme Court
restricted the use of emergency powers for imposing tariffs, forcing a shift back to traditional trade
statutes.

To understand the current trade friction, it is necessary to define the two primary legal instruments the
US government uses to regulate international commerce-

Section 301 (Trade Act of 1974)- A domestic legal tool that authorizes the USTR to investigate and
respond to "unreasonable or discriminatory” foreign government practices that burden or restrict US
commerce. It is often referred to as the "Big Stick” of US trade policy.

International Emergency Economic Powers Act (IEEPA) of 1977- A law granting the President broad
authority to regulate economic transactions following a declaration of a "national emergency” regarding
an external threat.

Trade Surplus- An economic condition where a country's exports to a partner exceed its imports from
that same partner.

Structural Overcapacity- A situation where a country's production facilities are built to produce far
more goods than its domestic market can consume, often fuelled by subsidies, leading to "dumping” in
international markets.

The transition to a Section 301 probe is not accidental; it is a tactical response to a major judicial ruling.

Feature IEEPA (International Emergency Powers) Section 301 (Trade Act)

Trigger Declaration of a National Emergency. Unfair trade practices or treaty
violations.

Legal Recently ruled illegal by the US Supreme Court Validated statutory path for trade

Status for unilateral tariff imposition. investigations.

Process Immediate executive action/sanctions. Fact-finding investigation, public
hearings, and negotiations.

Objective | National security and foreign policy threats. Protecting US industry, IP, and workers.

The Section 301 process is structured to provide a legal justification for retaliatory trade actions.
Investigation Phase- The USTR examines specific foreign policies, such as subsidies, intellectual
property theft, or market access barriers.

Consultation- The US typically seeks to negotiate a resolution with the target country during the probe.
Determination- If the USTR finds that the foreign country’s practices are indeed "unfair,” the US
government is authorized to act.

Retaliation/Penalties- Potential measures include-

1. Significant import tariffs on specific goods.

2. Import restrictions or quotas.

3. Suspension of trade agreement benefits.

The USTR has identified several specific economic "red flags" regarding India’s current trade trajectory.

The US has expressed concern over the growing bilateral trade imbalance. In 2025, India’s trade surplus
with the US reached approximately $58 billion, a figure the administration views as an indicator of
lopsided market access.



The US alleges that India has developed “structural overcapacity’—producing more than it consumes—
to capture global market share. Key sectors under fire include-

Textiles- Large-scale production exceeding domestic demand.

Healthcare Products- Concerns over pharmaceutical and medical device pricing and production.
Automotive and Construction Goods- Rapidly expanding export footprints.

A primary point of contention is the solar energy sector. The US claims India’s solar module
manufacturing capacity is nearly three times its domestic demand. The USTR argues this indicates an
intent to flood the US market with low-cost components, potentially hurting American green-energy
manufacturers.

The investigation into 16 countries suggests a broader strategy of “protectionist” realignment.
Supply Chain Disruption- If tariffs are imposed, companies that rely on Indian textiles or automotive
parts may face significantly higher costs.

shift in Diplomacy- This probe marks a departure from the “strategic partnership” rhetoric, placing
economic competition at the forefront of the US-India relationship.

Retaliatory Measures- Historically, countries targeted by Section 301 (like China or India) have
responded with their own "counter-tariffs” on US agricultural products (like almonds or apples),
potentially leading to a trade war.

The Supreme Court's ruling that IEEPA-based tariffs were illegal has effectively "disarmed” the President's
ability to use emergency declarations to bypass Congress on trade. By reverting to Section 30], the
administration is attempting to achieve the same protectionist goals through a more rigorous, albeit
slower, legal framework that is harder to challenge in court.

Source- https-//indianexpress.com/article/business/us-initiates-section-301-probe-against-india-
china-14-others-10579085/
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