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The impact of tariffs: Global shifts and the US dilemma
From China’s rapid economic ascent to
the stagnation facing developed
nations, trade tariffs have profound
effects, influencing international
tradeThe present world is witnessing a
situation of several impending tariffs
on international trade. Tariffs in inter-
national trade are an instrument to
reduce imports from specific countries
and to promote indigenous production
of goods and services. Countries grow
rich by producing and selling value-
added goods and services. The buyers
of these goods and services can be
within the country or outside.
Obviously, more buyers are outside
than inside and for this reason, exports
hold the prime key to countries’
enrichment.The newly installed gov-
ernment in the USA is proposing to
impose trade tariffs on several coun-
tries ostensibly to reduce the burden of
taxes on the domestic population and
promote indigenous manufacturing of
goods. For any country, it is the bal-
ance of trade i.e. the excess of exports
over imports that determines its buying
capacity in the international market as
well the strength of its monetary cur-
rency vis-a-vis the international ruling
currency US Dollar. This is true of
every country except the USA because
its currency is not pegged to gold
whereas other currencies are. For this
reason, we see how post World War 2
(1939-1945), Japan and Germany
developed fast a big indigenous manu-
facturing capability based on modern
technologies and through extensive
exports of valued added industrial
goods like machinery, automobiles and
other technological products.The cur-
rencies of these countries gradually
strengthened and a stage was reached
when their products became price
uncompetitive in exports. For example,
the Japanese Yen which was equivalent
to approximately 0.01 USD in the year
1994 is now traded for USD 0.0064 in
2025. This was true of most of the
developed countries at that time (1990

to 2000). The result was that diminish-
ing price competitiveness in exports
led to an industrial and economic
decline. This led to the constitution of
WTO and GATT through which this
stagnation hit the economies of the
developed countries that sought a
revival of high trade and growth.
However, the advent of China and its
rapid rise on the world economic hori-
zon changed the scenario dramatically
and rather unexpectedly. The con-
trolled tariff regime and its regulation
under the GATT were greatly lever-
aged by China through a unique model
of economic growth based on high bor-
rowing, mega-scale production and
export focus. While all the above was
going on, even the Chinese economic
model began to falter because it was
unsustainable, being heavily debt and
export-dependent. The stagnating
economies of Europe and many other
countries sought to revive growth
through tariffs. Tariffs are basically
import duties enabling higher costs of
landed goods imported from specific
countries. The agreed tariffs under
GATT helped the developed countries
to grow, albeit to a small degree
because of the limitations imposed by
demographic factors and technological
obsolescence, besides the economic
blizzard unleashed by China. The
result of the above developments was
that in the last 5-10 years, countries
have become increasingly protective
and insular in their trade practices and
have started putting tariff barriers to
protect and bolster their domestic
industries. The case of the USA is typi-
cal and different. It has been exporting
high-technology goods and liberally
importing low-end consumer goods for
a long period. But high technology
goods including arms and ammunitions
export could not keep pace with its
requirements due to ever-changing
security scenarios, absorption or devel-
opment of high technology in countries
like India, Brazil and South Africa.

This has led to the debt of the USA
touching an astronomically high figure
of 33 trillion USD. This is long-term
unsustainable. With the growth of
domestic technologies and production
facilities in the erstwhile third-world
countries, of which India is a prime
example, export prospects of US-made
products have fallen considerably.This
is also due to the emergence of
Chinese multinational companies
which are giving a serious challenge to
the existing MNCs in Europe and the
USA. But the tariff war by the USA on
specific countries of the world is not
going to be a panacea for its impend-
ing economic ills. Its population will
have to be made more productive.With
a very high cost of production due to
the high cost of services and labour,
the US economy is presently not in a
favourable position to compete for
international exports of lower-end con-
sumer goods in general. Even for high
technology goods like warfare and
space technology products, it cannot
today compete with emerging industri-
al economies like China and India.
What is happening to the USA is quite
opposite to what happened to Japan
and Germany in the late nineties and
thereafter.The continuing strengthening
of the USD is due to the flight of the
dollar from various countries to the
USA by the operations of FIs and FIIs.
Excess of money supply in the US

economy will lead to runaway
inflation which will further
impact adversely its middle
and lower class population.
The imposition of high tariffs
on imported goods will have
the same effect.If the USA
chooses to abolish income tax
alongside import tariff
increase, it could very well
end up with huge domestic
fiscal deficits which will have
to be met by debt or currency
printing. Thus what the pres-
ent US government contem-

plates could well land it into
an economic inflationary spiral.This
situation will be exactly a more intense
version of what the government desires
to remedy presently. It could be almost
something like falling from the frying
pan into the fire.The possibility of all
this happening becomes pronounced
because of the coming together of
BRICS nations and the usage of paral-
lel currencies for international trade.
Also, the fact that many countries
could well retaliate with counter-tariffs
on the USA after the US imposed tar-
iffs strengthens further the above pos-
sibility. Given this, the best course of
action for the US would be to link
once again its currency with gold — a
process of reversal of what was done
in 1971. This will lend stability and
sustainability to the US economy and
also to the global economy. In general,
the matter of trade tariffs is best left to
individual countries, looking at their
resources and economic circum-
stances.Global countries have always
been historically interdependent
because of their specific areas of
strengths and weaknesses in resources.
The naturally existing areas of resource
abundance and deficiency will remain.
However social and political factors
are dynamic and will always impinge
on policy pronouncements. The pru-
dent and perseverant will win even in
this arena.

Quest for clean energy
With a strong financial backing, the
country is poised to make nuclear
power a cornerstone of its energy
mixAs India continues its journey
toward energy transition and sustain-
ability, the role of nuclear power has
become increasingly vital. The
Union Budget 2025-26, presented by
Finance Minister Nirmala
Sitharaman, earmarked Rs 20,000
crore for the Nuclear Energy
Mission, aiming to significantly
enhance India’s nuclear energy
capacity. This ambitious initiative is
set to propel India towards achieving
at least 100 GW of nuclear energy
capacity by 2047, a significant leap
from the current 8 GW. Presently,
nuclear energy constitutes less than 2
per cent of India’s total energy mix.
With an installed capacity of 8 GW,
India’s nuclear sector lags behind other
energy sources, such as coal, solar and
wind. The Modi government is priori-
tising nuclear power as a stable and
clean energy source. The July 2024

Budget had already set the stage for
nuclear expansion by highlighting the
need to amend the Atomic Energy Act
of 1962 to allow private sector partici-
pation in nuclear power generation.
The 2025-26 Budget builds upon this
foundation by reinforcing the push for
small modular reactors (SMRs). India’s
ambitious renewable energy targets
include achieving 500 GW of non-fos-
sil fuel energy capacity by 2030. While

solar and wind energy play a
crucial role in this mix,
they are subject to weather
conditions and require
large-scale energy storage
solutions. Nuclear energy,
on the other hand, provides
continuous, low-carbon
power without the intermit-
tency issues of renewables.
SMRs, with a capacity of
up to 300 MW, offer dis-
tinct advantages over con-
ventional nuclear reactors.
Their modular design

allows for quicker assembly, reduced
costs and enhanced safety features. By
promoting indigenously developed
SMRs, India aims to increase its self-
reliance in nuclear technology and
reduce dependency on foreign nations.
The allocation of Rs 20,000 crore
under the Nuclear Energy Mission sig-
nals a clear intent to boost nuclear
power generation. This funding will
support research and development in

indigenous nuclear technologies, par-
ticularly SMRs. Infrastructure develop-
ment will be a key focus, with plans to
set up at least five SMRs by 2033 as
part of a long-term nuclear expansion
plan. Despite its benefits, nuclear ener-
gy in India faces several challenges.
Regulatory barriers exist due to the
Atomic Energy Act and the Civil
Liability for Nuclear Damage Act,
which currently limit private sector
involvement and require amendments.
Public concerns on safety remain a sig-
nificant issue, as nuclear accidents
worldwide have created scepticism,
necessitating stringent safety protocols.
Technological monopolies present
another challenge, as nuclear technolo-
gy is concentrated among a few global
players, making domestic capacity-
building initiatives essential. But a
push for nuclear energy is the need of
the hours. It will reduce country’s car-
bon footprint, enhance energy security,
and meet its growing electricity
demands sustainably. 
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Budget 2025: A game changer for MSMEs and startups
With focus on financial accessibility,
technology and market linkages, the
budget will strengthen India’s startup
ecosystem and boost employment
Micro, Small and Medium Enterprises
(MSMEs) are the backbone of India’s
economic structure, contributing nearly
30 per cent to GDP, 45 per cent to our
exports and generating employment for
over 200 millions. The budget for
2025-26 holds much promise for the
5.7 crore MSMEs in India. As India
chases its ‘Viksit Bharat’ dream,
Agriculture, the MSME sector,
Investment and Exports have been
identified as the key engines for driv-
ing growth. MSMEs account for about
27 per cent of India’s Gross Domestic
Product (GDP), positioning themselves
as the backbone of economic activity
and growth.Ranging from small-scale
artisans and local service providers to
growing businesses across rural and
urban India, MSMEs are diverse and
significantly contribute to industrial
output and innovation in India. In line
with the government’s recognition of
MSMEs as the ‘second engine’ of eco-
nomic expansion, the 2025-26 Budget
introduces key reforms to enhance
financial accessibility, technological
adoption, and market linkages.A
notable step was the enhancement of
the credit guarantee cover for MSMEs
from Rs 5 crores to Rs 10 crores, lead-
ing to additional credit of Rs 1.5 lakh
crore over the next 5 years. By enhanc-
ing the investment and turnover limits,
the 20.09 million registered MSMEs
(19.4 million micro-enterprises,
5,54,000 small enterprises and 52,000
medium enterprises) now have greater

and easier access to capital for techno-
logical upgradation and to build effi-
ciencies.Traditionally, MSMEs have
battled limited access to affordable and
timely credit, inadequate infrastructure,
and complex regulations. The
increased guarantee cover addresses
one of the major pain points for
MSMEs and start-ups while the bud-
get’s continued emphasis on skilling
promises an ongoing supply of skilled
labour.As of January 2025, India has
over 159,000 recognised startups,
securing its place as the world’s third-
largest startup ecosystem. The special
funding options for start-ups and first-
time entrepreneurs in the budget are
likely to encourage more individuals to
start businesses, innovate and generate
employment. In this regard, to addi-
tional Rs 10,000 crore Fund of Funds
Scheme (FFS) and the proposed Deep
Tech Fund will provide crucial capital
for startups, particularly in AI, Climate
Tech, and Agri Tech. Enhanced MSME
support and policies will improve the
ease of doing business and further
accelerate growth for future entrepre-
neurs.The new simplified taxation and

regulatory framework will
attract private capital, which
in turn will further acceler-
ate growth. Many MSMEs
are labour-intensive. Key
industries like leather, and
textiles are major employ-
ment generators. The focus
on improving productivity
and quality of the leather
industry goods through
Government schemes that
support design, machinery

etc will positively impact the
sector’s export potential and generate
employment too.With the
Government’s aim to make India a
global hub for toys, MSMEs can con-
sider setting up units in identified clus-
ters to create an ecosystem that manu-
factures world-class toys while pro-
moting Indian toy makers, who can
perhaps use the infrastructure in these
clusters to explore overseas markets.
Food processing is another sector that
has received attention in the budget
and which can make the MSME sector
in our country more robust. It gives
our farmers an opportunity to sell their
produce, gives businesses an opportu-
nity to add value and also generates
employment in the north-east region
which needs more economic opportu-
nities.The direct tax benefits provided
in the Budget will bolster consump-
tion-led demand through enhanced dis-
posable incomes in the hands of tax-
payers. This will further give impetus
to MSME production and enhance
their overall growth and development.
Agriculture is the backbone of the
Indian economy and has rightfully

received attention in the budget.Most
of our farmers hold small and medium
land areas and come under the MSME
category. By focusing on 100 districts
with low productivity, moderate crop
intensity and below-average credit
parameters, the farming output will get
a boost.Missions promoting pulse cul-
tivation, and fruit and vegetable culti-
vation are bound to improve agricul-
tural practices, infrastructure, employ-
ment opportunities, access to credit
and promote the food processing
industry. It will also help develop the
backward areas of rural India and cur-
tail urban migration significantly. The
substantial increase in credit through
Kisan credit cards is also commend-
able.India’s traditional textiles have
received a lift with the mission to
improve cotton production using sus-
tainable practices and technological
support. Not just cotton farmers, but
the Indian textile industry has a chance
to reclaim its past glory, especially
with the political upheaval in neigh-
bouring Bangladesh pushing textile
units there into a tailspin.The proposal
to transform India Post into a large
supply chain across rural India will
link up rural artisans to entrepreneurs
and markets. While these measures
could significantly enhance the growth
trajectory of MSMEs and startups,
solidifying their role as key drivers of
the Indian economy, the need for sim-
pler cross-border payments to enable
seamless global trade and include serv-
ice exports under interest equalisation
schemes could further reduce opera-
tional hurdles and encourage more
units to be set up. 

The human touch in AI: Why we anthropomorphise machines
As AI continues to evolve, it is crucial
to maintain clear boundaries between
machine intelligence and human
cognitionIn an era increasingly defined
by artificial intelligence (AI), a curious
psychological phenomenon has
emerged—humans are anthropomor-
phising AI tools. From virtual assis-
tants like Siri and Alexa to large lan-
guage models like ChatGPT, people
often ascribe human-like emotions,
intentions and even personalities to
these systems. While this tendency
may seem benign or even endearing, it
has profound implications for society,
ethics, and the way we perceive tech-
nology.By giving AI tools human-like
names, voices and personalities, devel-
opers create a sense of familiarity and
comfort. For instance, when Alexa
responds with a cheerful “Hello!” or
when ChatGPT uses conversational
language to explain complex topics,
users are more likely to feel at ease.
This human-like interaction fosters
trust, making people more willing to
rely on AI for tasks ranging from
scheduling appointments to providing
emotional support.A lot of evidence
points to psychological causes for this
behaviour. As a species, we have an
innate propensity to attribute human

characteristics to things that do not
exist. Even inanimate things, like ani-
mals and objects, can have feelings
and purposes.The advent of AI has
amplified this tendency to an unprece-
dented degree by creating tools that
can engage in decision-making, inter-
active communication and natural lan-
guage processing in ways that are rem-
iniscent of humans. Incorporating
human-like characteristics into AI sys-
tems takes advantage of this natural
propensity, making them appear more
relatable and trustworthy. While the
benefits of anthropomorphising AI are
evident, the practice is not without its
pitfalls. When AI tools are designed to
mimic human behaviour too closely,
users may forget they are interacting
with a machine.This blurring of lines
can lead to over-reliance, misplaced
trust, and even exploitation. For
instance, a user might confide deeply
personal information to a chatbot,
unaware that their data could be stored,
analysed, or misused.Deploying AI
tools in delicate situations raises even
more serious ethical concerns. Take
into account the application of AI in
counselling and treatment. Although a
chatbot designed to mimic human
behaviour can offer some assistance, it

can’t replace a human expert when it
comes to empathy and moral reason-
ing.Users’ potential misunderstanding
of AI as a substitute for human thera-
pists highlights the importance of
openness and limits. The ethical rami-
fications of anthropomorphisation need
to be considered by regulators and law-
makers as AI becomes more integrated
into everyday life. AI tools do not yet
possess awareness, emotions, or free
will; thus, companies must be forth-
right in informing consumers of these
limits.Another important point is that
AI could be used in a deceptive way.

Companies and gov-
ernments might use
human-like AI to
make convincing and
emotionally engaging
connections. AI chat-
bots used for cus-
tomer service or polit-
ical campaigns might
quietly sway people’s
views and choices,
which raises concerns
about ethics and
whether users agree to
this influence.While
AI can enhance pro-
ductivity, creativity,

and convenience, it is essential to
maintain a clear distinction between
human intelligence and machine intel-
ligence. Designers should focus on
developing efficient and useful AI
without encouraging unrealistic emo-
tional attachments. Additionally, indi-
viduals should cultivate a healthy scep-
ticism toward AI interactions, recog-
nising the sophisticated abilities yet
realising that they are fundamentally
non-human. The moment humans for-
get social interactions and machines
start social interactions, it’s the end of
humanity.
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