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Abstract

This paper attempts to provide an overview of significant recent
developments in US policy towards South Asia and their implications
for India. It examines the proposed cooperation between India and the
US, focusing on advanced technology issues. It also places this issue
in the context of USPakistan ties, as this provides a relevant referent
for comparison. This paper concludes that while the US and India are
formally expanding their strategic cooperation, the results on the ground
are still not in step with the rhetoric. Therefore, considerable work still
needs to be done before the much discussed strategic partnership can
become a reality.

Introduction

The conventional wisdom on Indo-USrelations statesthat in the last few
years, thetwo sideshave elevated their interaction to adeeper level. Thereare
regular satementsfrom both sdesaffirming thispositivetrend. Beyond such verba
gestures, tangible stepstowards building up bilateral relations centre around the
Next Stepsin Strategic Partnership (NSSP) framework. These* steps’ include
discussions on cooperation in defence technol ogy, proposed sale of advanced
fighter aircraft, and thesupply of civilian nuclear materiad. Commentatorson both
Sdeshaveviewed such devel opmentsasevidence of anascent strategic partnership
between Indiaand theUS. It isimportant that such sentimentsareexaminedinthe
light of eventson the ground and assesswhether Indiahasactually benefitedin
red termsfromitsdiaoguewiththe US, and moreimportantly how thiscompares
withthelatter’ spartnership with Pekistan. Thereasonfor thiscomparisonisbecause
policymakersand commentators havefrequently stated that \Washington hasvery
different policiestowardsIndiaand Pakistan, and that tieswith Indiaare based on
along-term understanding of shared interedts. It istimeto seewhether thisdeeper
relationship hasactually trand ated into concrete benefitsfor India.
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Recent Developments

The US State Department background briefing on March 25, 2005, onthe
Bush Administration’s new strategy for South Asiaevoked awidespread and
varied responsein SouthAsawhileit went dmost unnoticed inthe US. Thereaction
inSouthAsiaand in Indiain particular ranged from suspicion and skepticismto
positivewel come bordering on euphoria. The March briefing was subsequent to
thevigt of theUS Secretary of State Ms. CondoleezzaRice earlier that month to
India. On the same day Rice had also given an extended interview to The
Washington Post where India had featured among the various questions that
wereraised.

Someof the significant points made during the State Department briefing are
asfollows. Ricementioned “ broadening and deepening our relationshipin energy
cooperation.” Inafollow-up query during the Post interview, when asked about
nuclear power plants, Ms. Riceanswered“ Well, we reone step fromthat certainly
but (weare) looking at their energy needsand trying to understand how they can
bemet.”* During the course of thebackground briefing on US-SouthAsaRdations,
it was expressed that “the next steps and strategic partnership, though very
important, wasn't broad enough to really encompassthekind of thingswe needed
to dototakethisrelationship whereit needed to go, and so the President and the
Secretary developed theoutlinefor adecisively broader srategicrelaionship. .. Its
goal is to help India become a major world power in the 21st century. We
understand fully theimplications, including military implications, of thet Satement.”?

Thebriefingwent onto e aborate, “ The strategic dialogue will include global
issues, thekindsof issuesyou woul d discusswith aworld power. Regiona security
issues, thingslikethetsunami situation or Nepd . And Indid sdefenserequirements,
high-tech cooperation, expanding the current High Technol ogy Cooperation Group
and manufacturing licenses, even working towards US-India defense co-
production...Inpardld, there san energy didoguethat wouldincludecivil nuclear
and nuclear safety issues. Keep building the next stepsin strategic partnership
processthat’salready underway and establish aworking group on space. Indiais
very much aplayer intheissue of spacelaunch vehicles, satellitesand soon.”3

Thebackground briefing followed an announcement by theUSadministration
that it had cleared the sale of F-16 aircraft to Pakistan, although detail sof thesale
areyet to beannounced. Someandystshave concluded that theUSadminidration’s
remarksabout | ndiawere made moreto placate | ndian sentimentsthan signifying
any changeinbasic USpoaliciestowardsNew Delhi. Evidenceof thislackadaisica
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approachisthat no concretetimeframe or clear strategy to overcome obstacles
towardsimplementation of thedecl ared objectives, especidly with regard to nuclear
trade, was expressed at the March 25, 2005, briefing. Having said that, it is
important to discuss some aspectswhich provide causefor consolation.

The F-16 sale to Pakistan had been expected for sometime and therewas
really no expectation that it would not come through. Therefore, it would have
been enough perhapsto offer Indiaafar wider rangeof munitionsitems, inaddition
totalkson higher level issuessuch asmissledefence. However, the US government
went beyond such declarations, and stated that it wasinterested in hel ping India
becomeamajor power, with full realisation of the military implications of that
statement. It also talked of going beyond the NSSP, sincethat isnot perceived as
being broad enough.* Further, the remarks about the defacto | ndian and Pakistani
nuclear weapon status, India’s space capabilities, and civil nuclear cooperation
between thetwo sides, areindicatorsthat Washington doesnot just want to placate
New Delhi but infact desiressubstantial strategicinteraction.

A relevant examplewould bethe case of supply of civilian power reactors. In
aMarch 2005 interview with India Today, aleading Indian newsmagazine, Rice,
in spite of repeated and pointed questions about reactors, answered in general
terms, saying, “ Yes, well, wewill certainly want to discussthe energy needs of
India. | understand that thisisagrowing, infact burgeoning economy and, likethe
United States, we areall concerned about how we will meet our energy supply
over the next decadesand do that inaway that iscleanfor theenvironment.”® She
further said, “ We can certainly discussanythinginthisnew relationship, and |
think wewill want to discussthisissue. Therehavebeen—anditwill beno surprise
to anyone—that there have been proliferation concerns. But thisissomething that
| think wecan certainly discuss” But crucidly, inher interview with TheWashington
Post (March 25, 2005), however, Rice said that the supply of reactorswasonly
astep away.

Previoudy, both sideshad hailed the NSSPasamgjor sepinbilaterd reations.
It wasto “ progressthrough aseries of reciprocal stepsthat will build on each
other.”® Although the NSSP has not been officially released, given the current
domesticlawsand international obligationsinthe USand India, high technology
ded swould havebeenamgjor step ahead in Indo-UShigh technol ogy and security
relations. The March background briefing stated that the* Administration madea
judgment that the next steps and strategic partnership, though very important,
wasn't broad enough to really encompassthe kind of thingswe needed to doto
takethisrelationship whereit needed to go.”” Such astatement impliesamuch
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stronger sentiment towards stronger efforts even when considering apositive
interpretation of USlawsand international obligations. Asdetailed studieshave
shown, obstaclesintheway of Indiaand USresuming civil nuclear commerceare
formidable, but not entirely insurmountableif thereissufficient politica will. To
daethat suchcommerceisonly “astep” away impliesastrong politica commitment
to reviewing past practices.

Itisnot surprising, therefore, that some analysts, taking theabovefactorsinto
account have concluded that the March 25" briefing pointsto amajor political
shift in Washington’s approach towards resolving Indo-US differences and
advancing tothefull extent closer relationsby including joint measuresto combat
terrorismand nuclear proliferation.®

Practical Difficulties

But before such expectations can beredised, severa hurdleshaveto bededlt
with. Firg, thereareinherent, historically built-in prejudicesand preferencesamong
various political actors, especialy in India. Such attitudes can be located in
frameworks such as the Non Aligned Movement (NAM) as well as some
formulations of the left parties. Second, the NSSP hasto achieveits potential
before moving forward. Asalready mentioned, progressin NSSPhasbeen less
than optimal. Third, regarding nuclear commerce, the Nuclear Suppliers Group
(NSG) hasto beconvinced of the need to engage I ndiain civilian nuclear commerce.
Asit happens, theimmediateissueof fud for Tarapur ingtal ation hasto beresolved
withinthenext 18 months. Fourth, progressin military supplieswill beconstrained
by limitson Indian defence expenditure, and thiscould bealimiting factor in the
find determination. Fifth, theUS Congress, and in particular, thenon-proliferation
fundamentalistsinthe USwill haveto be convinced of therationalefor civilian
nuclear commercewith India, even after NSG members have been convinced of
suchaneed. Andfinaly, for the USadministration to convinceitsinternational
partnersand domestic constituents of the efficacy of suchapolicy, it would need
to offer these critics some concessions by Indiaaswell. That would requirea
commitment by Delhi aswell ascertain unspecified actionson itspart especialy
withrespect toitsstrategic (nuclear and missile) programmes. That would indeed
beamajor exercise.

Therefore, while some experts have been generaly positive about theMarch
25" briefing, others have concluded that the Bush Administration’s approach to
SouthAsiadoesnot signify any major shiftinthe US policiestowardsindia. The
viewpointsincludethefollowingissues.

204 Srategic Analysis/Apr-Jun 2005



* TheMarch briefing was made with referenceto the sale of F-16sto
Pakistan, asendtiveissueasfar asIndiaisconsidered. Itismerely asop
to placateIndia.

*  Whilethesaleof F-16 to Pakistanisready for finaisation, therehave
been no steps outlined asto how the US hopesto achieveits objectives
or goalswith respect toits programmeswith India.

* TheNSSPhasyet to take off in apositive manner.

*  Whilethemilitary salesto Indiawould haveto befinanced with Indian
resources, the sal esto Paki stan have been underwritten with substantial
military grantsnot to spesk of the underwriting of the Pakistani defence
budget by USmilitary.

* Theoffersof USmilitary supplieshavenot been supported by any assurance
of continuity of supplies.

Therefore, taking into account thesearguments, itispertinent to enquirewhether
there have been any fresh developmentsat thegroundleve inthelndo-USreations
especialy with regard to high technology transfer issues, including civilian space
and nuclear programmes. Furthermore, we a so need to compare contrasting US
policiestowards | ndiaand Pakistan, which can give anindicator of how much
progress hasactually been madein Indo-USties.

At the policy level alarge number of bilateral meetings have taken place
between thetwo governmentsa ong with severd joint-working groups. Following
thecommitment by theleadersto qualitatively transform Indo-USrdationsthrough
stimulation of bilateral high technology commerce, Delhi and Washingtonheld a
seriesof discussions|eading to the November 2002 announcement of theformation
of anIndiaaUSHigh Technology Cooperation Group (HTCG), comprising senior
representatives of relevant departments of both countries. The deliberations of
thisgroup led to Indiaand the US signing a Statement of Principlesfor High
Technology Commercein February 2003.

Following this, thetwo countriesheld anumber of meetingsboth at theofficia
level (involving the HTCG) and non-officia levelshosting anumber of public-
private meetings with representatives of both the governmentsand industry to
examine specific sectors. Such public-private meetingshaveincluded sessonson
defencetechnology, information technol ogy, dataprivacy and export controls, life
sciences and nanotechnol ogy.

Subsequently in January 2004 at their next meeting, PrimeMinister Ata Bihari
Va payee and President George W. Bush announced the NSSP. Committing their
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countriesto astrategic partnership, thetwo leadersagreed, “ to expand cooperation
inthree specific areas: civilian nuclear activities, civilian space programmes, and
hightechnology trade,” in addition to expanding their diad ogueon missiledefence.®

The NSSP was envisaged asacooperative exercise, cons stent with thetwo
countries’ nationd lawsandinternationa obligations, whichwill “ progressthrough
aseriesof reciproca stepsthat will build on each other. It will include expanded
engagement on nuclear regulatory and safety issuesand missile defence, waysto
enhance cooperation in peaceful uses of spacetechnology, and stepsto createthe
appropriate environment for successful high technology commerce.” 1

But beyond the statements, what has been the ground reality since October
2001 when nuclear rel ated sanctionswerelifted? | n September 2004, Washington
announced thefirgt initial stepsunder Phasel of the NSSP. These measureswere
supposed to be conduciveto the easing of USexport licensing policieswhich
would havefostered cooperationin commercia space programmesand permitted
certain exportsto power plantsat safeguarded nuclear facilities. But, although
Phase| of the NSSP was presented in some quarters asbeing amajor step, in
redlity itsscopewaslimited to de-licensing of low technology itemsfor subsidiary
unitsof the Indian Space Research Organisation (ISRO). Thisbegsthequestion—
why hasactua cooperation not beenintunewith thelofty sentimentsexpressed at
highly publicised meetings between senior officials? Therearetwo alternative
explanaions

* TheUSgovernmentisnot really sincereinitsstated god of radicaly
transforming itsrelationswith Indiaor isunableto get theentrenched US
bureaucracy toformulate action plansto trand ate thisstated political
objectiveintoredlity.

* Alternatively, thelndian government hasbeen unableto resolveitsown
policeswith respect toitsrelationswith the US and because of thisits
own measures havefallen short of expectations, damaging itscredibility.

Thereissufficient evidenceto support either of thesetwo hypotheses. The
next section analysesthe US administration’spoliciestowardsIndia, whilealso
consdering itsrelationswith I damabad at the sametime. The subsequent section
briefly takesalook at New Delhi’ sresponse, whilethefinal section offerssome
suggestionson how toimprovethe state of affairs.

USAdministration Policies
The Bush Administration has stated that Washington’snew policy in South
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Agaistoddinkitsrdaionswith Indiafromitsreaionswith Pakisgan—asuggestion
often made by Indian commentators. But, inreality, Washington hasgone out of
itsway to help Idamabad whiledragging itsfeet when dealing with New Delhi.
Two aspectsof US policiesneed careful examination. First, the USinterpretation
of therequirementsof itsdomesticlawsand internationa obligationsin respect of
itsactionstowards|ndiaand Pakistan; and second, themassivefinancia resources
—direct andindirect —it hasbeen transferring to the Pakistan military.

USDomestic Laws and International Obligations

How hasWashingtoninterpreted itsdomestic lawsin dealing with Indiaand
Pakistan? Evenwhen the US administration lifted the 1998 tests-rel ated sanctions
imposed on Indiaand Pakistan, the result, as compared to the pre-May 1998
position, wasmorein favour of Pakistanthan India.

What has happened sincethen?A review of US policiesreved sthefollowing
points:

* Pakigandill attractssanctionsunder Section 508 of the Foreign Operations
AppropriationsAct, which barsassi stanceto any country whoseduly
€l ected head of government has been deposed by amilitary coup. Annual
certificateswai ving these sanctions—arequirement arising from various
Congressiona Acts—arebeing routinely issued annually on the ground
that thiswould“facilitate thetrangition to democratic rulein Pakistan.”**
This, in spite of thefact that President Pervez Musharraf has given no
indicationtoforego ether hismilitary uniformor dilutehispowers. Thisis
not unliketheritua certificatethat used to begiven by theUSinthe 1980s
—also asarequirement arising from then existing Congressional Acts,
such asthe Presder Amendment —that Pakistan did not possessanuclear
device.

* Inaddition, Washington has gone out of itsway to protect | slamabad
fromvarioussanctionsit hasbeen accumulating since 2001 —amost asa
collection of merit badges—asaconsequence of Pakistan’sactionsthat
haveviolated USlaws. On March 14, 2003, the President issued a
memorandum (Presidentid Determination No. 2003-16) waiving the coup-
related sanctionson Pakistan citing that it “isimportant to United States
effortsto respond to, deter, or prevent actsof international terrorism” .2
OnMarch 17, 2003, the US Secretary of State transmitted tothe US
Congressa‘ Waiver Determination and Memorandum of Justification
Regarding USass stanceto Pakistan’ pursuant to Sec. 620H of the Foreign
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AssistanceAct (FAA).- Sec. 620H of FAA requiresthe President to
“withhold ass stance under thisAct to thegovernment of any country that
providesletha military equipment toa country the government of which
the Secretary of State hasdetermined isaterrorist government.” The
President made the determination that “ furnishing such assistanceis
important to the national interestsof theUnited States.”

About ayear |ater thePres dent once again madeanumber of determinations
with respect to Pakistan. On February 27, 2004, asarequirement for
providing assistance to Pakistan under the Emergency Supplemental
AppropriationsAct for Defense and for the Reconstruction of Irag and
Afghanistan, 2004 (Public Law 108-106), the President determined
(Presidential Determination No. 2004-25) that “the Government of
Pakistan is cooperating with the United Statesin the Global War on
Terrorism.” Then on March 24, 2004, he made another determination
(Presidentia Determination No. 2004-26), onceagain waving coup rel ated
sanctionsciting, “it isimportant to United States effortsto respond to,
deter, or prevent acts of international terrorism” asthereasonfor the
determination.

Then, likethe previousyear, the Secretary of State senttotheUS
CongressonApril 5, 2004, a Determination and Memorandum of
Justification pursuant to the Foreign Operations, Export Financing and
Related ProgramsA ct pursuant to Sec. 543 of theAct. Sec. 543, asdoes
Sec. 620 H of the FAA prohibitsass stanceto * Foreign governmentsthat
export lethal military equipment to countries supporting international
terroriam.” Onceagain the Pres dent madethe determination that “furnishing
such assistanceisimportant to the nationa interests of the United States.”
Althoughinthisingancethecountry supplying suchlethd military equipment
to support terrorism was not specifically mentioned, aswasdoneearlier,
ananaysisof theissuewould suggest that thetarget country wasonce
again Pakistan.

Thusin two successive years, even though Washington accepted that
Pakistan wasinvolvedin providing lethal military assstanceto countries
involvedininternationd terrorism, nevertheless, it certified that Pakistan
wasassstingtheUSinitsglobal war against terrorism, because of which
sanctionswerewaived.

* Inearly 2003 the USimposed sanctionson aNorth Korean company,
Changgwang Sinyong Corporation, and Khan Research Laboratories
of Pakistan for thetransfer of missilecomponentstothelatter.** However,
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the US government determined that the sanctionson Khan Laboratories
arenot applicableto the Pakistani government.*> Furthermore, Washington
stated that sanctionswere applied only for themissiletransfersand not for
the suspected transfer of nuclear technology from Pakistan to North

Korea.®* Onceagainin order to refrain fromimposing the far stricter
economic and military supply sanctionsmandated by US laws, the

administration choseto apply afar lessstrict legal instrument. The net
result of thisaction was, however, to sanction North Koreafor missile
transfersto Pakistan and Pakistan for missiletransfersto North Kores,

which seemsanincredulous proposition. Thus, over thelast four yearsthe
USadminigtration has cons stently chosen either to obfuscateitsown laws
mandating sanctions against Pakistan or provided assi stanceto Pakistan
citing nationd interest and security asthecriteriafor waving thesesanctions.

On the other hand, with respect to India, even though the sentiments and
statements expressed may suggest adesireto proceed beyond the NSSP, the US
has consistently refused to act even within the permissiblelimitsof itsdomestic
andinternational legd obligations. Thus, for example, whiletheUSdomesticlaws
and the NSG guidelinesfor supply of dual-useitems allow such transfersto
safeguarded facilitieseven with respect toitemsfor thereactor facility, theUShas
consistently refused to supply even safety related itemsto the Tarapur Atomic
Power Station (TAPS) even though Indiahad voluntarily placed TAPS under
| AEA safeguards after the expiry of thelndo-US agreement on TAPS.

Nor hasthe USrelaxed therestrictive export control lawson dua useitemsto
India. Thel SRO continuesto beeither denieditemsof purely civilian application
or isableto obtainthem only after considerabledifficulties. Theseareitemswhich
have no significancefor India s strategic programmes. In any casethe US has
imposed on Indiaapost shipment verification regime—to ensurethat such items
do not get diverted to prohibited end-uses—whichisfar stricter than asimilar
arrangement it haswith China. All that has been done so far in the course of the
past four years has been the rel axation of these lawsto the extent of permitting
licence-free exportsof itemsof so common and low technology naturethat they
do not even find any separate mention inthe US Commerce Control List (CCL).

The US government’s selective interpretation of its domestic laws and
international obligations, and its support for the Pakistan Army and President
Musharraf has been far more extensive and opague than iscommonly realised
even by Pakistani analystsespecialy inthelight of the material and monetary
support that Washington has been providing to | slamabad during the past four
years.
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Having examined Washington’sdisavowal of itsown lawsto aid Pakistan, it
would be instructive to look at another element of US support to Pakistan —
military aid. Military ass stanceto Pakistan comesinanumber of forms. Thefirst
isthedirect cashtransfersmade by the US military to Pakistan aslogistics support
payments for assistance offered by Pakistan to the US in its operations in
Afghanistan. It amountsto US$ 900 million - $ 1 billion per annum.*” The second
istheofficid Foreign Military Financing (FMF) grantsmadeannudly by theUSto
finance Pakistan’ spurchase of USmilitary items. Currently itis$ 300 million per
annum.

Thethird element isthe subsidised sale of US equipment to Pakistan aspart of
Excess DefenceArticles (EDA) sales. So far the US has offered avariety of
munitions items to Pakistan as part of EDA. The book value of these offers
amounted to US$ 391.36 million while the sale price to Pakistan was only $
51.00 million, i.e., a one-eighth the book price.

Thefina € ement isthe purchasesand grantsmade out of appropriationsunder
different headingsother than FMF. In oneinstance the USfinanced Pekistan's 2-
year |ease of 26 Bell helicoptersvalued at $ 230 million out of fundsappropriated
under the Emergency Supplemental AppropriationsAct for defence and the
reconstruction of Irag and Afghanistan. Theactua transfersmadefrom thisand
other appropriationsarelikely to far exceed the dready announced five-year FMF
funding of $1.5billion.

Thevaue of total cash grants made by the USto Pakistan’s military from
January 2002 till dateisin excessof US$4 billion! Further, thetotal value of
Foreign Military Sdes(FMS) notificationsso far sent tothe US Congressalready
exceedsthetota value of FMF grants Pakistan has been scheduled to receivetill
September 2009! Itismost likely that the USwill find additional resourcesto be
ableto finance Pakistan’spurchase of F-16s. Thismay well exceed $3 billioniif
Pakistan decidesto order 75 or so F-16 Block C/D types.

Thenetimpact of al thesetransfershasbeen that since January 2001, theUS
has been underwriting morethan 30 per cent of Pakistan’stotal official defence
expenditureand almost the entire capital expenditure—including purchasesfrom
both the US and non-US sources of Pakistan military.’

Thissection examined two levelsof tacit and explicit US support to Pakistan.
Washington'srefusal to adequately apply itsown laws apropos Pakistan, aswell
asitssimultaneousfinancing of Pakistan’s defence expenditure, does provide
legitimate causefor concernto India. Thisisespecidly sointhelight of declarations
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such asthose stating that the USwould like to help Indiabecome amajor power.
Recent evidence may not necessarily suggest that Washingtonisactualy tryingto
realiseitsdeclared objectivesinitsdeaingswith India.

Indian Government’sPoliciesand Pr actices

Itisalso possiblethat in addition to US policies, the absence of acoherent
Indian policy towardsthe UShasresulted in thelack of any rea progress. Almost
nothing isknown about what Indiaexpectsfrom the US except, in broad terms,
therelaxation of NSG guiddinesand therelaxation of licensing normsfor dua-use
high technology itemsto India. The NSSPisnot apublic document and not much
isavailablein the public domain about itscontents. It isknown, however, that the
NSSP requiresboth governmentsto take stepsin tandem to achieve progressin
bilatera ties. Oneof the measuresundertaken by the Government of Indiawasthe
legidation and implementation of an efficient export control system anal ogousto
the export control systemsin place elsewhere. Yet, even after nearly 18-months
since the NSSP was announced, Indiaisyet to have acomprehensive export
control systemin place. The government hasrecently passed, ‘ The Weapons of
MassDestructionand Their Meansof Dedlivery Systems(Prohibition of Unlawful
Activities) Act 2005,"*° but its operative sections have yet to be trandlated in
executiveadminigrative proceduresand rules. Sincefurther progressinthe NSSP
iscontingent upon Indiahaving an up-to-dateexport control system, lack of progress
intheNSSP could aswell be dueto Indian duggishnessasmuch asUSintentions.

Although public knowledge of detailsin thisrespect is scant or amost non-
existent, the general impression hasbeen that Indiahas madefew concretedoable
demands on the USto show itsgood faith. For instance, whilethe demand for
relaxation of NSG Guiddinesfor transfersto Indiaof Trigger Listitems—reactors
and nuclear fuel —should certainly form part of India’srequirements, itiswell
known that this step requires substantial preparatory work to be ableto muster
support inthe NSG which the US does not appear to have embarked upon.

Meanwhile, thereareanumber of stepsthat the US cantakewithout reference
tothe NSG A relevant examplewould bethe sal e of dud-useitemsfor thereactor
section of TAPS. Boththe USIawsand the NSG rulesallow for such transfers.
Yet, itisnot clear if thelndian government has made demandsfor suchitemsfrom
theUSor evenif the Department of Atomic Energy hasany graded set of demands
from the US other than reactors. The same attitude of indifference or absolute
demandsisthehallmark of other concerned departments.
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Another issueisthelack of iron clad supply guaranteesfrom the USon the
sdeof munitionsitemswhich then becomesafactor inhibiting I ndian purchases of
USequipment. Yet it isnot realised that even today anumber of major Indian
defence purchases and procurements— both from domestic and non-USforeign
countries—arecritically dependent on USIicenseswithout any guarantee that
theselicenseswill be unconditionally enforced. For example, the supply of the
Advanced Jet Trainer (AJT) is dependent on a licence granted by the US
government in March 2002 to Indiafor the supply of 66 ram turbineenginesfor
theBritish supplied Hawk trainer aircraft. Thereisno guaranteethat thesewill not
berevoked aswasdonein the case of the SeaKing helicoptersin 1998.

TheLight Combat Aircraft (LCA) isa so dependent on USlicensesgivenin
2004 for manufacture of flight control systemsand the export of FO4-GE-IN20
aircraft enginesto power theaircraft. Once again thereisno undertaking by the
USthat theselicenses have been given unconditionally. The Main Battle Tank
(MBT) isdependent on USlicensesfor manufacture of rate gyrosin Sweden for
export to, andend-useinIndia. Therefore, whileitiseminently justifiableto ensure
that India sdefence procurement effortswill not beaffected adversely, onerequires
avery strong case to demand assurances from the US. The US has not been
willingto givesuch assuranceseventoitsclosest alliesin NATO, which doesnot
sound too promising for Delhi. Thisisespecially so because many of thelndian
procurement programmes are heavily dependent on US supplieswithout such
assurances.

Dedingwith such crucid detail sof technology transfer processesa sorequires
political will aswell asaclearly defined road-map. Political differenceswithin
Indiaareamaor hurdleto theimplementation of such aclear agenda. A political
consensusisthusrequired on what the expectationsfrom the US-Indiapolitical
relationship are and how Delhi should respond to the existing international
technology control regimes. Should it denounce and ignore them or cooperate
with the key actorsto makethe regimes moreresponsiveto the changing global
environment? The concerned policymaking establishments in India have to
undertakeacost-benefit andyssof itsinteractionswith the US on high technology
issues.

Areasfor Immediate Consider ation

There areanumber of actionsthat Indiacan ask the USto initiate without
either contravening any of thelatter’ sdomesticlawsor internationa obligations.
Quiteafew of them are of immediate relevancefor the concerned Indian entities.
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It is no secret that even if there is a political will to move ahead, the two
bureaucraci es—the State Department in the US and the scientific bureaucracy in
India—are till far from enthusi astic about these devel opments. Unlessthetwo
democratic governmentsassert their palitica right to makeand implement palicies,
and take strong measuresto bring thesetwo agenciesin linewith their objectives,
not muchislikely to happeninthe near future.

Assuming that thereissuch awill, what aretheimmediate stepsthat can be
taken by the two governmentsto put on track their stated intention to advance
Indo-UShilateral relations?

e Thorium

The Radkowsky Thorium Fud (RTF) isanovel once-through, thorium-based,
seed-blanket fuel cycle concept that offersanumber of advantagesreativetothe
current uranium-based fuel for commercial light-water reactors. Thereisajoint
US-Russiajoint programme on thissubject under the US-RussiaEnergy Working
group. Useof thoriumiscentral to thelong-term nuclear energy programmein
India. It should, therefore, beof interest to India to be part of this program
especialy asitsparticipation in thiswould benefit othersaswell because of the
strong R& D work that hasa ready been donein Indiaon thorium. NSG guideines
may not poseaproblem sincetheBen Gurion University inlsrael isaready part of
thisprogram and in so far asNSG rulesand US domestic laws are concerned,
Indiaand Israel areat par with respect to nuclear transfers. If theUSand Russia
can accommodate Israel in the programme, thereis no reason why Indiatoo
cannot beapart of the programme. Therefore, if thelndian Department of Atomic
Energy (DAE) isinterested inthe programmeand expressesitswillingnessto the
Government of India, thelatter must pushthe UStowardsthisend. It will beone
way totest the sincerity of the US government on itsstated goals. Incidentally
nearly threeyearsago in June 2002, the participantsof aTrack || meeting—who
included the late Rgja Ramannaand the present National Security Advisor, MK
Narayanan—had recommended that I ndiaand the US pursue“ Exploration of use
of thorium in advanced thorium cyclesin collaboration with US and Russian
experts.”

* Dual-use Components

Thetransfer of dual-use components and partsfor usein the safeguarded
TAPS1& 2, whichhad been originally supplied by the USunder an Indo-US
nuclear agreement. Such transfersare permitted under both US domestic laws
and itsinternational obligations. Here again if the DAE can identify specific
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requirementsthen thelndian government must pursuethiswith Washington.

¢ Nuclear Fue

Thecurrent stock of low enriched uraniumfor TAPS 1 & 2will beexhausted
by end 2006. It iscritical that fresh suppliesof fuel bemadeavailableto TAPS.
Thecurrent NSG Guidelinesdo not permit transfersof such fuel to India. India
and the US must begin discussing how thisrestriction can beether removed or at
least relaxed, so that TAPS continuefunctioning.

»  Communications Satellite Technology (COMSAT) Regulations

Someyearsago the UShad established relaxed regul ationsfor thetransfer of
technology, components and systems for the fabrication and launch of
communication satellites. Thisiscurrently restricted to NATO and Mg or Non-
NATOAIllies(MNNA). Inclusion of the Indian Space Research Organisation
(ISRO) inthe COM SAT regimewill greetly facilitate| SRO’'scompetitivenessin
entering globa market for such services. Thisaction too may need morethan an
executive decision by the US President to amend therelevant ITAR (International
TrafficinArmsRegulations). Thisshould bemadebeapoint of discussion between
the two governments. Incidentally Pakistan — which does not have any
communication satellitefabrication experienceor facility —iscovered by COMSAT
since PakistanisaMNNA whilelndia, which hasawell established and reputed
communication satellitefabrication aswell aslaunch facilitiesand experience, is
currently outsde COM SAT.

* Relaxation of USDepartment of Commerce Licensing Procedures

NSSP Phase 1 made a very modest beginning by removing licensing
requirementsfor itemsclassified asEAR 99 inthe US Commerce Control List
(CCL). Thereisscopefor vastly expanding thelist of itemsin CCL, which canbe
removed fromlicensing requirements. Thelndian government must actively pursue
suchacourseof action. Again, such actionwould befully withintheUSlawsand
theinternationa obligationsof theUS.

» Defence Cooperative R&D

The 2001 USdesignation of IndiaasaFriendly Foreign Country (FFC) had
made possibletheinitiation of joint cooperative R& D projects betweentheUS
Department of Defenseand thelndian DRDO (Defence Research and Devel opment
Organisation) in defencetechnol ogies. However, sofar there hasbeen no further
actionfromeither sdetotrandatethisposshility into concreteprogramme. DRDO
must beencouraged to examinetheissueof joint and collaborativeR& D programme
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and if thereisaconsensus, the two governments must actively encouragethe
respectiveentitiestoinitiatethem.

One area, which merits immediately attention, is counter terrorism
technologies. The US has established acoreinteragency group, the Technical
Support Working Group (TSWG) to coordinate the development of such
technologies. The TSWG hasconcluded bil aterd arrangementswith somecountries
for thispurpose. Indiamust explorethe possibilitiesof havingasimilar agreement
withtheTSWG

» Defence Supplies

EvencloseNATOdliesof theUShad faced problemsof licensing delaysand
roadblocks when purchasing US munitionsitems. In order to facilitate such
transactions, the US Government had enacted arelaxed procedure called the
Defence Trade Security Initiative (DTS!), specialy for NATO dlies. Indiamust
persuadethe UStoincludeIndiainthe DTS process. Thiswill servetoincrease
confidencein Indiaabout thereliability of USsupplies.

Theaboveisonly anindicativelist of actionsthat Indiarequiresthe UStotake
—all of which areintunewith domestic USIaws. The USresponsewill enable
I ndiato assess Washington’s sincerity and commitment to implement the stated
goa of enhancing Indo-USrelationsto ahigher and strategic plane.

All thiswould requireIndiato initiate coordinated stepsto trand ate policies
into actions. So far thereisno public evidence that it has engaged in such an
exerciseand carried out the appropriateinter/intraministerial and departmental
co-ordination. Unlessit doesso, even with thebest of intentionson the part of US
government, not much can or will beachieved.

In short, whilethefutureiscompletely opento al developments, inthe short
and mediumterm, progresson achieving thefull potentia of the* new strategy for
Asia’ will be constrained by progress on the NSSP; Indian governmental
preparednessfor exploring al avenues; concessions/actionsrequired fromindig;
theability to carry the political classand public opinion aongintheendeavour;
and doing adequate preparatory staff work.

Removal of US Sanctions: Reality and Illusions

Magic, itissaid, isoftendonewith mirrorsandillusions. It hasto dowith the
deight of hand, twist of thewrist and the presence of agood-looking Sage assistant.
Whileduring such performances, rabbitsappear from hatsand buildingsdisappesr,
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at theend of the show when the curtain descends, the buildingsare still thereand
therabbit isnowhere to be seen. Watching the ongoing spectacle of Indo-US
bilateral talks, one getsthefeeling of having beento amagic show.

Whileit would not be unreasonabl e to state that the general perceptionin
Indiaisthat Indo-USreationsare on the upswing and thefutureispromising, it
can be reasonably argued that on the ground, when we consider the tangibles,
Dehi’spositionisworse off today that it waspre-May 1998, while Pakistanisfar
better off.

Before May 1998, there were no country specific sanctionson Indiaand the
only mgor irritant on the bilateral canvaswastheissue of transfer of dual-use
technol ogiesand munitionsitems. Such trandfersweregoverned by the 1984 Indo-
USMoU on Technology Transfer whoseaim wasto facilitatetradein advanced
technol ogies between the two countries by limiting those casesthat required
separate case-by-case assurances. The MoU covered all items under the US
MunitionsList (USML) anddl itemsin the Department of Commerce Commodity
Contral List (USCCL), whichwerecontrolled for Nationa Security (NS) reasons
by the US. In 1984 such items covered nearly three-fourths of theitemson the
USCCL. Eventhough the MoU functioned successfully intheinitial years, by
1998 its effectiveness had been reduced by a series of administrative diktats by
theUSadminigtration. A large number of itemsonthe USCCL (controlledfor NS
reasons) were removed from that classification with theresult that by 1998 the
shareof suchitemsinthe USCCL camedowntolessthan 40 per cent. Nevertheess
the Situation wassomewhat managegble. Therewereno Indianentriesinthe Entities
List, anditemsnot listed individually inthe USCCL —theso-called EAR99—did
not require export licensesto any party inIndia.

TheMay 1998 sanctionsradically altered the situation. A large number of
Indian entitieswere placed onthe Entity List. All itemsonthe USML weredenied
to India. And even EAR99 itemswere subject to denialsto entitiesin the Entity
List. Theremoval of sanctionsin October 2001, it was assumed, would at | east
restorethesituationto pre-1998 levels. That isnot the case. First, although the
Entity list hasbeen pruned, neverthelessalarge number remain onthelist. Export
licensesto these entitieswould not be covered by the 1984 MOU and all exports
to these entitieswould betreated on acase-by-case basis, unlike earlier periods.
Second, thelisted entitieswould now requirelicenseseven for EAR99 items -
which wasnot the caseearlier. Third, the number of itemscontrolled by theUS
for national security reasonsand hence subject to the 1984 MOU hasbeen reduced
evenfurther, thereby increasing the number of items, exportsof whichto India—
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and not only to listed entities—woul d now require case by caseassurances. Fourth,
exportsof itemsonthe USML, theban on which had been removed by the sanctions
waiver, have been made more complex and time consuming. Earlier, the US
exporter could act without any delay upon such licenses, oncethesewereissued
by the US government. Now the new regulations requirethat such licensesbe
referred to the US Congressfor approval with alock-in waiting period of 30
days. If disapproved by the Congressthelicenseswill bedenied. Thiswasnot the
caseearlier.

For dl thesereasons, the process of obtaining export licensesby Indian entities
foritemsonthe USML and USCCL hasbecomefar moredifficult and complex
today than wasthe case pre-May 1998.

In contrast, Pakistan’spositiontoday isvastly superior towhat it enjoyed pre-
May 1998. Prior toitsnuclear testsin May 1998, there weretwo country-specific
sanctionsrelevant to Pakistan. Thefirst wasthe Symington Amendment which
blocked use of Foreign Assistance Act or Arms Export Control Act fundsfor
economic assi stance, military assistance or international military educationand
training, assistancefor peacekeeping operations, military creditsor guarantees, to
any country, which receivesfrom any other country, nuclear enrichment equipment
without safeguards. The second wasthe Pressler Amendment sanctions, which
prohibited military assistance and transfers of military equipment or technology
unlessthe US President certifiesthat Pakistan doesnot possessanuclear explosive
device. Inaddition, quite unlike Indianone of whose actionsmerited any further
sanctions, Pakistan went on to collect three more such sanctions. Thefirst wasthe
sanctionsunder Section 508 of Foreign OperationsA ppropriationsAct barring
assistance under that Act to any country whose duly el ected head of government
was deposed by military coup. The second wasthe sanctions under Section 620
() of the Foreign Assistance Act and Section 512 of the Foreign Operations
AppropriationsAct (BrookeAmendment) barring certain ass stancefor countries
indefault on US Government loans. Thethird wasMissile Sanctionsunder Arms
Export Control Act barring USMunitionsList and dual-use export licensesand
UScontractsfor two yearsfor entitiesinvolvedintransfer of Missile Technology
Control Regime (M TCR) classmissilesand technol ogy. Two such sanctionswere
imposed on specific Pakistani entitiesin November 2000 and September 2001.
Theonein November 2000 waswith respect to the Pakistan Ministry of Defence
and itsconstituent units, namely the Pakistani armed forces. In addition to these
were, of course, the nuclear test related May 1998 sanctions. However, now in
the post-the sanctionswaiver regimes, all these have been removed. Asaresult

Indo-USRelations: Perception and Reality 217



the current position of Pakistan vis-a-visits position pre-May 1998 isfar better
than Indiawhich isworse off today thanit waspre-May 98.

Conclusion

Thispaper hasattempted to contextuaiseand illuminate some of theillusions
surrounding the recent progress in Indo-US relations, especially in the high
technol ogy sector. Without in anyway reingtating the so-caled hyphenlinking India
and Pakistan, it has compared some of therelative benefitsthat | lamabad has
received from Washingtoninthelast four years. Thiscomparison, combined with
an analysisof actual US high technology assistanceto India, suggeststhat the
bonhomie surrounding Indo-UStiesisnot completely justified.

Appendix -A

US-Pakistan Military Defence Financeand Supply Relations

Thefollowing points are notes from amuch broader and deeper study of
Pakistan’sdefencereated activitiesincluding defence expenditure, R& D, industry
andimports.

Analys ssuggeststhat the entire munitions purchases made by Pakistan out of
itsbudgetary dlocationfor defenceduring the past threeyearsfrom January 1, 2002to
December 31, 2004 hasbeen financed entirely out of cash and other grantsmade
availableto Pakistan by the US.

1) Thetotd officia defenceexpenditure of Pakistan during thisthreeyear
periodwasRs. 526.95hillion. (Thedataisfrom theweb steof the Pakistan
Ministry of Finance, Fiscal Operationssection; http:/Amaww.finance.gov.pk/
It should a so be mentioned that Pakistan’s defence budget isannounced
inJuneevery year, hencethefinancia year runsfrom July-June.)

2) AccordingtothellSSpublication®Military Baance” thearmed forcesof
Indiaand Pakistan arereported to be asfollows:

Army India: 1,100,000 Pakistan: 550,000
Navy Indiaz 53,000 Pakistan: 22,000
Air Force Indiac 150,000 Pakistan: 40,000

3) During FY 2004-05, the pay and dlowancesof armed forcesi.e. uniformed
personnel inIndiawasArmy: Rs. 12607.52 crore, Navy: 816.53 crore
andAir Force: 2001.00 crorefor atota of Rs. 15425.05 crorei.e. Indian
rupees(IR) 154.25 hillion.
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4) Assuming that the Pakistan armed forcespay structureissimilar tothat of
Indiaand that therelativeforce structurein termsof ranksissimilar, the
pay and alowances of Pakistan armed forces should bethe equivalent of
IR.7176.3croreor IR71.76 billion.

5) Assuming anaverage exchangerateof IR 45/$ and Pakistani rupee (PR)
of Rs. 60/$, the pay and allowances of Pakistani armed forces should be
about Rs. 95.68 hillion.

6) ThePakistani official defencebudget for FY 2004-05isRs. 193.926
billion. Pay and alowances of only the uniformed armed forceswould be
therefore about 49.3 per cent of the officia defence budget.

7) TheBE for revenue expenditure onitemsother than pay and allowances
for thelndiaforcesduring 2004-05wasRs. 21772.72 croreor IR217.72
billion.

8) AccordingtoMilitary Baance, Pakistan’sholding of maor munitionsitems
rangefromathirdto ahalf of thelndian armed forces.

9) Thereforeeven under an assumption that revenue expenditureon items
other than pay and allowances of the Pakistan armed forcesisonly athird
of that of the Indiaarmed forces, such expenditurein case of Pakistan
would beabout IR. 72.6 billionor PR. 96.76 billion, whichis49.95 percent
of 2004-05 budget.

10) We have not taken into account the pay and alowancesof civiliansand
others.

11) Thevaueof cash grants made by USto Pakistan aslogistics support
paymentsduring thisthreeyear period wasPR. 137.65 billioni.e. about
26.1 per cent of the defence expenditure during thisperiod.

12) Pakistani officia defence expenditure doesnot include purchasesmade
out of grantsby others.

13) Thelogisticssupport paymentsare grants, but areincluded in Pakistan
Budget asrevenuesof the Ministry of Defence.

14) From aboveit would seem that Paki stani revenue expenditurewould be
theequivaent of IR. 144.36 billion During FY 2004-05 or equivaent PR.
192.48hillion!

15) Evenif oneassumesno exchangerate equivaency, i.e. therevenue
expenditureisonly PR 144.36 billion, that would cometo about 74.4
percent of defence expenditure! | Fweassumeexchangerate equivaency,
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revenue expenditurewould beabout 100 per cent of defence expenditure!

16) L ogistics support payments congtituted 26.1 per cent of defence
expenditureduring Jan.1, 2002-Dec.31, 2004.

17) Itwould, therefore, seem that not only isPakistan’ sentire defence capita
expenditurefinanced by US, itisevenlikely that part of therevenue
expendituretoo may have been financed out of US grants!

18) USmilitary financing of Pakistan’ smilitary acquisitionsinthepast three
years- which are not included in the defence budget- was PR. 22.03
billionasFMF (Foreign Military Financing) (US$ 374.06 million) and
PR. 13.6 billion under USemergency financing provisions. ThisPR 35.63
billionisinadditiontotheRs. 137.65 hillion grantsas L ogi stics support
payments. Thisamounti.e. PR 35.63 billionisnot reflected in the Pakistani
defencebudget.

19) Pakistan’ sdefence expenditure, taking into account the above mentioned
amount, would, thereforebe PR. 562.6 billion of which the US contribution
iIsPR 173.28hillioni.e. about 30.8 percent of thetotal.

20) Thisanaysistakesinto account only the currently known sourcesof US
grants made by the USto Pakistan for military purposes. Itis, thus, a
minimumevel of support. Theactud level of support may beeven higher.
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