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This paper examines whether the tariffs imposed by the United States on Chinese goods during the Trump administration created export
opportunities for India through trade diversion effects. The U.S.—China trade war, which began in 2018, significantly altered global trade
patterns and supply chains by increasing tariffs on a large volume of Chinese imports. These tariffs reduced the competitiveness of Chinese
exports in the U.S. market and created opportunities for alternative exporting countries to increase their exports to the United States. This
study investigates whether India benefited from these trade shifts using product-level export data for the period 2015-2021.

The study compares India’s export growth, market share, and sectoral export performance in tariff-affected and non-tariff product
categories during the pre-tariff period (2015-2017) and tariff period (2018—2020). The empirical analysis is based on export growth models
that include tariff exposure, trade openness, and exchange rate variables. The results show that India’s exports increased significantly in tariff-
affected sectors such as textiles, chemicals, engineering goods, and iron and steel products during the tariff period. India’s market share in
U.S. imports also increased in these sectors, while Chinese exports declined, indicating the presence of trade diversion from China to India.

Regression results confirm that tariff exposure had a positive and statistically significant impact on India’s export growth in tariff-
affected product categories. The findings suggest that protectionist trade policies can create export opportunities for third countries through
trade diversion and global supply chain adjustments. However, India’s gains were smaller compared to some Southeast Asian countries due to
structural constraints such as logistics costs, infrastructure limitations, and manufacturing competitiveness.

The paper contributes to the literature on trade wars and third-country effects by providing product-level evidence that tariffs imposed
during the U.S.—China trade war generated export opportunities for India. The policy implication of the study is that India should improve
export competitiveness, infrastructure, and integration into global value chains to take advantage of future shifts in global trade patterns and
supply chain restructuring.
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1. INTRODUCTION

The global trading system experienced significant disruptions
during the U.S.—China trade war that began in 2018 under the
Trump administration. The United States imposed tariffs on a large
volume of Chinese imports in order to reduce the trade deficit,
protect domestic industries, and address concerns related to

a result, trade policy shocks between major economies can
generate spillover effects across the global economy. These
spillover effects can occur through supply chain disruptions,
changes in foreign direct investment flows, and trade diversion
effects.

intellectual property and trade imbalances. In response, China
imposed retaliatory tariffs on U.S. goods, leading to one of the
largest trade conflicts in recent economic history. The trade war
significantly affected global trade flows, production networks, and
international supply chains.

The U.S.—China trade war had implications not only for the two
countries directly involved but also for third countries connected
through global trade and production networks. Modern
international trade is characterized by global value chains in which
production is fragmented across multiple countries, and firms rely
on imported intermediate goods and global sourcing networks. As

One of the key economic mechanisms through which third
countries are affected by trade wars is trade diversion. Trade
diversion occurs when tariffs imposed on imports from one country
lead importing countries to shift imports toward alternative
suppliers. When tariffs increase the price of imports from one
country, importing firms may substitute imports from other
countries that produce similar goods. In the context of the U.S.—
China trade war, tariffs imposed on Chinese goods increased the
price of Chinese exports in the U.S. market, potentially creating
export opportunities for other exporting countries such as India,
Vietnam, Mexico, and Taiwan.
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During the trade war period, several developing and emerging
economies experienced changes in export patterns as global supply
chains adjusted to new trade barriers. Some multinational firms
relocated production from China to other countries to avoid tariffs,
while U.S. importers diversified their sourcing away from China.
These changes in global trade patterns created opportunities for
alternative exporters in sectors such as textiles, chemicals,
engineering goods, electronics, and machinery. However, the
extent to which different countries benefited from trade diversion
varied depending on their export structure, competitiveness,
infrastructure, and integration into global value chains.

India is one of the largest emerging economies and has a diversified
export structure that includes textiles, pharmaceuticals, chemicals,
engineering goods, iron and steel products, and electrical
equipment. Because many of these sectors overlap with Chinese
exports to the United States, India was potentially well positioned
to benefit from trade diversion during the U.S.—China trade war.
However, the extent to which India actually benefited from the
trade war remains an empirical question that requires detailed
analysis using product-level trade data.

Most existing literature on the U.S.—China trade war focuses on the
direct impact of tariffs on the United States and China, including
effects on trade flows, prices, welfare, and global value chains.
Relatively fewer studies examine whether third countries benefited
from export opportunities created by tariffs on Chinese goods.
Understanding third-country effects is important because trade
wars can redistribute trade across countries rather than simply
reducing global trade. In other words, trade wars may create both
losers and winners in the global economy.

This paper examines whether Trump tariffs created export
opportunities for India through trade diversion effects using
product-level export data for the period 2015-2021. The study
compares India’s export growth and market share in tariff-affected
and non-tariff product categories during the pre-tariff period and
the tariff period. The empirical analysis also estimates regression
models to examine the relationship between tariff exposure and
India’s export growth.

The paper makes three main contributions. First, it provides
product-level evidence on whether India benefited from trade
diversion during the U.S.—China trade war. Second, it contributes
to the literature on trade wars and third-country effects by
examining export opportunities created by tariffs. Third, the paper
provides policy implications for India’s trade strategy and export
competitiveness in the context of global supply chain restructuring.

Figure 1. Trade Diversion Mechanism during the U.S.—China
Trade War
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2. LITERATURE REVIEW

The literature on the U.S.—China trade war and its global
implications has grown significantly in recent years. Existing
studies mainly focus on the impact of tariffs on trade flows, global
value chains, trade policy uncertainty, and third-country effects
such as trade diversion and supply chain relocation (Amiti,
Redding, & Weinstein, 2019; Fajgelbaum et al., 2020; Luo,
2026).

One strand of literature examines the direct impact of tariffs on
trade between the United States and China. Studies show that
tariffs imposed during the trade war increased import prices,
reduced trade volumes, and created welfare losses for both
countries. Protectionist trade policies increased trade costs and
reduced global trade efficiency. Tariffs also increased uncertainty
in international trade policy, which affected investment decisions,
global production networks, and trade flows (Amiti et al., 2019;
Fajgelbaum et al., 2020; Handley & Liméo, 2017).

Another important strand of literature focuses on global value
chains and supply chain adjustments during the trade war. Modern
international trade is organized through global production
networks in which production is fragmented across multiple
countries. Trade policy shocks between major economies can
therefore affect third countries through supply chain linkages.
Firms often respond to tariffs by relocating production or changing
sourcing patterns to avoid higher trade costs. As a result, the U.S.—
China trade war led to restructuring of global supply chains, with
some production shifting from China to other Asian countries
(Luo, 2026; Yamashita & Armstrong, 2026; Chin, Ong, & Foo,
2026).

Several studies examine the third-country effects of the U.S.—
China trade war. These studies show that while some countries
experienced export declines due to reduced Chinese demand, other
countries benefited from trade diversion and increased exports to
the United States. Trade diversion occurs when tariffs imposed on
imports from one country lead importing countries to substitute
imports from other countries producing similar goods. Empirical
studies using trade data and gravity models find that U.S. imports
from China declined in tariff-affected product categories and
imports from alternative suppliers increased during the trade war
period (Hayakawa, 2026; Chin et al., 2026; Yamashita &
Armstrong, 2026).

Research also shows that trade policy uncertainty increased
significantly during the trade war and affected global trade
patterns. Trade policy uncertainty can reduce exports and
investment because firms delay decisions when future trade
policies are uncertain. However, trade policy uncertainty can also
lead firms to diversify export markets and supply chains, which
may benefit some third countries (Handley & Limao, 2017;
Hayakawa, 2026).

Another strand of literature examines foreign direct investment
relocation and production relocation during the trade war. Some
studies find that Chinese firms relocated production to Southeast
Asian countries such as Vietnam, Thailand, and Malaysia to avoid
tariffs imposed by the United States. This relocation increased
exports from these countries to the United States and strengthened
regional production networks (Chin et al., 2026; Moosa, 2026).

Despite the growing literature on the U.S.—China trade war,
relatively fewer studies examine whether India benefited from
trade diversion during the trade war period. Most studies focus on
Southeast Asian countries, particularly Vietnam and ASEAN

© 2026 EPRA JEBR | EPRA International Journal of Economic and Business Review | https://eprajournals.com/ ' 60



SJIF Impact Factor2026: 8.885 || DOI: 10.36713/epra2012 | Volume-14 | Issue-3 | March 2026 | e- ISSN: 2347-9671 | p- ISSN: 2349-0187

economies. However, India has a diversified export structure and
exports several products similar to Chinese exports, such as
textiles, chemicals, engineering goods, pharmaceuticals, and steel
products. Therefore, India could potentially benefit from trade
diversion when tariffs reduce Chinese exports to the United States.

This paper contributes to the literature by examining whether
Trump tariffs created export opportunities for India using product-
level export data. By comparing export growth and market share
changes in tariff-affected sectors, the study provides empirical
evidence on third-country export opportunities created by the
U.S.—China trade war.

2.1 Research Gap

Although existing literature examines the impact of the U.S.—China
trade war on global trade and supply chains, most studies focus on
the direct effects on the United States and China or on Southeast
Asian economies. Limited studies examine whether India
benefited from trade diversion during the trade war period using
product-level export data. This paper attempts to fill this gap by
analysing export growth and market share changes for India in
tariff-affected product categories during the Trump tariff period.

3. DATA AND METHODOLOGY
3.1 Data Sources
This study uses product-level trade data to examine whether the
tariffs imposed by the United States on Chinese goods during the
Trump administration created export opportunities for India
through trade diversion effects. The analysis focuses on India’s
exports to the United States and China’s exports to the United
States for the period 2015-2021. This period includes both the pre-
tariff period and the tariff period associated with the U.S.—China
trade war.
Trade data are obtained from the following sources:

e United Nations Comtrade Database (UN Comtrade)

e  World Bank World Development Indicators

e U.S. International Trade Commission tariff lists

e Reserve Bank of India exchange rate statistics
The dataset includes product-level export data classified at the HS
product level for major sectors affected by U.S. tariffs on Chinese
imports. The analysis focuses on sectors where Chinese exports
were subject to tariffs and where India exported similar products to
the United States. These sectors include textiles and garments,

chemicals and pharmaceuticals, machinery and engineering goods,
iron and steel products, and electrical equipment.
The dataset is divided into two periods:

e Pre-tariff period: 2015-2017

e Tariff period: 2018-2020
The year 2021 is included to capture post-tariff adjustments in
trade patterns.
The key variables used in the analysis include India’s exports to
the United States, China’s exports to the United States, export
growth rates, India’s market share in U.S. imports, tariff exposure,
exchange rate, and trade openness.

3.2 Variable Description

The main variables used in the empirical analysis are described
below:

Export Growth

Export growth is calculated as the percentage change in India’s
exports to the United States for each product category. Export
growth is used as the dependent variable in the regression model.

Tariff Exposure
Tariff exposure is a dummy variable equal to 1 for product
categories affected by U.S. tariffs on Chinese imports after 2018
and otherwise. This variable captures the trade diversion effect
caused by tariffs.

Trade Openness

Trade openness is measured as the ratio of total trade (exports +
imports) to GDP. Trade openness is included as a control variable
because more open sectors may respond more strongly to global
trade shocks.

Exchange Rate

The exchange rate is measured as the Indian Rupee per U.S. dollar.
Exchange rate changes can affect export competitiveness and
export growth.

India Market Share

India’s market share is calculated as India’s exports to the United
States divided by total U.S. imports in the corresponding product
category.

Tablel: Summary Statistics of Variable

Variable Mean
Export Growth (%) B.5
Tariff Exposure 0.45
Trade Openness 0.38
Exchange Rate (INR/USD) 68.5
India Market Share (%) 3.2
China Export Decline (%) -12.4

| Std. Devw. Min Max
4.2 2.1 15.8

0.50 0 1
0.07 0.25 0.52
3.8 62.3 ' 74.2

1.1 1.5 52

8.6 -25.2 . 0

Note: Values are calculated from product-fevel export data for the period 2015-2021

3.3 Empirical Strategy

The empirical strategy of this study is based on the trade diversion
framework. If tariffs imposed on Chinese goods reduced Chinese
exports to the United States, and India exported similar products,
then India’s exports should increase in those product categories.
Therefore, export growth in tariff-affected sectors is compared
with export growth in non-tariff sectors.

The analysis is conducted in three steps:
1. Comparison of export growth in tariff and non-tariff
sectors.
2. Analysis of changes in India’s market share in U.S. imports.
3. Regression analysis to examine the relationship between
tariff exposure and export growth.
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3.4 Econometric Model
To examine the impact of tariff exposure on India’s export growth,
the following regression model is estimated:
Export Growth = o + B1 Tariff Exposure + 32 Trade Openness +
B3 Exchange Rate + ¢
Where:
e  Export Growth represents growth in India’s exports to the
United States.
e Tariff Exposure is a dummy variable for tariff-affected product
categories.
e Trade Openness controls for sector-level openness to
international trade.
e  Exchange Rate controls for changes in export competitiveness.
e  ¢is the error term.
The coefficient B1 measures the trade diversion effect. A positive
and statistically significant coefficient for tariff exposure indicates
that India’s exports increased in tariff-affected sectors due to tariffs
on Chinese goods.
3.5 Expected Signs of Variables

Variable Expected Sign
Tariff Exposure Positive
Trade Openness Positive
Exchange Rate Mixed

China Export Decline Negative
Market Share Positive

Tariff exposure is expected to have a positive effect on India’s
export growth because tariffs on Chinese goods may shift imports
toward India. Trade openness is expected to have a positive effect
because more open sectors respond more to global trade
opportunities. Exchange rate effects may be positive or negative
depending on currency movements.

3.6 Trade Diversion Mechanism

The trade diversion mechanism during the U.S.—China trade war
can be explained as follows:

The United States imposed tariffs on Chinese goods.
Chinese exports to the United States declined.

U.S. importers shifted imports toward alternative suppliers.
India increased exports in tariff-affected product
categories.

5. India’s market share in U.S. imports increased.

Ealb e

4. EMPIRICAL RESULTS

4.1 Export Growth in Tariff-Affected Sectors

This section examines whether India’s exports increased in sectors
affected by U.S. tariffs on Chinese goods during the Trump tariff
period. To analyse this, export growth in tariff-affected sectors is
compared between the pre-tariff period (2015-2017) and the tariff
period (2018-2020).

Figure 2. India and China Exports to the United States, 2015-2021
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Table2: India Export Growth — Pre Tariff vs Tariff Period

Table 2: India’s Export Growth to the US
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Figure 3. Export Growth in Tariff-Affected and Non-Tariff Products
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The results show that India’s export growth increased significantly
in tariff-affected sectors during the tariff period. Export growth in
chemicals increased from 6.2% to 14.5%, while textiles exports
increased from 5.8% to 12.2%. Machinery and engineering goods
also experienced significant export growth during the tariff period.

These results suggest that India benefited from export
opportunities created by tariffs imposed on Chinese goods. The
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Noa-Tanl¥ Producn

increase in export growth in tariff-affected sectors provides
preliminary evidence of trade diversion from China to India.

4.2 Changes in India’s Market Share in U.S. Imports

To further examine trade diversion effects, the study analyses
changes in India’s market share in U.S. imports in tariff-affected
sectors. If trade diversion occurred, India’s market share in U.S.
imports should increase in sectors where Chinese exports declined.

Table 3: India Market Share in U.S. Imports

Sector

Textiles & Apparel o4 3"

Chemicals «3.7

ron & Steel et

Electrical Machinery +4.5
Note: " p<00),* p< 0055

India’s Market Share Change

China’s Market Share Change
8.2°

9.0%

10.3%

Figure 4. India Market Share in U.S. Imports (Tariff-Affected Sectors)
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The results show that India’s market share increased in all tariff-
affected sectors during the tariff period. The largest increase was
observed in textiles and chemicals sectors. India’s market share in
textiles increased from 3.5% to 5.2%, while market share in
chemicals increased from 2.1% to 3.4%.

The increase in market share indicates that U.S. importers shifted
sourcing away from China toward alternative suppliers, including

©
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India. This provides further evidence supporting the trade
diversion hypothesis.

4.3 Decline in Chinese Exports to the United States

Trade diversion occurs when imports shift from one country to
another due to tariffs or trade barriers. Therefore, it is important to
examine whether Chinese exports to the United States declined in
tariff-affected sectors during the tariff period.
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Table 4: China Export Decline in Tariff-Affected Products

Table 4: China Export Decline
in Taritt-Affected Products

Year “ Change in China's Exports
: S,

2017 0.0,

2018 15. 4%

2019 -25.2%

2020 25.2%

The results show that Chinese exports declined significantly in
tariff-affected sectors during the tariff period. The largest decline
was observed in steel, textiles, and machinery sectors. The decline
in Chinese exports suggests that tariffs reduced the
competitiveness of Chinese goods in the U.S. market, creating
opportunities for alternative exporters.

The decline in Chinese exports combined with the increase in
India’s exports and market share provides strong evidence of trade
diversion from China to India.

4.4 Regression Results

To formally examine the relationship between tariff exposure and
India’s export growth, regression analysis is conducted using
export growth as the dependent variable.

Table 5: Regression Results — Impact of Trump Tariffs on India Export Growth

Variable
Tariff Exposure
Trade Openness
Lagged Export Growth
Constant

Note: " p < 0.01.** p<0.05

The regression results show that the coefficient of tariff exposure
is positive and statistically significant across all model
specifications. This indicates that India’s export growth was higher
in tariff-affected product categories during the tariff period
compared to non-tariff products.

The trade openness variable is also positive and statistically
significant, suggesting that more open sectors benefited more from
trade diversion and global trade adjustments. Exchange rate and

Coefficient t-Statistic
0.258*** (5.12)
0.064** (2.45)
0.319*** (6.78)
1.652** (2.78)

inflation variables are not statistically significant, indicating that
tariff exposure was the primary factor influencing export growth in
tariff-affected sectors.

The R-squared values indicate that the model explains a reasonable
proportion of variation in export growth. Overall, the regression
results provide strong evidence that tariffs imposed on Chinese
goods created export opportunities for India through trade
diversion effects.

Figure 5 — Sector-wise Export Growth in India
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4.5 Summary of Empirical Findings

The empirical results of the study can be summarized as follows:

1. India’s export growth increased in tariff-affected sectors during
the Trump tariff period.

2. India’s market share in U.S. imports increased in sectors where
Chinese exports declined.

14.3%

Crocicah Tt Machioery  Steed

10,9%

I 9.6

Electreal

3. Chinese exports to the United States declined significantly in
tariff-affected sectors.

4. Regression results show that tariff exposure had a positive and
statistically significant impact on India’s export growth.

5. The results provide evidence of trade diversion from China to
India during the U.S.—China trade war.
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Overall, the empirical findings support the trade diversion
hypothesis and suggest that Trump tariffs created export
opportunities for India.

5. ROBUSTNESS CHECK

To ensure that the empirical results are reliable and not sensitive to
model specification, several robustness checks were conducted
using alternative model specifications and variable adjustments.

First, alternative regression models were estimated by excluding
and including additional control variables such as inflation and
lagged export growth. The results remained consistent across
different model specifications, and the tariff exposure coefficient
remained positive and statistically significant in all models,
indicating that the main results are robust.

Second, a lagged export growth variable was included in the
regression model to account for persistence in export growth. The
results showed that while lagged export growth was positive and
significant, the tariff exposure variable remained positive and
statistically significant, confirming that the trade diversion effect
was not driven by export growth persistence.

Third, the regression model was re-estimated without the exchange
rate variable to ensure that the results were not driven by exchange
rate movements. The tariff exposure coefficient remained positive
and significant, indicating that export growth in the tariff period
was primarily driven by tariff exposure rather than exchange rate
changes.

Finally, export growth in tariff-affected products was compared
with export growth in non-tariff products. The results showed that
export growth in tariff-affected products was significantly higher
than in non-tariff products, providing additional support for the
trade diversion hypothesis.

Overall, the robustness checks confirm that the empirical results
are consistent across different model specifications and estimation
approaches, and therefore provide strong evidence that Trump
tariffs created export opportunities for India through trade
diversion effects.

6. DISCUSSION AND POLICY IMPLICATIONS
Discussion

The empirical results show that tariffs imposed by the United
States on Chinese goods created export opportunities for India
through trade diversion effects. India’s export growth and market
share increased in tariff-affected sectors where Chinese exports
declined, and regression results confirm that tariff exposure had a
positive and significant impact on India’s export growth. These
findings are consistent with international trade theory, which
suggests that tariffs imposed on one country can shift trade toward
alternative suppliers.

The results indicate that trade diversion effects were stronger in
labour-intensive and intermediate goods sectors such as textiles,
chemicals, and engineering goods, where substitution across
exporting countries is easier. The findings also suggest that global
supply chains began diversifying away from China during the trade
war period, with importers shifting sourcing toward alternative
Asian economies. However, India’s gains were smaller compared
to some Southeast Asian countries due to structural constraints
such as infrastructure limitations, logistics costs, and lower
integration into global value chains.

Overall, the findings suggest that the U.S.—China trade war led to
trade reallocation rather than a reduction in global trade, and India

benefited in sectors where it had export capacity and
competitiveness.

Policy Implications

The findings of this study have important policy implications for
India’s trade and industrial policy. First, improving export
competitiveness through better infrastructure, lower logistics costs,
and ease of doing business can help India benefit more from global
trade shifts. Second, deeper integration into global value chains
through foreign direct investment, manufacturing clusters, and
export-oriented industrialization is important for increasing export
opportunities. Third, diversification of export markets and export
products can reduce trade risks and increase resilience to global
trade shocks. Finally, India should focus on strengthening
manufacturing sectors such as textiles, chemicals, engineering
goods, and steel, which have export potential and can benefit from
trade diversion opportunities during global trade disruptions.

7. CONCLUSION

This paper examined whether the tariffs imposed by the United
States on Chinese goods during the Trump administration created
export opportunities for India through trade diversion effects.
Using product-level export data for the period 2015-2021, the
study analysed export growth, market share changes, and the
relationship between tariff exposure and India’s export
performance.

The empirical results show that India’s exports increased in tariff-
affected sectors such as textiles, chemicals, engineering goods,
iron and steel, and electrical equipment during the tariff period.
India’s market share in U.S. imports also increased in these sectors,
while Chinese exports declined significantly. Regression results
confirmed that tariff exposure had a positive and statistically
significant impact on India’s export growth, indicating the
presence of trade diversion from China to India.

The findings suggest that the U.S.—China trade war did not simply
reduce global trade but instead reallocated trade toward alternative
exporters. However, India’s gains were smaller compared to some
Southeast Asian countries due to structural constraints such as
infrastructure, logistics costs, and limited integration into global
value chains.

The policy implication of the study is that India should improve
export competitiveness, manufacturing capacity, and integration
into global value chains to benefit from future global trade shifts
and supply chain restructuring. Overall, the study concludes that
Trump tariffs created export opportunities for India through trade
diversion effects, but the extent of benefits depends on domestic
competitiveness and trade infrastructure.
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