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What Indian Energy Choices Reveal About a
Changing Global Economy

As geopolitical rivalries reshape global trade and energy flows, oil is once again at the centre of
strategic contestation. For India, caught between discounted Russian crude and mounting Western
pressure, energy choices are no longer merely economic decisions but instruments of statecraft.

In this context, a parallel shift driven by electrification and falling clean-energy costs is helping India
redefine its trajectory. Can India turn this shift into a lasting strategic advantage?

By Vishal Manve, Zega Ras-Work
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n an era of intensifying
geopolitical fragmentation

and fraying post-Cold War
economic integration, oil and
gas flows are once again tightly
entangled with sanctions,
tariff diplomacy, and contests over
regional political influence. This
reality came into focus in February
2026, when Washington used tariff
waivers in an attempt to steer India’s
purchases away from sanctioned
Russian crude and toward American
and Venezuelan barrels. This episode

India’s Solar Turn
A solar power plantin Telangana, 2018.

signals a muscular phase of U.S.
energy statecraft, in which market
access and supply diversification are
increasingly intertwined with strategic
competition.

For India, the world’s third-
largest consumer of oil, this forces
a reassessment of not just its
commercial calculus of energy
imports but its impending geopolitical
ramifications as well. Therefore, New
Delhi’s rapid pivot toward expanding
domestic clean electricity generation
is as much a strategic hedge as it is

COUNTRIES THAT
CANNOT FUEL THEIR
ECONOMIES, POWER
THEMSELVES, OR
SUPPLY CRITICAL
INPUTS FIND THEIR
POLICY CHOICES
CONSTRAINED—NOT
JUST BY MARKETS,
BUT GEOPOLITICS

scaling up climate ambition.

Separate from these trade pressures,
the latest analysis from energy think
tank Ember illustrates how India is
entering a phase of industrialisation
unlike any major economy before
it. As Asia’s third-largest economy
crosses roughly 1,500 kilowatt-hours
of electricity use per capita, it is doing
so at a time when solar photovoltaics
(PV) and energy storage are already
cheaper than new coal-fired power
plants. Additionally, electric vehicles
are undercutting internal combustion
engine vehicles in cost parity.

Therefore, India is pursuing growth
at a rare moment when the lowest-cost
path to industrialisation also limits
geopolitical exposure. Unlike China,
which powered its rise on cheap coal
and oil, India is industrialising on
cheaper electricity.

Electrotech describes the
technologies that generate, move,
store, and use electricity as the core
energy carrier. It links clean power
from solar and wind with batteries,
smart grids, and electric end uses
such as vehicles and heating into
a single system. Unlike fossil fuels,
which rely on extracting and burning
finite resources, electrotech is built
on manufactured hardware that gets
cheaper and better through scale,
learning, and software.

Similar dynamics are now reshaping
energy debates elsewhere. Hengrui
Liu and Kelly Sims Gallagher, Dean
of Tufts’ Fletcher School, warn that
America’s EV pullback is becoming
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an industrial competitiveness
problem. But India’s example flips
that narrative: rather than falling
behind, it is leveraging a different
energy pathway to hedge geopolitical
and trade risks at an earlier stage of
development.

Why Indialsn’t ‘The Next China’
Comparisons of China and India’s
energy systems miss a critical point:
the Asian juggernaut is at a much
more advanced stage of development.
China’s GDP in purchasing-power
terms is more than double India’s, and
its electricity consumption is roughly
five times higher. It far outweighs
India in its manufacturing output
prowess, in pure monetary terms.

An actual, meaningful framework
would compare them at equivalent
stages of development, as noted by the
Ember report authors.

At equivalent GDP per capita, India generates more solar and
far less coal than China

Solar generation per person

When China crossed the 1,500
kWh threshold of electricity use per
capita in 2004, coal generation was
roughly ten times cheaper than early
solar PV. Over the following decade,
coal accounted for nearly 70% of
the growth in China’s electricity
generation.

In contrast, India is now crossing
the same threshold under radically
different conditions. Ember’s analysis
highlights that solar-plus-storage in
India today costs around half as much
as new coal plants. As a result, India
is generating more solar electricity,
burning far fewer fossil fuels, and
electrifying faster than China did at
comparable income levels.

Furthermore, today’s energy
technologies allow countries to
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Wind Power
A windmill along the coast
at Mandvi Beach, Gujarat.

decouple growth from carbon intensity

by adopting more efficient, lower-cost
generation pathways sooner in their
development trajectory.

The Divergence Becomes
Starker In Transportation

When China reached road-transport
oil demand of roughly 150 litres of
gasoline equivalent per capita in 2011,
batteries were about ten times more
expensive than they are today, and
electric vehicles were marginal.

India’s road-transport oil demand
stands closer to 96 litres per capita
and is unlikely ever to reach China’s
peak, with electric two-wheelers,
three-wheelers, and cars already
cheaper than combustion vehicles
across multiple segments, and demand
is higher in India’s burgeoning and
mobile middle class. The report also
notes that due to steady growth in
market penetration, electric vehicles
now contribute 5% of total passenger
vehicle sales nationally. Extrapolating
these trends, global consulting firm
McKinsey projects annualised growth
of 85% in the Indian electric vehicle
market through 2030.

The bottom line is that the energy
pathway that made economic sense for
China’s industrial model is outdated
and no longer makes sense for today’s
India.

L1
('F ‘ﬂ:f‘"
) N

7.

This divergence reflects what
economists describe as a “latecomer
advantage”. As Gernot Wagner of
Columbia Business School told
India’s World, “Yes, this path outlined
here sounds rather important—
and credible: T would ascribe to a
‘latecomer advantage, as you say. Little
to no technological lock-in.”

Crucially, Wagner emphasised
that this shift is not solely policy-
driven. “Policies would surely
help,” he added, “but so do near-
unstoppable technological forces.” For
India, that combination—minimal
legacy infrastructure inertia and
rapidly falling clean-energy costs—
helps explain why electrification
is advancing faster than earlier
industrialisers.

Breaking the Fossil Fuel Chains
With recent American recalibration,
oil carries greater geopolitical weight
than electricity. India is the world’s
third-largest net importer of crude oil.
Roughly half of that demand comes
from road transport, historically one
of the hardest sectors to decarbonise,
but now among the fastest to electrify
under Transport Minister Nitin
Gadkari.

According to Ember, India spends
around 5% of GDP annually on
fossil-fuel imports, a persistent
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strain on the balance-of-payments
that leaves the economy exposed to
price shocks, volatility, and external
leverage. That vulnerability has been a
recurring feature of India’s economic
history, from the balance-of-payments
crisis of the early 1990s to repeated
inflationary shocks driven by oil prices,
including the 1973 OPEC embargo.
The politicisation of energy markets
since Russia’s invasion of Ukraine has
heightened this risk. Before the war,
India sourced less than 2% of its crude
oil from Russia, relying instead on
a diversified mix of Middle Eastern,
African, and US suppliers, according
to Indian broadcaster NDTV. In
a recent statement, the Kremlin

Energy Partners
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acknowledged this pattern as “nothing

Geopolitical experts state a post-
2022 surge in Russian imports
reflected opportunistic buying in a
sanctions-distorted market. India
imported €144 billion ($168 billion)
worth of Russian crude oil since the
EU enacted sanctions, becoming
Russia’s second-largest buyer after
China. Meanwhile, Washington’s tariff
strategy exposed the structural risks of
oil diplomacy. By directly linking trade
penalties to oil sourcing—first through
elevated tariffs in 2025, then through
conditional relief in early 2026—the
Trump administration put forward a
carrot and stick ultimatum. It is clear:
dependence on imported fossil fuels

now carries prolonged geopolitical
costs.

Skipping the Coal Detour
India’s energy transition has
foundations cemented in place.
Official government data shows
that India crossed 50% non-fossil
electricity capacity in June 2025, five
years ahead of its Paris Agreement
target. By November 2025, non-fossil
capacity had reached 262.7 gigawatts,
accounting for 51.5% of total installed
power capacity.

International benchmarks reinforce
these developments. According to
the International Renewable Energy
Agency (IRENA), India ranks third

INDIA SPENDS
AROUND 5% OF
GDP ANNUALLY
ONFOSSIL-

FUEL IMPORTS, A
PERSISTENT STRAIN
ON THE BALANCE-
OF-PAYMENTS
THAT LEAVES

THE ECONOMY
EXPOSED TO PRICE
SHOCKS, VOLATILITY,
AND EXTERNAL
LEVERAGE

globally in solar capacity, fourth in
wind, and fourth in total renewable
energy capacity. Cost curves continue
to tilt decisively. TIRENA estimates that
utility-scale solar and onshore wind
costs have fallen by more than 80%
over the past decade, while battery
prices have declined similarly.

Crucially, coal demand need not
rise much further. Least-cost pathway
modelling by Ember and TERI shows
India’s coal demand plateauing
through 2030. The International
Energy Agency’s Stated Policies
Scenario, historically conservative on
electrification, projects coal demand
in 2035 at roughly today’s level. In
practical terms, India is likely to reach
$20,000 GDP per capita without
ever burning coal at the levels China
reached at $5,000. However, this
progress may be undermined by
India’s plans to develop 100 GW of
higher-cost coal capacity in the next
seven years, in excess of the needs
identified by resource adequacy
assessments.

Therefore, we recommend a focus
on speed and practicality: faster
electrification of transport, expedited
deployment of storage and grids, and
deeper integration of renewables into
industrial growth.

Hedging Power in a Fragmented
World

India’s biggest advantage, based

on Ember analysis, is electrotech,
which substitutes domestic electricity
resources for imported fossil fuels. As
India’s technology sector booms, from
hyperscale data centres to advanced
manufacturing, electricity demand is
expected to rise sharply.

Google has committed $15 billion to
data-centre and cloud infrastructure
in India, while domestic firms such
as AdaniConnex, TCS, and Reliance
are scaling computing capacity,
which depends on reliable, low-cost
power. India’s challenge is to meet
these surging demands without
recreating fossil dependence under a
different guise, while designing robust
environmental guardrails.
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It is worth noting how geopolitical
and economic realignment has
accelerated opportunities for strategic
diversification away from oil markets
and petro-politics. India has deepened
trade partnerships through Free Trade
Agreements (FTA). This includes an
FTA with the European Union, called
the “mother of all deals”, mutually
cutting existing tariffs over 90% across
a range of industrial goods. India has
also made similar agreements with
Japan, Australia, South Korea, and
SAARC countries, among others.

This strategic hedging is
increasingly the norm rather than
the exception. The World Economic
Forum’s Global Cooperation
Barometer 2026 finds that while
trade and technological cooperation
are fragmenting along geopolitical
lines, countries are simultaneously
expanding issue-specific and regional
partnerships to manage risks,
particularly in energy technologies,
critical minerals, and industrial
supply. In this context, expanded
access to clean energy technologies not
only serves decarbonization goals but
is critical to energy security.

From Transition to Rupture

The irony is hard to miss. A U.S. trade
strategy engineered to pressure India
over oil may end up reinforcing the
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very trends that reduce its long-term
oil dependency altogether.

India is reducing the leverage
external actors can exert through
old-world energy markets. But this
energy shift did not begin with tariffs
or sanctions. It started with falling
costs and improving performance of
electrification technologies.

Recent trade pressures sharpen
what was already becoming evident.
As Canadian Prime Minister Mark
Carney warned in a special address at
the World Economic Forum in Davos
earlier this year, the world is moving
through a “rupture, not a transition.”

Just as the rules-based international
order is fragmenting, so are energy
markets. Countries that cannot fuel
their economies, power themselves,
or supply critical inputs find their
policy choices constrained—not just by
markets, but geopolitics. This is where
India’s electricity-led development
path takes on strategic meaning.

As alliances fragment and countries
hedge rather than commit, those with
resilient domestic energy systems will
have more space to manoeuvre than
those tied to volatile fuel imports. The
question, then, is no longer whether
India can afford to accelerate its clean-
energy trajectory. In a ruptured world
order, the more pressing question is
whether it can afford not to. iw

Electric Mobility

Nitin Gadkari addresses a
demonstration of an electric
bus at Parliament House, with
Narendra Modi in attendance,
New Delhi, 2015.
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