India set to open $50bn government contracts to US firms in bid to deepen trade ties
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India is on the brink of a notable change in its approach to government procurement, planning to open approximately $50 billion of its protected market to American firms. This decision is part of a broader strategy that could eventually extend to other international trading partners. The shift comes amid ongoing negotiations with the United States, indicating a strong desire for deeper trade ties as India seeks to navigate the complexities of global commerce.
The public procurement sector in India is massive, estimated to be worth between $700 and $750 billion annually. Historically, this market has been largely restricted to domestic players, with a significant portion, including 25%, specifically reserved for small and medium-sized enterprises (SMEs). This strategic move to relax procurement restrictions is being characterised as an effort to create a more reciprocal trading environment, a sentiment echoed by various officials. One government source stated, “In a policy shift, India has agreed to open its public procurement contracts gradually to trading partners, including the US, in a phased and reciprocal manner.” 
Importantly, the proposed opening will initially focus on federal contracts, deliberately excluding state and local procurements. The sectors anticipated to be affected include a range of goods, services, and construction. The lack of clarity from the Indian Commerce Ministry on whether similar access will be extended to other nations adds a layer of uncertainty to the negotiations. However, the aim seems to be a delicate balancing act: increasing international access while ensuring that domestic safeguards remain intact.
Recently, Trade Minister Piyush Goyal visited Washington to expedite this deal, as both nations hope to reach an interim agreement by early July. This timeline is particularly significant, aligning with a temporary halt on tariff increases that former US President Trump had announced, which includes considerable tariffs on Indian imports. Observers note that this presents a ripe opportunity for Indian firms to negotiate more favourable terms in foreign markets through reciprocal arrangements.
The recent agreement with the United Kingdom mirrors this approach, allowing British firms access to bid on select federal contracts above ₹2 billion, while sparing sensitive sectors and all state-level projects. This arrangement aims to foster better trade relations and offer new avenues for collaboration. Anil Bhardwaj, secretary general of the Federation of Indian Micro, Small and Medium Enterprises, noted that the shift could simultaneously enable Indian businesses to strengthen their own foothold in international markets.
However, the move has not been without controversy. Critics within India, particularly from the micro, small, and medium enterprise sector, caution that such openings may endanger local businesses. They argue that increased foreign competition could dilute one of India's key industrial policy mechanisms—the use of government procurement preferences to promote local manufacturing, innovation, and employment. The Global Trade Research Initiative has voiced apprehensions that allowing British companies to participate could effectively undermine Indian SMEs by flooding the market with foreign entities classified as local suppliers under the Make in India policy.
As India navigates this critical juncture in its trade policy, the outcomes remain uncertain. The balancing act between fostering international relations and protecting domestic industries will undoubtedly shape the future of Indian procurement practices. With elements of competition and collaboration intertwining, stakeholders are watching closely to see how these developments will unfold in the coming months. 
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