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India helps China evade tariffs: U.S. report

White House report identifies over 40 countries
through which Chinese traders route goods to U.S.

T.C.A. Sharad Raghavan

WASHINGTON

ndia is once again in

U.S. crosshairs, this

time for allegedly al-
lowing China to evade U.S.
tariffs by routing its ex-
ports through the country.
The latest allegations are
part of a new White House
report called ‘The Great
Transshipment Scam’,

In particular, the U.S.
has named “the Pune-Guj-
arat-Chennai belt” as one
of the areas “enabling”
China to evade tariffs to the
detriment of supply chains
in the U.S.

This comes at a time
when the U.S. has already
imposed a 10% tariff on In-
dia for not doing enough to
stop the import of goods
made with forced labour,
and is in the process of
enacting legislation that
would see tariffs of up to
100% imposed on India for

its import of Russian oil.

An ongoing investiga-
tion by the U.S. Trade Re-
presentative (USTR) relat-
ed to excess capacity could
see further tariffs on top of
all this.

The U.S. had in 2018 le-
vied tariffs ranging from
7.5% to 100% on goods
from China under Section
301 of the Trade Act of 1974
for unfair trade and tech
practices. On July 24, 2026,
it added a further 12.5% ta-
riff for forced-labour com-

pliance gaps.

‘Different origin’

“After their imposition,
Chinese exporters increas-
ingly routed goods through
third countries,” the White
House report noted. “Pro-
ducts that previously
moved directly from China
to the U.S. were shipped
through jurisdictions
where limited assembly,
finishing, repackaging, re-

It has named ‘Pune-Gujarat-Chennai’ belt as one
of the areas ‘enabling’ China to evade U.S. tariffs

Tariff maze

The White House report comes
at a time when the U.S. has
imposed a 10% tariff on India
over forced-labour concemns

labelling, or documenta-
tion changes could create
the appearance of a diffe-
rent national origin.”

The report has identi-
fied more than 40 coun-
tries associated with “ele-
vated illegal transshipment
risk”, with India among
the top “enablers” of Chi-
na’s evasion of tariffs. “The
Pune-Gujarat-Chennai pro-
duction belt absorbs
pumps and compressors...
affecting industrial supply
chains in Cincinnati, Day-

® The report alleges india is
among 40 countries helping
China evade U.S. tariffs

® |ndia is among the

® The report goes on to explain that
tariff arbitrage lies at the heart of
this transshipment arrangement

® The tariff difference in arbitrage

top-tier ‘enablers’ named,
along with Mexico, Canada,
Japan, South Korea, and
the European Union

simultaneously becomes a loss
of revenue for the U.S.
government and a profit for the
exporter, it adds

® The report has not yet
specified any punitive
actions the U.S. could take
based on these findings

ton, and Columbus,” it
said.

“The [40-0dd] countries
that comprise China’s Sha-
dow Transshipment Net-
work include many of
America’s largest trading
partners,” the report said.

“China’s biggest ena-
blers range from Mexico
and Canada on U.S. land
borders to the European
Union, India, Japan, and
South Korea.”

The report classifies the
40-odd countries into

® |t says assembly factories are
designed for tariff evasion and
tariff avoidance rather than true
manufacturing

three tiers based on how
big a transgressor the U.S.
feels they are.

The top tier comprises
“countries and trading
blocs that account for large
absolute volumes of China-
linked goods while main-
taining diversified indus-
trial bases and major U.S.-
bound export platforms”.

The report added that in
these economies, illegal
transshipment risk is em-
bedded within broad legiti-
mate trade flows. This Tier

Citing an analysis,
the report says

Vietnam produced an
estimated $28 billion
in lost tariff revenue

1 includes Canada, the Eu-
ropean Union, India, Is-
rael, Japan, Mexico, South
Korea, and Taiwan.

Working of the ‘scam’
The report goes on to ex-
plain that tariff arbitrage
lies at the heart of this
transshipment  arrange-
ment. When a Chinese
product that faces a high
U.S. tariff is routed through
a country with a lower ta-
riff rate, that difference si-
multaneously becomes a
loss of revenue for the U.S.
government and a profit
for the exporter.

“Such tariff arbitrage
creates the financial en-

In these countries, illegal transshipment risk is
embedded within legitimate trade flows, it says

gine behind the Great
Transshipment Scam,” the
report added. “The savings
are more than sufficient to
finance the capital equip-
ment, logistics infrastruc-
ture, light assembly plants,
repackaging operations,
and ‘screwdriver factories’
needed to support the
scam across Southeast
Asia, Mexico, India, and
Eastern Europe.”

It added that such as-
sembly factories are de-
signed for tariff evasion
and tariff avoidance rather
than true manufacturing.

“The Office of Trade and
Economic Analysis (OTEA)
estimates that approxi-
mately $67 billion in U.S.-
bound goods were trans-
shipped from China
through the top hubs —
Mexico, India, and Viet-
nam - in 2025, producing
an estimated $28 billion in
lost tariff revenue,” the re-
port said.




Point

Report

Issued by

Main target
Countries identified

India
Indian belt highlighted

Other major economies named

Basic allegation

Why do it?

U.S. concern

India's position in the story

Explanation

The Great Transshipment Scam: Rise, Scope, and Costs
White House / Trump administration

Chinese exporters allegedly avoiding U.S. tariffs

More than 40 countries/economies

Listed among important alleged “enablers”/transshipment locations

Pune-Gujarat—Chennai production belt, according to the
newspaper report

Mexico, Canada, EU, Japan, South Korea and others

Chinese-origin goods/components enter another country — undergo
limited processing/assembly/repackaging — are exported to the U.S.
as originating from that country

To exploit the difference between the high tariff applicable to China
and a lower tariff applicable to another country

Loss of tariff revenue + weakening of tariffs intended to constrain
Chinese trade

A potential transshipment hub—not an accusation that all Indian
exports or Indian manufacturing are fraudulent



e According to the report as described in the article, the Pune—Gujarat—Chennai belt is highlighted
because of its integration into industrial supply chains.

 The report alleges that Chinese-linked supply chains can use manufacturing facilities involving
activities such as:

e assembly,
* finishing,
* repackaging,
* relabelling,
* and documentation changes
* before products are exported onward.

* But this does not automatically make the activity illegal. If an Indian factory genuinely
manufactures or substantially transforms imported components, exporting the resulting product as
Indian can be entirely legitimate.

* That distinction is central to evaluating the report.



4. What does “tariff arbitrage” mean?

This is the economic concept at the heart of the article.

Suppose:

Route Hypothetical tariff
China - USA 50%
India - USA 10%
Difference 40 percentage points

A Chinese exporter has an incentive to make the product qualify—or falsely appear to qualify—as Indian-
origin.

If a $100 product genuinely enters the U.S. from China:

Tariff = $50

If the same $100 Chinese product is falsely declared Indian:

Tariff = $10

Potential saving:

$40 per $100 of imports

That saving creates the economic incentive for fraudulent transshipment.

The White House describes this tariff differential as generating profit for exporters while creating tariff-
revenue losses for the U.S. government. A2 4 news



5. How big does the U.S. claim the problem is?

There are different estimates, so don't memorize all figures as if they measure exactly the same thing.

The AP reports that the White House estimates roughly $19-26 billion per year in lost tariff revenue,
while estimates of the amount of goods affected can vary substantially depending on methodology.

AP AP News

The newspaper image specifically cites another analysis estimating that:
Mexico + India + Vietnam - approximately $28 billion in lost tariff revenue in 2025.

Separately, reporting on the U.S. analysis discusses roughly $67 billion of Chinese goods allegedly
rerouted through major hubs including India, Mexico and Vietham. & The Economic Ti..

Exam caution

Don't confuse:
Value of transshipped goods % tariff revenue lost.

If $100 billion of goods are transshipped, the tariff loss isn't automatically $100 billion. It depends on the
tariff differential that would otherwise have applied.



6. Why did this become a problem after 2018?

The turning point was the U.S.-China trade war.

Section 301

Section 301 of the U.S. Trade Act of 1974 empowers the U.S. Trade Representative to investigate and
respond to foreign practices considered unfair or burdensome to U.S. commerce.

Beginning in 2018, the first Trump administration imposed major additional tariffs on Chinese products
under Section 301.

That changed incentives:

Before tariffs

China - USA

was often economically straightforward.

After high China-specific tariffs

China = Third Country - USA

could become financially attractive if the third country's goods faced lower U.S. tariffs.

The White House argues that this led to increasingly sophisticated supply-chain restructuring and tariff
evasion. ! Financial Times



8. Why is the allegation controversial?

There is a major problem in distinguishing tariff evasion from modern global manufacturing.
Take an iPhone-like product.
Its:

e chips could come from Taiwan,

e display from South Korea,

¢ components from China,

e software from the U.S,,

e assembly from India,

* raw materials from several countries.

The existence of Chinese inputs doesn't automatically make the final product Chinese-origin.

This is why Rules of Origin (RoO) matter.

Rules of Origin

They determine the economic nationality of a product.
Authorities may examine:

Value addition + manufacturing transformation + change in tariff classification + processing
performed + source of major components.

A genuine transformation can establish a new country of origin.



Possible consequence
Greater U.S. customs scrutiny

Rules-of-origin checks
Supply-chain audits
Customs investigations

Retrospective duties

Trade negotiations

China+1 strategy

FDI

Impact on India
More documentation required

Exporters must prove Indian value addition
Chinese components may receive additional scrutiny

Possible delays at U.S. ports

Duties could potentially be demanded where origin
declarations are found false

U.S. may demand tougher anti-circumvention
commitments

Companies genuinely manufacturing in India need
clearer origin documentation

Genuine manufacturing investment may become more
valuable than assembly-only operations
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Lebanon abolishes death penalty;
West Asia, N. Africa top in executions

Agence France-Presse
BEIRUT

Lebanon has formally abol-
ished the death penalty,
going against the grain in a
region where Iran and Sau-
di Arabia are reportedly
the second- and third-big-
gest executors globally, af-
ter China.

According to an Amnes-
ty International report, of
at least 2,707 people exe-
cuted globally in 2025,
more than 95% were in
West Asia and North Africa
region, almost half for
drug-related offences.

Iran alone accounted
for 2,159 of those execu-
tions—Tehran’s highest re-
corded figure in more than
40 years.

According to an Amnesty International report, at least 2,707 people
were executed globally in 2025. GETTY IMAGES

Saudi Arabia carried out
arecord high of at least 356
executions last year, Am-
nesty said, “driven by an
alarming increase in the
number of drugrelated
cases”, most of which in-
volved foreign nationals.

This year, Saudi authori-
ties had already executed
130 people by August 13,
according to an AFP tally.

Yemen was third region-
ally and fourth globally,
with at least 51 executions
last year.

Egypt, with 23 execu-
tions, was sixth globally,
trailing the United States.

Tunisia has had a mora-
torium on carrying out the
death penalty since 1991,
and Algeria and Morocco
since 1993.

In Iraq, Amnesty noted
that executions were “lar-
gely on hold” last year, ho-
wever thousands are still
sentenced to death.

Israel has abolished cap-
ital punishment for “ordin-
ary crimes” but retains it
for some “exceptional” of-
fences. In March, Israel
passed a law making death
the default punishment for
Palestinians in the Israeli-
occupied West Bank con-
victed by military courts
for “terrorism”.




Point

Major development

Global executions in 2025
Source

West Asia + North Africa share
Iran

Saudi Arabia

Yemen

Egypt

Main issue behind regional rise
Tunisia

Algeria

Morocco

Iraq

Detail

Lebanon abolished the death penalty

At least 2,707

Amnesty International report cited in the article
More than 95%

2,159 executions

At least 356 executions

At least 51 executions

23 executions

Significant number of drug-related executions
Moratorium on executions since 1991
Moratorium since 1993

Moratorium since 1993

Executions reportedly largely on hold in 2025, but
thousands remained under death sentence



Category

Abolitionist for all crimes

Abolitionist for ordinary
crimes

Abolitionist in practice

Retentionist

Meaning

Death penalty completely
removed

Retained only for exceptional

offences such as wartime
crimes

Law still permits death

penalty, but executions have
not occurred for many years

Death penalty remains legally

available and executions
occur

Examples

Most European countries;
now Lebanon according to
this report

Some states follow this
model

Morocco, Algeria etc.

China, Iran, Saudi Arabia,
etc.



2025 execution picture

Based on the figures cited in the article:

Country Executions mentioned
China Exact number not publicly known
Iran 2,159
Saudi Arabia =356
Yemen =51

United States —

Egypt 23

Position/context

Believed to be world's largest executor; data

treated as state secret

Reported as second globally

Reported as third globally

Fourth globally

Ahead of Egypt according to article

Sixth globally
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The key constitutional doctrine is:

"Rarest of rare” doctrine

It emerged principally from the Supreme Court's judgment in:
Bachan Singh v. State of Punjab (1980)

The Supreme Court upheld the constitutional validity of the death penalty but held that it should be
imposed only in the “rarest of rare” cases when the alternative of life imprisonment is unquestionably
foreclosed.

Important Indian cases

Case Importance

Jagmohan Singh v. State of U.P. (1973) Early Supreme Court decision upholding constitutionality
of death penalty

Bachan Singh v. State of Punjab (1980) Established “rarest of rare” principle
Machhi Singh v. State of Punjab (1983) Elaborated application of rarest-of-rare doctrine
Mithu v. State of Punjab (1983) Mandatory death penalty under Section 303 IPC declared

unconstitutional

Shatrughan Chauhan v. Union of India (2014) Delay in mercy petitions and other circumstances can
justify commutation



DRAFT SHANTI ACT RULES RELEASED

Foreign nuclear technology must have
its design certified in country-of-origin

Pratyush Deep
New Delhi, August 14

FOREIGN NUCLEAR technol-
ogy sourced fora nuclear power
plant or reactor must have its
design certified or approved by
the regulatory body in its
country of origin and must
already be operational there or
in another foreign country, ac-
cordingtothedraft rules of the
Sustainable Harnessing and
Advancement of Nuclear
Energy for Transforming India
(SHANTI) Act, released by the
Department of Atomic Energy
on Friday.

“The technology intended
to be imported or acquired do-
mestically does not adversely
affect the interest of India, does
notconstitute an unreasonable
risk to public health and safety
and is in conformity with the
national policies framed under
the Act,” the rules read.

The rules define “the
country of origin" as those
countries which are self-reliant
in nuclear reactor design and
supply chain ecosystem whose
regulatory approvals are trusted

globally. As per the rules, tech-
nology providers shall ensure
availability of design support
and all necessary permissions
and supporting documents
from original technology
developer unlessthere hasbeen
a complete transfer of
technology.

“Provided also that the per-
son sourcing the technology
shall ensure that all related In-
tellectual Property Rights vests
with the technology developer,”
itadded.

The draft rules provide fora
single composite licence for
building, owning, operating
and decommissioning a nu-
clear power plant or reactor.

The rulesalsorecognise cap-
tive nuclear power, including its
use by energy intensive indus-
triessuch asaluminiumand ce-
ment, as well as data centres,
semiconductor manufacturing
and Al applications.

A key provision is the pro-
posed “in-principle approval”,
which the licensing authority
may grant after admitting an
application where the applicant
has not yet selected a site orre-

Technology providers shall ensure availability of design support
and all necessary permissions and supporting documents from
original technology developer, rules say. reuters

actor technology. The draft de-
fines it as a “statement of sup-
port to proceed towards apply-
ing for formal licence”, subject
to specified conditions. “Upon
receipt of a valid ‘in-principle
approval’, the applicant may
proceed with negotiation with
reactor technology vendors and
foracquiringthe land and other
necessary infrastructure,” the
draft rules state.

The approval, however,
would not amount to a final
licence. The draft also provides
that an in-principle approval
can be revoked if there is a
supervening public interest or
if material factsemerge indicat-
ingthat the applicant isowned,
controlled ordominated by en-
tities considered inimical to de-
fence and national security or
public health and safety. It can

also be revoked if obtained
through misrepresentation or
suppression of material facts.
On nuclear liability, oper-
ators would be required to
maintain insurance or financial
security for nuclear damage,
with the financial security re-
maining in place until spent
fuel is removed from the rel-
evant storage pool. The draft
also provides for a Nuclear Lia-
bility Fund, to be funded
throughalevyonoperators. For
specified government-owned
installations, the Central Gov-
ernment would assume liability
under the conditions set out in
therules. Thedraft ruleslayout
the regulatory framework fora
wider nuclear power eco-
system, including private par-
ticipation, captive nuclear gen-
eration, foreign reactor
technology, licensing, safety
oversight and nuclear liability.
The Department of Atomic
Energy has invited comments
and suggestions on the draft
rules, with September 4, 2026 as
the last date for submission.
FULLREPORTON
WWW.INDIANEXPRESS.COM



Point
Development
Released by
Date reported

Objective

Key areas

Public comments invited

Deadline mentioned

Major foreign-tech condition

Additional condition

Details

Government released Draft SHANTI Act Rules

Department of Atomic Energy (DAE)

August 2026

Regulatory framework for a wider nuclear-power ecosystem

Private participation, foreign reactor technology, licensing, safety
oversight, captive nuclear generation and nuclear liability

Yes
4 September 2026

Reactor technology must have approved/certified design in its
country of origin

Technology should already be operational in the country of origin or
another foreign country



2. Most important provision: foreign nuclear technology

India does not want an untested foreign reactor design to be introduced directly into the country.

The draft provides essentially:

Foreign technology - certified/approved in country of origin = already operating somewhere -

eligible to be considered for India

So, merely possessing a reactor design or obtaining technology from a foreign company would not be

sufficient.

Why?

Nuclear reactors involve extremely high:

safety risks,

construction costs,

operating periods,
decommissioning obligations,
radioactive-waste issues,
accident liabilities.

India therefore wants foreign technology to have an established regulatory and operational record.



Operational Nuclear Power Plants in India
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HOW A NUCLEAR
POWER PLANT WORKS

1. Nuclear fission creates heat inside reactor.
2. Heat transfers to the steam generator, where steam forms.

3. The steam turns the turbine and generator, which converts the steam
into electricity.

4. Steam routes to condenser. The cool water removes excess heat,
condensing steam into water.

5. Water is then pumped back into the steam generator.




Rajasthan Nuclear power plants
@ 1 x 100MW ® Operating
1 x 200MW D » ® Under construction
4 X 220MW - CHINA ® Proposed
4 x 220MW = Number and
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4. Technology provider's obligations

The foreign technology provider cannot simply sell a reactor design and withdraw.

The rules require availability of:

Design support + permissions + supporting documents + cooperation from original technology
developer

through the relevant project requirements.

This becomes especially important because a nuclear reactor may operate for 40-60+ years.
Imagine:

Foreign company - Indian operator -> reactor operates for decades

If technical problems emerge 25 years later, India needs continuing access to:

e design documentation,

o safety information,

e engineering support,

* modifications,

e spare/component specifications.



5. Intellectual Property Rights

Another important provision concerns IPR.

The person/entity sourcing the technology must ensure that the relevant Intellectual Property Rights

vest with the technology developer.
Why?
Because reactor designs can contain highly protected:

* patents,

e engineering designs,

e software,

e proprietary safety systems,
 manufacturing processes.

India needs to ensure that the technology being licensed is legally sourced and that the developer has the

authority to provide it.



Traditional regulatory problem
Multiple stages

Construction permission
Ownership

Operation

Decommissioning

Regulatory objective

Proposed approach
Composite framework
Integrated

Integrated

Integrated

Integrated

More predictable lifecycle licensing




Area

Private sector
Foreign technology
Foreign reactor design
Operating record
Technology support
Licensing

Early investment
Captive plants
Al/data centres
Liability

Liability Fund
Government plants
National security

Safety

Direction of reform

Wider participation

Permitted subject to strict conditions

Must have credible certification/approval
Technology should already be operational abroad
Long-term documentation/support required
Composite licence proposed

In-principle approval

Recognised

Potential nuclear-power users

Financial security required

Levy-funded mechanism proposed

Centre may assume liability in specified circumstances
Approval can be revoked

Continues to be central regulatory requirement
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