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Executive Summary

India and Pakistan stand at a nuclear crossroads, poised between
demonstrated nuclear weapons status and the deployment of deliv-
erable nuclear arsenals. The presence of nuclear weapons in the
volatile and strategically located region of South Asia poses a seri-
ous threat to vital U.S. regional and global interests. The Bush ad-
ministration can prevent India’s and Pakistan’s nuclear competition
from assuming the shape of an all-out nuclear arms race through a
coherent and consistent nonproliferation policy and suitable influ-
ence strategies.

The interim goal for the Bush administration should be to cap India’s
and Pakistan’s nuclear weapons programs below the deployment
threshold. However, the U.S. should also seek to persuade and pres-
sure India and Pakistan to roll back and eventually eliminate their
nuclear weapons programs.

An arms control strategy that aims at mere risk reduction and nuclear
restraint is neither feasible nor desirable. As long as India and Paki-
stan possess nuclear weapons, the threshold for unauthorized, acci-
dental, or intentional use will remain dangerously low. The risk of
nuclear use will increase even further if India and Pakistan opt for
operational nuclear arsenals.

Diplomatic engagement and other incentives can play a major role in
convincing India and Pakistan to curb their nuclear weapons pro-
grams. However, inducements on their own will fail to influence South
Asian nuclear decision makers unless they are accompanied by sanc-
tions.

The U.S. should therefore adopt a carrots-and-sticks approach to-
ward South Asian nuclear proliferation in which the promise and
provision of targeted and conditional incentives are accompanied by
the threat and the use of targeted and flexible sanctions.



« Since a unilateral carrots-and-sticks strategy is less effective than a
multilateral approach, the U.S. should build an international coalition
in support of its nonproliferation goals in South Asia, enlisting the
support of important external actors and organizations, including the
international financial institutions.

* The U.S. must retain the ultimate goal of eliminating nuclear weap-
ons in South Asia. Toward this end, the U.S. should take tangible
steps to meet its obligations under Article VI of the Nuclear Nonpro-
liferation Treaty (NPT) to advance the goal of global disarmament.



Index

I. South Asia at a Nuclear Crossroads
1.1: Challenges and Opportunities
1.2: South Asian Nuclear Proliferation and U.S. National
Security
1.3: U.S. Nonproliferation Policy: Guidelines for the New
Administration

[l. Sanctions and Incentives
2.1: Successful Influence Strategies
2.2: Understanding Sanctions
2.3: Using Incentives
2.4: Carrots and Sticks

. Learning from the Past
3.1: The Perils of Inconsistency
3.2: Imperfect Incentives
3.3: Sanctioning Nuclear Proliferation
3.4: From Pressure to Persuasion and Back Again
3.5: Employing Carrots and Sticks

IV. Nuclear Tests and the U.S. Response
4.1: International Sanctions and Conditional Incentives
4.2: Nonproliferation Progress
4.3: Reversing Course

V. U.S. Policy Options
5.1: Engaging with South Asia
5.2: Potential Policy Options
(i) Arms Control and Nuclear Risk Reduction in South
Asia
(i) Nonweaponization and Nondeployment
(iii) A Nuclear-Free South Asia

\Y



VI. Pursuing a New Nonproliferation Policy
6.1: Identifying An Appropriate Influence Strategy
6.2: Carrots and Sticks for India
6.3: Carrots and Sticks for Pakistan
6.4: Debt for Disarmament
6.5: U.S. Policy and South Asia’'s Nuclear Future

VII. Policy Recommendations

Vi



South Asia at a Nuclear Crossroads

1.1: Challenges and Opportunities

U.S. nonproliferation policy faces major challenges in South Asia.
Both India and Pakistan have flight-tested missiles and combat aircraft
with unarmed nuclear assemblies. In August 1999 an officially consti-
tuted advisory panel to the Indian National Security Council released a
draft nuclear doctrine envisaging a nuclear triad in which nuclear weap-
ons would be delivered by aircraft, submarines, and mobile land-based
ballistic missiles.Should India opt for nuclear weapons deployment,
the likelihood of a retaliatory Pakistani deployment would be great, given
Pakistan’s India-centric and reactive nuclear policy. Operational nuclear
weapons and their delivery systems would thus be deployed on both
sides, greatly increasing the prospects of a catastrophic nuclear ex-
change. A nuclear arms race between India and Pakistan would bear
serious consequences for South Asian security, Middle East stability,
and global peace.

However, nuclear weapons deployment is not inevitable in South Asia.
Following their nuclear weapons tests in May 1998 and the abandon-
ment of nuclear ambiguity, India and Pakistan have refrained from tak-
ing tangible steps to integrate nuclear weapons and their delivery sys-
tems into their military arsenals or their military doctrines. Neither India
nor Pakistan have institutionalized nuclear command, control, commu-
nications, and intelligence infrastructures. The Bharatiya Janata Party
(BJP) government in New Delhi has yet to accept the August 1999
draft nuclear doctrine recommending a fully weaponized nuclear triad;
nor has it taken steps to bring the armed forces into India’s nuclear
planning?Both sides have demonstrated an interest in further develop-
ing their nuclear capabilities and have flight-tested ballistic missiles.
Technological and financial constraints have so far prevented India and
Pakistan from deploying operation-ready nuclear weapons and their
delivery systems.

Technological and financial constraints aside, Indian and Pakistani
nuclear decision making will also be influenced by their assessment of
the international, in particular the U.S., response to overt weaponization
and the deployment of nuclear weapons in South Asia. This presents an
opportunity to the Bush administration to influence the ongoing debate
in India and Pakistan on the cost and benefits of nuclear weapons de-
ployment and to encourage both states to exercise nuclear restraint. To
exploit this window of opportunity, the new U.S. administration should
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reassess U.S. priorities toward South Asia and rethink the current di-
rections of U.S. nonproliferation policy in the region.

1.2: South Asian Nuclear Proliferation and U.S. National
Security

For the past three decades, India and Pakistan have been engaged in
a nuclear rivalry that is both a symptom and a cause of their bilateral
discord. India and Pakistan have a long history of conflict, including
three wars and a long-standing territorial dispute over Kashmir. Each
step up the nuclear ladder by India and Pakistan introduces a new ten-
sion in their troubled relationship. India’s decision to acquire nuclear
weapons and demonstrate its nuclear weapons capability in 1974 re-
sulted in the Pakistani adoption of a nuclear weapons program. As the
nuclear weapons capabilities of the two states grew, so did their mutual
suspicion and animosity. In May 1998 India and Pakistan conducted
nuclear tests, abandoning nuclear ambiguity for overt nuclear weapons
capability. In 1999 the two countries came perilously close to major war
in the disputed territory of Kashmir, a conflict that had the potential of
escalating into a nuclear exchange. While timely U.S. intervention pre-
vented a fourth war between India and Pakistan, mistrust and hostility
continue to mar their relatiofis.

Tensions have reached new heights since the military takeover in
Pakistan in October 1999. There is no official bilateral dialogue be-
tween the two belligerent states. Military exchanges and guerilla at-
tacks on and across the Line of Control in Kashmir, interspersed with
sporadic and short-lived cease-fires, heighten bilateral mistrust and hos-
tility. “ The potential for a conventional war remains Highould such a
war occur, the possible use of nuclear weapons, whether intentional,
inadvertent, or unauthorized, cannot be ruled out. These risks would
increase considerably if the two sides deploy operational nuclear weap-
ons and their delivery systems.

Beyond the immediate threats posed by such an arms race to the
one-fifth of humanity which resides in South Asia, nuclear weapons
deployment in India and Pakistan would also have a far-reaching im-
pact on the nuclear dynamics in the region and beyond, threatening vital
U.S. national security interests. The deployment of nuclear weapons
and their delivery systems in Pakistan would strengthen the position of
nuclear advocates in neighboring Iran. The deployment of nuclear weap-
ons and nuclear-capable ballistic missiles by India would influence
China’s nuclear doctrine. An India-Pakistan nuclear arms race could
therefore result in parallel Pakistan-lran and Sino-Indian nuclear arms

2



races, destabilizing the entire regfdh South Asian nuclear arms race
would also erode the global nonproliferation regime, embodied in the
Nuclear Nonproliferation Treaty (NPT), undermining the confidence of
signatory states in the treaty’s ability to buttress their security. For all
these reasons, the U.S. has a strong interest in preventing the incipient
nuclear arms competition in South Asia from becoming an all-out arms
race and in persuading both sides to roll back and eventually eliminate
their nuclear weapons programs.

1.3: U.S. Nonproliferation Policy: Guidelines for the New
Administration

Since India and Pakistan are unlikely to end their nuclear rivalry ei-
ther unilaterally or through a bilateral dialogue, U.S. intervention may
be necessary to prevent the deployment of nuclear weapons and their
delivery systems in South Asia. The United States has urged both states
to restrain their nuclear and ballistic missile programs and to refrain
from embarking on a full-fledged nuclear arms race, but it has not de-
veloped an effective program for achieving these objectives. Past U.S.
policy initiatives in the region have failed to contain nuclear prolifera-
tion. At this critical juncture, as the Bush administration formulates non-
proliferation policy toward South Asia, it is vital to identify and remedy
the shortcomings of past U.S. nonproliferation efforts, and to craft new
policy directions that might be more successful in the future.

A number of influential analysts and think tanks in the West and in
South Asia argue that the best policy for the United States is to learn to
live with the reality of nuclear weapons in South Asia, and to grant
India and Pakistan the nuclear status they desire. Instead of attempting
to roll back nuclear proliferation, critics contend, the United States should
help India and Pakistan stabilize their nuclear deterrent at a safe level.
Some analysts even advocate that the U.S. transfer nuclear weapons
safeguard technologies to India and Pakistan to reduce the risk of nuclear
war. Critiquing past U.S. nonproliferation policies as overly ambitious
and excessively reliant on sanctions policies and denial strategies, these
analysts also argue that Washington’s one-point agenda of nuclear pro-
liferation harms political relations with India and Pakistan, undermining
other equally vital political, strategic, and economic goals. To achieve
these multipronged goals, they argue, policies of engagement should
replace sanctions as the primary means of influence in the region.

Itis indeed important to examine the previous shortcomings of U.S.
nonproliferation policy in South Asia and to identify alternative policy
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options, but this must not mean abandoning nonproliferation goals in
favor of arms control. The United States must engage with India and
Pakistan to promote its national interests. However, the U.S. will un-
dermine its national interests if it abandons nonproliferation goals and
tacitly accepts India’s and Pakistan’s nuclear weapons status. Uncon-
ditional engagement and an acceptance of India’s and Pakistan’s nuclear
status would encourage both states to deploy operational nuclear arse-
nals and their delivery systems. The U.S. should not only dissuade India
and Pakistan from going further down the nuclear road but should re-
tain its stated commitment to a nuclear weapon-free future in South
Asia and throughout the world. Inducement strategies, including diplo-
matic engagement, can be highly effective in shaping the policy prefer-
ences of recipient countries, but it would be a mistake in our view to
abandon all sanctions policies in favor of unconditional engagement.
This would be seen as a reward for nuclear proliferation and could
have detrimental consequences for U.S. nonproliferation policy not only
in South Asia but globally. Incentives strategies can play a role in achieving
nonproliferation objectives, but they work best when they are combined
with sanctions as part of a carrots-and-sticks bargaining process.

In this report we explore how the U.S. can reshape its South Asian
nuclear nonproliferation policies to more effectively contain and re-
verse Indian and Pakistani nuclear ambitions. We examine the actors
that have impeded or promoted U.S. nonproliferation goals in the past,
and identify the most appropriate policy options, sanctions as well as
incentives, that could contain, reverse, and eliminate South Asian nuclear
proliferation in the future.

Sanctions and Incentives
2.1: Successful Influence Strategies

Sanctions and incentives have been used successfully by the United
States and other concerned actors to persuade a number of states to
drastically change their nuclear policies and to join the nonproliferation
regime. In the 1970s the United States and Canada persuaded South
Korean decision makers to abandon a reprocessing plant deal with
France. Threats were made to withdraw military support and to impose
economic sanctions on financial assistance to South Korea’s civilian
nuclear energy program. Compliance was rewarded with economic
and security incentives.



Two decades later, the United States, South Korea, and Japan suc-
cessfully used carrots and sticks to persuade North Korea to cap its
nuclear weapons capabilities. North Korea was threatened by punitive
measures such as UN sanctions and the use of force. The North Ko-
rean regime was also promised incentives, including the provision of
heavy fuel ail, light water reactors, and an opening of diplomatic rela-
tions. Incentives-based bargaining led to the 1994 Agreed Framework
and a verified freeze on North Korea’s nuclear progtam.

After the dissolution of the Soviet Union, the United States and other
influential foreign actors used economic, security, and diplomatic incen-
tives to pressure Belarus, Ukraine, and Kazakhstan to give up the nuclear
weapons on their soil and to join the NPT as nonnuclear weapons states,
threatening to withhold these incentives in the case of noncompliemce.
all these cases, carrots-and-sticks strategies successfully persuaded
target states that the costs of nuclear proliferation exceeded its ben-
efits.

2.2: Understanding Sanctions

Encompassing economic, military, and diplomatic penalties, sanctions
can serve a variety of goals: to punish a target state, express disap-
proval of the target state’s behavior, change that behavior by imposing
costs, deter other states from following suit, or a combination of the
abovel’Sanctions can be deemed successful if the intended policy ob-
jective or objectives are achieved. While sanctions seldom result in a
drastic transformation of the target state’s behavior, coercive measures
can change the cost-benefit analysis of targeted policymakers, result-
ing in a reconsideration of policy options.

As instruments of persuasion, sanctions can play a significant func-
tion by “bringing the targeted regime to the bargaining tabdre-
over, sanctions can have a spillover effect. They might, for instance,
only minimally affect the target state’s economy but could result in the
questioning of a policy choice by adversely affecting domestic actors.
Sanctions might result in a decline in internal and external investor con-
fidence thereby prompting a reevaluation of policy optiéghen pu-
nitive measures signal strong international disapproval or condemnation
for a particular policy, they strengthen constituencies for reform and at
the same time weaken the internal bargaining position of opponents of
reform within the target state. By signaling disapproval of the target
state’s policies and by imposing diplomatic or economic costs, sanctions
can also deter other states from adopting the same behavior.
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To use sanctions effectively, consistent policies and clearly identified
goals are essential. Sanctions are, as Kimberly Elliot emphasizes, “a
tool of policy and cannot succeed alone when the policy they serve is
incoherent and inept?If the objectives of the enforcing state are con-
tradictory, the necessary political will to sustain punitive measures
will be absent. This undermines the internal cohesion of an enforcing
state or coalition and may give the target state an opportunity to exploit
internal disagreements to restrict the scope and duration of sanctions.
When sanctions are only nominally imposed or are lifted before the
achievement of the desired goal, they send the wrong signal to the
target state, reinforcing its unacceptable behavior.

Multilateral sanctions regimes are more effective than unilateral
measures since they undermine the target state’s ability to exploit alter-
native sources of supply, thereby increasing the costs of the undesirable
behavioit*Although sanctions must impose sufficiently high diplomatic
and economic costs to force the target state to the bargaining table,
comprehensive and sweeping sanctions can prove counterproductive
since they do not target key elites or regimes and may have an adverse
humanitarian impact. Their legitimacy is thus eroded, while governing
elites are given an opportunity to rally domestic support around the
unacceptable policy.Smart or targeted sanctions apply pressure on
policymakers responsible for the offending behavior while minimizing
harm to the innocerttSanctions are most effective when there are
clear preconditions for their withdrawal, and when punitive measures
are accompanied by the offer of incentives.

2.3: Using Incentives

Like sanctions, incentives can also have multiple objectives: to dem-
onstrate the sender’s commitment to a desired norm or policy prefer-
ence, to persuade the recipient to change its behavior through the promise
and provision of rewards, to signal approval of the change in the target
state’s behavior, and to encourage other states to adopt norm-based
behavior. As in the case of sanctions, incentives are a policy tool and
will not succeed if the policy itself is incoherent and has contradictory
goals.

Incentives need to be carefully calibrated to ensure that the prom-
ised rewards will change the recipient’s calculations of the costs and
benefits of a policy choicé At the same time, care must be taken to
ensure that incentives empower supporters rather than opponents of
reform. Above all, incentives strategies will prove counterproductive if
rewards are provided unconditionally, without tangible evidence of
change in the target state’s behavior.
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Perverse incentives are those inducement policies that are perceived
by recipients as indications of the sender’s weakness. These are un-
earned rewards that strengthen the position of those responsible for
objectionable behavior. Such policies undermine external support for
the desired policy or norm, weaken the internal bargaining position of
supporters of reform, and encourage other actors to adopt the same
behavior. Thus the provision of incentives should be conditional on tan-
gible evidence of the desired change in the recipient regime’s behavior
and should be accompanied by the threat and the use of sanctions if
there are no reciprocal concessiéhs.

2.4: Carrots and Sticks

A carrots-and-sticks strategy that mixes incentives and sanctions
can prove most effective in bringing targeted regimes to the bargaining
table and encouraging decision makers to reconsider their policy op-
tions. Sanctions are used to pressure the policymaking elite within the
target state and incentives are promised to change their assessment of
costs and benefit8The effectiveness of such a strategy will depend
on sanctions and incentives that are carefully targeted, vigorously moni-
tored and enforced, and sustaid®dl.carrots-and-sticks strategy re-
quires cohesion within the enforcing state or coalition of states and
must, above all, serve a coherent policy and consistent goals.

According to Spector and Foran, the success of a carrots-and-sticks
strategy for nuclear nonproliferation depends on the motives of the
proliferator and the level of commitment of the sender. The greater a
target state’s perceived need for nuclear weapons, the stronger its
motivation to proliferat& However, motives are not constant and can
be subject to change, depending on the cost-benefit calculus of the
proliferator. Thus, an incentives offer could be sufficiently lucrative and
the cost of sanctions high enough to change the target’s calculations of
the costs and benefits of retaining nuclear weapons. The motives of the
sender are equally important. If the motives that shape a sender state’s
policies toward the target regime are inconsistent with its nonprolifera-
tion objectives and goals, then a carrots-and-sticks strategy is bound to
fail.

Learning from the Past
3.1: The Perils of Inconsistency

In the past, the United States has failed to bargain effectively with
India and Pakistan because of a historical disjunction between U.S.

7



operational and declared policy. U.S. declared goals in South Asia have
emphasized nonproliferation, but these objectives have often taken a
back seat to other perceived political, commercial, and strategic inter-
ests. As a result, the U.S. has pursued a policy of engagement with
South Asia that has seldom been conditioned on nonproliferation progress.
The U.S. has also regularly changed the goalposts of its nonprolifera-
tion policy, shifting from an emphasis on keeping South Asia nuclear

weapon-free, to a demand for rolling back nuclear development, to the
current emphasis on capping Indian and Pakistani nuclear capabilities.

At various junctures, the United States has relied on incentives, sanc-
tions, or a combination of both to persuade or pressure India and Paki-
stan first to give up, then to reverse, and subsequently to freeze their
nuclear weapons programs. However, U.S. nonproliferation rhetoric
has seldom matched its operational policy. As a result, contradictory
signals have been sent to Indian and Pakistani decision makers, under-
mining U.S. credibility and influence on Indian and Pakistani nuclear
policy. These contradictions in U.S. operational and declaratory policy
have been used by Indian and Pakistani nuclear advocates to strengthen
their internal bargaining position and standing.

Because U.S. objectives in South Asia have been inconsistent, the
tools used to carry out U.S. nonproliferation policy, incentives or sanc-
tions, have had only limited impact on Indian and Pakistani nuclear de-
cision makers. Punitive measures were inconsistently applied and proved
ineffective. Sanctions did not target key decision-making elites, and
they were not accompanied by incentives for supporters of reform.
While much of the discussion of U.S. policy has focused on sanctions,
Washington has relied primarily on incentives to influence India’s and
Pakistan’s nuclear behavior. These incentives strategies have also been
ineffective, however. They served contradictory goals, were extended
unconditionally, were delivered to opponents of reform, and were sel-
dom accompanied by targeted, substantial, and sustained sanctions. Fol-
lowing the Indian and Pakistani nuclear tests in May 1998, the United
States applied new coercive pressures to bring India and Pakistan to
the bargaining table, but sticks were quickly replaced by carrots as the
United States reverted to an incentives-based approach.

3.2: Imperfect Incentives

During the decade of the 1950s, U.S. nuclear policy was guided by
cold war imperatives. The U.S. therefore assisted the nuclear weapons
programs of chosen cold war partners and ignored the nuclear ambi-
tions of other potential cold war allies. In the South Asian context, the
U.S. provided training, technology, and materials for India’s nuclear
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energy program under the Atoms for Peace program. Aimed at pro-
moting the peaceful uses of nuclear energy, the program placed few
effective curbs on the diversion of technology and hardware to nuclear
weapons programs by states such as [itfig.the 1960s, more con-
cerned about the spread of the bomb, Washington employed incentives
to persuade states to abjure nuclear weapons, making such induce-
ments conditional on acceptable nonproliferation behavior. The corner-
stone of the nonproliferation regime, the 1968 Nuclear Nonproliferation
Treaty, promised access to nuclear technology in return for nonprolif-
eration pledges. However, this emphasis on conditional incentives was
not linked to stringent sanctions. The only sanction imposed on
nonsignatory states was a denial of nuclear technological and material
assistance.

India was among the states that refused to sign the NPT. Neither the
promised incentives nor the threatened sanctions contained in the treaty
influenced India’s decision makers, since their nuclear weapons pro-
gram was already underway. India’s political leadership and its scien-
tific-bureaucratic estate were determined to attain a nuclear weapons
capability??India’s humiliating defeat in its 1962 war with China and
the Chinese acquisition of nuclear weapons strengthened Indian per-
ceptions that nuclear weapons confer both military security and politi-
cal prestige.

The U.S. response to India’s nuclear ambitions was shaped by geo-
political considerations. Democratic India did not pose a threat to U.S.
national security. The United States was disinclined to exert nonprolif-
eration pressures since India confronted communist China. India’s
nuclear capability was seen by some as a potential counterweight to a
nuclear-capable ChirfdU.S. officials therefore chose to overlook
India’s fast-expanding nuclear infrastructure, and continued to provide
unsafeguarded technology and materials for India’s civilian nuclear en-
ergy program even after India’s refusal to join the NPT.

3.3: Sanctioning Nuclear Proliferation

Neighboring Pakistan also acquired a nhascent nuclear infrastructure
as the result of U.S. assistance under Atoms for Energy proérAms.
cold war ally of the U.S. and thus the recipient of U.S. preferential
arms and economic assistance, Pakistan’s politically dominant military
was initially disinterested in nuclear weapons. However, India’s fast-
expanding nuclear weapons infrastructure and continuing hostilities be-
tween the two countries motivated Pakistan to explore the nuclear
weapons optiod¢Nuclear weapons were perceived as a means of
matching India’s technological prowess, countering India’s conventional
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superiority, and offsetting its regional influence. The first signs of
Pakistan’s nuclear ambitions became evident when it refused to join the
NPT. In subsequent years, as Pakistan actively embarked on a nuclear
weapons program after its defeat in the India-Pakistan 1971 war, its
nuclear choices were influenced by U.S. policy toward India.

In response to India’s explosion of a nuclear device on 18 May 1974,
U.S. nonproliferation strategies shifted from incentives to denial re-
gimes and sanctions. The U.S. Congress enacted the Symington and
Glenn amendments and the 1978 Nuclear Nonproliferation Act (NNPA),
requiring full-scope safeguards for the transfer of nuclear hardware
and material, and threatening military and economic sanctions on any
state attempting to acquire or supply unsafeguarded nuclear technolo-
gies. Sanctions were also to be imposed on any nonnuclear weapons
state that conducted a nuclear explosion.

The U.S. did not, however, develop or implement tangible, targeted,
and sustained sanctions against India’s nuclear weapons program. On
the contrary, the U.S. agreed to reschedule India’s external debt, in-
creased its economic assistance to India, and for a few years continued
to supply nuclear fuel to India’s nuclear reactdisdia was exempted
from congressionally mandated sanctions, since these were only appli-
cable to states that conducted nuclear explosions after the enactment
of the legislation. The modest measures that were eventually employed—
halting the transfer of nuclear weapons materials and technology—
failed to change the cost-benefit analysis of India’s nuclear decision
makers since the costs imposed were insufficiently large. U.S.-backed
multilateral strategies to curtail the diffusion of unsafeguarded nuclear
technology did slow the pace of Indian weaponization. India’s nuclear
weapons program suffered as a result of the suspension of foreign
technology transfers and assistaffd&ut these sanctions did not re-
verse India’s nuclear development. India was capable of sustaining its
nuclear weapons program through indigenous means and it continued
its efforts to achieve nuclear weapons status.

Had the United States opted for either a formal or an ad hoc multilat-
eral regime of targeted sanctions against India, it could have more deci-
sively influenced the nuclear policies of both India and Pakistan. Al-
though its close ties with the Soviet Union would have helped India to
circumvent some of the pressure of a U.S.-led sanctions regime, such
sanctions would have sent a strong signal of international disapproval,
strengthening nuclear opponents in the internal Indian debate. In the
Pakistani context, where the military was still hopeful of reviving its
previously close strategic and economic relationship with the United
States, the economic and diplomatic costs of a U.S.-sponsored sanc-
tions regime against India could have dissuaded Pakistan from follow-
ing suit.
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India’s 1974 nuclear explosion and the U.S. failure to sanction India
motivated Pakistan to accelerate the pace of its nuclear activities. Pa-
kistan attempted to acquire a nuclear reprocessing plant from France.
Although the United States dissuaded France from going ahead with
the sale, Washington failed to reverse the course of Pakistani nuclear
proliferation. Exploiting the absence of an international consensus on
countering nuclear proliferation and the gaps in the nonproliferation leg-
islation of supplier states, Pakistan acquired nuclear technology and
know-how through alternative sources of supply or through clandestine
means?®

Continued Pakistani attempts to clandestinely acquire nuclear tech-
nology and materials resulted in the imposition of U.S. military and eco-
nomic sanctions in April 1979. U.S. punitive measures were unilateral
and restricted in scope, however. Since the United States did not opt for
a multilateral sanctions regime on grants and loans from international
financial institutions, the impact of sanctions on the Pakistani economy
was limited. This in turn reduced their influence on Pakistan’s cost-
benefits analysis of its nuclear weapons program. Moreover punitive
measures were not accompanied by substantive, conditional, and tar-
geted economic and diplomatic incentives that could have strengthened
internal constituencies for reform. U.S.-led multilateral military sanc-
tions could have had a significant impact on Pakistan’s military-domi-
nated nuclear decision-making process. However, the unilateral nature
of the sanctions merely led the Pakistani military to seek alternative
sources of supply. In December 1979, just a few months after they
were imposed, U.S. economic and military sanctions were waived, de-
spite evidence that Pakistan was actively pursuing a nuclear weapons
program.

3.4: From Pressure to Persuasion and Back Again

In the 1980s cold war strategic interests again overrode U.S. non-
proliferation objectives and concerns. The U.S. not only waived mili-
tary and economic sanctions against Pakistan but provided the military
regime of General Zia-ul-Haq with billions of dollars in military and
economic assistance as a reward for its anti-Soviet activities in Af-
ghanistan. To justify this policy shift, U.S. policymakers claimed that
the provision of conventional arms would reduce the Pakistani military’s
dependence on nuclear weapons. Military and economic incentives were
described as an appropriate alternative to an ineffective sanctions-based
nonproliferation strategy.
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To assuage nonproliferation concerns and to bypass the sanctions
imposed by the Symington amendment, Congress adopted the Pressler
amendment in 1985. The amendment made economic aid, military as-
sistance, and arms sales conditional on annual presidential certification
that Pakistan did “not possess a nuclear explosive device and that the
proposed United States assistance program will reduce significantly the
risk that the recipient country will possess a nuclear explosive de-
vice.”Subsequently, ignoring intelligence reports of Pakistani nuclear
activities, consecutive presidential certifications were provided to con-
tinue the flow of economic and military assistance to Pak#stan.

As in the case of Pakistan, the Indian nuclear weapons program also
benefited from the renewed cold war between the United States and
the Soviet Union. The United States was hesitant to pressure India on
the nuclear issue, hoping to woo India into abandoning its close ties with
Moscow. To improve relations with India, the U.S. continued to provide
inducements such as access to high technology and the resumption of
arms sales, despite evidence that India had moved further down the
nuclear road, obtaining weapons-grade material from unsafeguarded
facilities**These U.S. inducements were perverse in nature since they
undermined U.S. nonproliferation objectives and were not targeted to
internal supporters of reform.

The U.S. provision of unconditional military, economic, and techno-
logical assistance to countries with active nuclear weapons programs
highlighted the contradictions between its declared and operational non-
proliferation policies. These inconsistencies were perceived by Indian
and Pakistani nuclear decision makers as a sign of weakness. The in-
coherence in U.S. nonproliferation policy and the inadequacy of its in-
fluence strategies strengthened the standing of Indian and Pakistani
nuclear advocates within their respective policymaking processes. As
a result, both India and Pakistan advanced their nuclear programs.

In 1984, Prime Minister Rajiv Gandhi declared that India could exer-
cise its nuclear weapons option in “a few days or a few mo#fitBy.”
the mid-1980s, India also embarked on an Integrated Guided Missile
Development Program, developing short- and medium-range ballistic
missiles®*In Pakistan, the head of its nuclear enrichment facility, Dr.
Abdul Qadeer Khan, disclosed as early as 1984 that Pakistan could
enrich weapons-grade uranium. In 1987 Qadeer claimed that Pakistan
could assemble a nuclear deviteowever, the U.S. continued to cer-
tify Pakistan’s nonnuclear status until 1990, when Pakistan finally lost
its strategic significance for the United States following the Soviet with-
drawal from Afghanistan. The imposition of the Pressler amendment
sanctions failed to influence Pakistani nuclear decision making since
the economic costs of unilateral U.S. sanctions were considered bear-
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able by Pakistan’s nuclear establishment. In any case, the reimposition
of sanctions was short-lived, since the United States once again re-
versed course a few years later, opting for an incentives-based influ-
ence strategy despite the lack of any nonproliferation progress in either
Pakistan or India.

3.5: Employing Carrots and Sticks

The Clinton administration opted for a policy of diplomatic and eco-
nomic engagement with India and Pakistan in the hope that inducement
strategies would translate into a constructive dialogue on nuclear non-
proliferation. This policy of engagement was also meant to further other
perceived U.S. political, strategic, and economic interests in South Asia.
In the Pakistani case, the United States weighed its nonproliferation
concerns against other geostrategic interests. Pakistan borders on Iran
and China, and is close to the Gulf and neighbors the resource-rich
Central Asian Republics. The United States hoped to revive its cold
war pattern of friendship with Pakistan, and to use Islamabad as a
stabilizing influence in the region. In the Indian case, the end of the cold
war and the opening of India’s economy in 1991 gave the United States
an unprecedented opening to gain economic and diplomatic advantages.

The Clinton administration’s initial nonproliferation goals were “first
to cap, then over time reduce, and finally eliminate weapons of mass
destruction and their means of delivery in South Agi@tiese nonpro-
liferation objectives were soon overshadowed by other political, com-
mercial, and strategic interests, however. The Clinton administration
formally retained its ultimate objective of eliminating nuclear weapons
and their delivery systems in South Asia, but it shifted the nonprolifera-
tion goalposts first to the interim goal of a rollback of India’s and
Pakistan’s nuclear weapons programs, and subsequently to a cap on
their nuclear weapons capabilit€$he Clinton administration’s policy
directions were rightly perceived by Indian and Pakistani policymakers
as a watering down of the U.S. resolve to eliminate the presence of
nuclear weapons in South Asia.

The U.S. offered diplomatic and economic incentives to India and
Pakistan with the dual motives of reaping the political and economic
benefits of engagement and persuading both states to accept some curbs
on their nuclear and ballistic missile programs. Although incentives were
linked to the threat and use of sanctions, engagement policies continued
to take precedence. Some sanctions were retained to signal U.S. disap-
proval of India’s and Pakistan’s nuclear development, but these unilat-
eral measures were too limited in scope to change the cost-benefit
analysis of Pakistani and Indian decision makers. India was not sub-
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jected to military sanctions. The limited and unilateral military sanctions
imposed on Pakistan under the Pressler amendment were waived in
favor of a one-time sale of military equipment and spare parts, autho-
rized by the 1995 Brown amendment. In India, where by the late 1980s
sufficient plutonium had been stockpiled to produce between twenty to
forty nuclear weapon8these military sales to Pakistan created public
resentments which were exploited by its nuclear estate to press for a
more assertive nuclear posture.

The position of Indian nuclear advocates was also strengthened by
U.S. inaction regarding Pakistan’s nuclear linkages with China. These
included the Chinese transfer of nuclear enrichment technology, weap-
ons-grade material, weapons design information, nuclear-capable bal-
listic missiles, and missile technology to Pakistan. Although the U.S.
pressured the Chinese to discontinue this nuclear and missile assistance
to Pakistan, U.S. trade relations with China took precedence over non-
proliferation goals. The U.S. failure to effectively sanction Pakistan
and China for their nuclear relationship fed into Indian policymaking.

Accepting the nuclear scientific-bureaucratic estate’s demands for a
demonstration of India’s nuclear prowess and for the need to test new
weapons designs, the government of Narasimha Rao prepared to hold
a series of tests in Pokhran in 1995. The United States responded by
reminding India that a test would trigger mandatory and comprehensive
economic sanctiorfdThese threats, at a time when the Indian economy
was in the process of opening up, prompted a postponement of the
Indian nuclear tests, but only for a short period of titlkeom 1995 to
1997, the U.S. continued to engage in a strategic dialogue with India,
hoping to persuade Indian officials to accept a nuclear cap in return for
diplomatic incentives. In May 1998, the inadequacy of U.S. nonprolif-
eration policies toward South Asia became evident when India con-
ducted a series of nuclear tests, resulting in a tit-for-tat Pakistani re-
sponse.

It is important to note that India and Pakistan decided to test knowing
full well that U.S. law required the imposition of sanctions. The Indian
decision to test was taken when the nationalist BJP government came
to power with an election manifesto that declared its intention to “exer-
cise the option to induct nuclear weapoft3.he BJP’s nuclear pref-
erences converged with those of India’s powerful and ambitious nuclear
establishment. The Indian decision to test included an assessment of
the potential costs of U.S. diplomatic and economic sanctions. Given
the past inconsistency of U.S. sanctions in South Asia, however, Indian
decision makers could have safely assumed that any punitive measures
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would be unilateral and short-lived, and that the diplomatic and eco-
nomic costs would be bearable.

Following the Indian tests, the United States concentrated its atten-
tion on dissuading Pakistan from following suit, threatening punitive action
and offering military and economic incentives. For Pakistan’s politically
dominant military and its nuclear scientific community, however, nuclear
tests were considered necessary to counter India’s nuclear capabilities
and to match India’s technological prowess. The Pakistani decision to
test was also influenced by calculations of the potential costs of U.S.
sanctions. Given its past experience, Pakistan could assume that the
new U.S. sanctions, like previous coercive measures, would be limited
in scope and duration.

Nuclear Tests and the U.S. Response

4.1: International Sanctions and Conditional Incentives

As India and Pakistan abandoned nuclear ambiguity for overt nuclear
weapons status, the Clinton administration confronted profound chal-
lenges to its nonproliferation policies. In its initial response, the U.S.
imposed military and economic sanctions mandated by the 1994 Nuclear
Proliferation Prevention Act and strengthened existing sanctions in-
cluding those on dual-use technoldtjyhe U.S. also successfully ral-
lied international opinion against the nuclear tests. With the support of
influential international actors such as China and Russia, the G-8 and
the European Union, the U.S. created an ad hoc international sanctions
regime, imposing sanctions on hew nonhumanitarian credits and loans
to India and Pakistan from international financial institutions such as the
IMF and the World Bank.

These punitive measures were accompanied by offers of conditional
inducements. In its negotiations with India and Pakistan, the United
States offered to lift sanctions incrementally in response to Indian and
Pakistani progress toward nonproliferation. The international community’s
benchmarks for the removal of the multilateral sanctions on India and
Pakistan included: 1) restraints on their nuclear weapons and missile
programs, especially nondeployment of nuclear weapons and an end to
missile testing; 2) accession to the Comprehensive Test Ban Treaty
(CTBT); 3) participation in international negotiations for a Fissile Mate-
rial Cutoff Treaty (FMCT); and 4) stronger export controls on nuclear
materials and technology.
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4.2: Nonproliferation Progress

The U.S.-led sanctions regime against India and Pakistan was meant
to signal strong disapproval of their nuclear tests, and to impose suffi-
ciently high diplomatic and economic costs to force them to the bar-
gaining table® Although international censure and pressure initially cre-
ated a “rally-round-the-flag” effect in India, the erosion of India’s inter-
national prestige and moral standing prompted questioning of the BJP’s
nuclear directions within and outside Parliament. By signaling strong
international disapproval, the U.S. influence strategy achieved one of
its major objectives. It contributed to the emergence of a vigorous de-
bate in India on the merits and costs of nuclear proliferation.

The U.S.-led international sanctions regime also had tangible eco-
nomic effects. Sanctions were imposed on nonhumanitarian assistance
by Japan, India’s largest aid donor. India’s relations with the U.S., its
main source of direct financial investment and its largest trading part-
ner, were also adversely affected. As a result, direct foreign invest-
ment in India declined, and external and internal investor confidence
faltered, motivating influential sections of the Indian business commu-
nity to express support for nonproliferation restraints. After the imposi-
tion of U.S. sanctions, Moody’s Investors Service downgraded India’s
debt offerings, resulting in increased interest rates and higher borrow-
ing costs for all Indian businesséklnilateral U.S. sanctions on scien-
tific cooperation were also significant, since they specifically targeted
those sections of India’s influential scientific community that were re-
sponsible for its nuclear weapons program.

The economic impact of the multilateral sanctions regime on Paki-
stan was even more significant. Decades of economic mismanagement
and mounting debt obligations had made the Pakistani state heavily de-
pendent on multilateral lending and grants to meet its budgetary needs.
The U.S.-initiated multilateral sanctions regime therefore brought the
Pakistani economy to the brink of collapse, threatening an internal and
external default!

Hoping to ease U.S. pressure by appealing to anti-Chinese senti-
ments in Congress, India’s BJP-led government attempted to justify its
nuclear tests on the grounds of a perceived Chinese threat and Sino-
Pakistani nuclear collaboration. As early as 1996, however, hoping to
diffuse tensions with the U.S. over its nuclear relationship with Paki-
stan, China claimed to have discontinued its assistance to Pakistan’'s
nuclear weapons and ballistic missile programs. In 1998, in concert
with the U.S. and India’s ally, Russia, China strongly condemned both
the Indian and Pakistani nuclear tests and called upon both South Asian
actors to sign the CTBT and to join the NPT as nonnuclear weapons
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states®® China’s response was motivated by its apprehensions about a
potential nuclear arms race between its two adversarial South Asian
neighbors.

Initially it appeared that the U.S. carrots-and-sticks strategy had suc-
ceeded in achieving its major objectives. In India as well doubts were
raised about the costs of nuclearization. Subjected to international con-
demnation and deprived of Chinese support, Pakistan’s military-domi-
nated nuclear decision makers were forced to reconsider their nuclear
choices. The desire to ease international pressure and to avail of U.S.
incentives brought India and Pakistan to the bargaining table. U.S. ne-
gotiations resulted in some positive movement. India and Pakistan de-
clared unilateral moratoriums on further testing and appeared willing to
curb their nuclear weapons programs. In their addresses to the UN
General Assembly in September 1998 Prime Ministers Vajpayee of
India and Sharif of Pakistan declared their intention to consider signing
the Comprehensive Test Ban Treaty. Both states hedged their pledges
of nuclear restraint, however. Pakistan promised to draft national legis-
lation for stringent curbs on the transfer of nuclear technology and to
participate in FMCT negotiations, but it attached conditions to its entry
into the CTBT and to its support for a future fissile material cutoff.
India expressed support for a future FMCT but offered only a condi-
tional promise to sign the CTBT.

4.3: Reversing Course

If the U.S. had sustained its policy of sanctions pressure combined
with incentives promises, it might have successfully cajoled India and
Pakistan to translate their conditional pledges into tangible curbs on
their nuclear and ballistic missile prograffitnstead, the U.S. began
easing sanctions soon after they were imposed. In July 1998, after only
two months of sanctions, the U.S. Congress passed legislation exempt-
ing agricultural producers from sanctions. In November President Clinton
exercised general waiver authority, granted by the Brownback amend-
ment, and suspended all sanctions on India and Pakistan, with the ex-
ception of restrictions on military assistance and sales of dual-use and
military equipment’Responding to pressures from U.S. business and
agricultural interests and from the politically influential Indian Ameri-
can community, Congress passed the Brownback Il amendment in Oc-
tober 1999, which extended the previous legislation and gave the presi-
dent permanent authority to waive all economic and military sanctions
against India and Pakist&The granting of waiver authority was meant
to strengthen the administration’s ability to use carrots and sticks in its
negotiations with India and Pakistan. The authority to waive sanctions
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enabled the Clinton administration to offer incentives to India and Paki-
stan in return for nonproliferation concessions. The administration also
could have retained sanctions if there were no nonproliferation progress.
However, this carrots-and-sticks strategy was undermined when the
U.S. used the waiver authority and lifted almost all sanctions, without
any concrete concessions from the other side. For Indian and Pakistani
policymakers, this sudden shift in U.S. influence strategies signaled that
the U.S. had once again downgraded its nonproliferation objectives in
South Asia, and that it was more interested in pursuing other political,
strategic, and commercial interests in the region than in exerting pres-
sure for denuclearization.

U.S. Policy Options
5.1: Engaging with South Asia

A sustained policy of diplomatic engagement with India and Pakistan
has enabled U.S. policymakers to play a positive role in containing con-
flict between the two nuclear-capable adversaries. On three different
occasions, in the period from 1986 through 1987, in 1990, and more
recently in 1999, U.S. intervention successfully dissuaded India and
Pakistan from going to war. The U.S. role in the Kargil crisis is particu-
larly significant. From May to July 1999, large-scale conventional hos-
tilities along and across the Line of Control in the disputed territory of
Kashmir threatened to escalate into an all-out war that could have as-
sumed a nuclear dimension. The Kargil dispute was resolved when the
United States persuaded and pressured Pakistan to withdraw its armed
supporters from Indian-administered territory. The fact that U.S. inter-
vention played a major role in defusing the Kargil conflict is indicative
of the weight of U.S. influence in both India and Pakistan. The U.S.
could also use its regional influence to promote nuclear nonproliferation
in South Asia. There is a pressing need for the new U.S. administration
to constructively engage with India and Pakistan to achieve nonprolif-
eration objectives.

5.2: Potential Policy Options

In dealing with South Asian nuclear proliferation, the Bush adminis-
tration can choose from three policy options. First, the United States
could tacitly accept India’s and Pakistan’s nuclear weapons status in
return for the creation of a stable nuclear arms control regime that
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includes nuclear risk reduction measures. Second, a nuclear cap in South
Asia could be the long-term and ultimate goal of U.S. nonproliferation
policy. The United States would attempt to freeze India’s and Pakistan’s
nuclear weapons and ballistic missile capabilities at the level of
nonweaponization and nondeployment. Third, U.S. nonproliferation
policy could combine the near-term goal of freezing current capabilities
with the long-term objective of eliminating nuclear weapons altogether.
The U.S. could urge both states to freeze their nuclear weapons pro-
grams and the development of nuclear-capable delivery systems, while
urging them to roll back their nuclear weapons with the ultimate goal of
complete elimination.

() Arms Control and Nuclear Risk Reduction in South Asia

The first option, a tacit U.S. acceptance of the nuclear weapons
status of India and Pakistan in return for a stable South Asian nuclear
arms control regime, is not only unworkable, it is also undesirable. U.S.
endeavors to either cajole or pressure the two South Asian adversaries
to enter into a mutually acceptable arms control regime are not likely to
succeed. Apart from the problems of conventional and nuclear asym-
metry between India and Pakistan, a nuclear arms control regime re-
quires at the very least the absence of war and a modicum of mutual
trust and transparency, preconditions that are absent in the India-Paki-
stan context. India and Pakistan have gone to war on three separate
occasions and have faced several near-war scenarios. Tensions be-
tween India and Pakistan have escalated since 1999, threatening the
outbreak of yet another armed confrontation.

India’s insistence on China’s inclusion in the South Asian nuclear
equation poses another formidable obstacle to an India-Pakistan nuclear
arms control arrangement. Indian nuclear advocates are using a per-
ceived Chinese threat as a justification for an operational nuclear arse-
nal. Given the centrality of the China factor in India’s nuclear rhetoric,
Indian nuclear decision makers will insist on the inclusion of China in
any future negotiations on a South Asian nuclear arms control regime.
China, however, refuses to accept a linkage between its nuclear capa-
bilities and India’s declared nuclear motivations. Hence there is no pos-
sibility of Chinese participation in any arms control measures for South
Asia in the foreseeable future.

If the United States abandons nonproliferation for limited arms con-
trol objectives in South Asia, it will signify an implicit acceptance of
India’s and Pakistan’s nuclear weapons status. Should a U.S. adminis-
tration opt to tacitly accept a “third tier” of nuclear states in the global
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nuclear order, it will impair the global nonproliferation regime, violate its
NPT commitments, and undermine U.S. national security. If the U.S.
acquiesces to India’s and Pakistan’s nuclear ambitions, the international
nonproliferation order will unravel as other states follow the South Asian
nuclear exampl&Potential proliferators could include Pakistan’s re-
gional adversary, Iran, and Iran’s regional rival, Saudi Arabia. Horizon-
tal proliferation would threaten the stability of a volatile and conflict-
prone region. A weakening of the NPT, the cornerstone of the nonpro-
liferation regime, could result in global nuclear anarchy.

If the U.S. were to provide technological and material assistance for
nuclear risk reduction, as some analysts advise, this could seriously
weaken the international nonproliferation regime. Should the U.S. pro-
vide India and Pakistan with technological risk reduction tools such as
Permissive Action Links, it would violate Article | of the NPU.S.
provision of nuclear weapons technology to India and Pakistan would
also undermine U.S.-led multilateral denial regimes. The transfer of
U.S. nuclear weapons technology would give China and Russia the
justification to strengthen the nuclear weapons infrastructures of their
respective South Asian allies. Since a U.S. transfer of nuclear weap-
ons technology would also give other states the opportunity to sell such
technology to potential proliferators such as Iran, the resultant horizon-
tal proliferation would seriously undermine U.S. national security. Nor
would the transfer of U.S. nuclear weapons safeguards reduce the
dangers of a nuclear exchange in South Asia. On the contrary, the
strengthening of their nuclear weapons infrastructures might embolden
military hawks on both sides.

(i) Nonweaponization and Nondeployment

Prior to the Indian and Pakistani nuclear weapons tests of May 1998,
some policy analysts in the West and in South Asia urged the U.S. to
base its nonproliferation policy on nonweaponization and nondeployment.
It was argued that India and Pakistan would reject any U.S. demand to
roll back their nuclear weapons programs. Previous Indian and Paki-
stani policies of nuclear ambiguity were cited as evidence of a willing-
ness to exercise nuclear restraint. It was claimed that India and Paki-
stan would be more amenable to a nuclear cap than a weapons rollback
since this would allow them to exercise their sovereign right to meet
their security needs. Pursuing a nuclear cap would enable the United
States to meet multiple objectives in South Asia rather than focus on a
singular nonproliferation agenda. The U.S. would thus prevent India
and Pakistan from going further down the nuclear road without antago-
nizing two friendly regional states.
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During the 1990s the U.S. retained the goals of rollback and the
elimination of nuclear weapons in South Asia, but nuclear restraint be-
came the cornerstone of U.S. nonproliferation policy. Hence U.S. bar-
gaining with India and Pakistan focused on a nuclear cap in South Asia.
According to the main U.S. negotiator, Deputy Secretary of State Strobe
Talbott, “having India and Pakistan stabilize their nuclear competition at
the lowest possible level is both the starting point and the near-term
objective of U.S. diplomatic effort.” U.S. negotiations with both states
aimed “at heading off an escalation of nuclear and missile competition
in the region.?*To create a positive atmosphere for its nuclear bar-
gaining with India and Pakistan, the U.S. also relied primarily on diplo-
matic and economic inducements to cajole the two South Asian rivals
to practice nuclear restraint.

Although U.S. nonproliferation rhetoric linked the promise and provi-
sion of incentives to the threat and use of sanctions, inducements were
provided without concrete nonproliferation results. Moreover, U.S. uni-
lateral sanctions were too insubstantial and its sanctions episode too
short in duration to influence Indian and Pakistani nuclear decision mak-
ing. To reap the benefits of engagement, India and Pakistan continued
their nonproliferation dialogue with the U.S., but in practice they flaunted
nonproliferation norms. Both states continued to expand their nuclear
weapons infrastructures, to increase their stockpiles of fissile materials
and to acquire or develop weapons designs and ballistic missile-based
delivery systems. India’s and Pakistan’s rejection of U.S. demands for
a nuclear cap were conclusively proven by their nuclear tests of May
1998.

Following the May 1998 tests, the U.S. briefly employed carrots and
sticks to encourage India and Pakistan to adopt a number of steps to-
ward nuclear restraint, but U.S. policy increasingly focused on the mini-
mal goal of convincing the two states to sign the test ban treaty. Within
policymaking circles a broad debate took place on the most appropriate
direction for U.S. policy. Nonproliferation advocates urged the Clinton
administration to make the provision of incentives contingent on posi-
tive signs of progress toward a nuclear cap in South Asia. Supporters
of engagement advocated unconditional inducements to create a posi-
tive atmosphere for U.S. nuclear bargaining, and to promote a range of
other perceived U.S. regional interests. Accepting the latter approach,
the Clinton administration gradually abandoned its initial policy of car-
rots and sticks, and pursued a policy of unconditional engagement.

The October 1999 coup in Pakistan forced the Clinton administration
to reverse course again and impose a new set of mandatory sanctions
on that country, under laws that automatically cut off aid to countries
where the democratic process is disrupted. However, the waiver on
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sanctions against India was extended. During Clinton’s visit to South
Asia in March 2000, the U.S. offered substantial diplomatic and eco-
nomic benefits to India despite its refusal to sign the CTBT or make
any concrete nonproliferation concession. This policy of unconditional
engagement has strengthened the hand of Indian nuclear advocates
and weakened the U.S. ability to bargain effectively with India and
Pakistan on even the minimum goal of a nuclear cap.

Neither India nor Pakistan presently possess the fiscal means or the
technological resources for fully operational nuclear weapons systems.
Even at their current levels of spending, India’s and Pakistan’s nuclear
and ballistic missile programs are a strain on their economies. With a
foreign exchange reserve of only $1.3 billion and a foreign debt of over
$37 billion, Pakistan currently lacks the fiscal resources for full-scale
weaponization and deployment, including survivable and effective com-
mand, control, communications, and intelligence mechanfgkittough
India has many more resources than Pakistan, the present state of its
economy also places curbs on its nuclear ambitions. Foreign investor
confidence has yet to revive to pretest levels, while the growth rate of
India’s economy has declined. India can ill-afford the costs of nuclear
weaponization and deployment in the foreseeable future, which have
been conservatively estimated between $10 to $25 billion over the next
ten years. This would raise India’s defense expenditure by 20 to 40
percent a year over current levels.

Technological constraints will also prevent either India or Pakistan
from opting for operational nuclear weapons in the near future. De-
prived of Chinese assistance, Pakistan lacks access to outside technol-
ogy for an effective command, control, communications, and intelli-
gence system. This acts as a constraint on full-scale Pakistani
weaponization and deployment. Technological factors also place curbs
on India’s nuclear ambitions. Unlike Pakistan, which has acquired and
tested proven Chinese nuclear weapons designs and Chinese and North
Korean nuclear-capable missiles, India cannot have confidence in the
capabilities, efficiency, reliability, and deployment readiness of its indig-
enously designed nuclear warheads and ballistic missile delivery sys-
tems without further and sustained field tes@ifithese technological
and financial constraints provide an opportunity for the United States
and other external actors to prevent further steps toward nuclear weap-
ons development or the deployment of such weapons in South Asia.
External economic and diplomatic factors can significantly influence
the ability of India and Pakistan to develop reliable nuclear weapons
and ballistic missile programs. The U.S. and other countries should there-
fore use their influence to ensure that the two countries do not acquire
the means to weaponize and deploy weapons of mass destruction.
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(iii) A Nuclear-Free South Asia

While the interim goal for the new U.S. administration should be a
cap on nuclear development in India and Pakistan, this should be linked
to the traditional objective of persuading India and Pakistan to sign on to
the Nuclear Nonproliferation Treaty as nonnuclear weapons states,
thereby eliminating nuclear weapons in South Asia. To do otherwise
would be to undermine international nonproliferation norms, impair the
NPT, and encourage others to emulate India’s and Pakistan’s nuclear
behavior in a proliferation-prone region. While it is unlikely that India
and Pakistan will accede to the NPT in the near term, the United States
must retain this objective as the long-term goal of its nonproliferation
policy in South Asia. There are no shortcuts to achieving the objective
of a nuclear-free South Asia. Achieving this goal requires a sustained,
consistently applied policy of encouraging first a cap on present nuclear
capabilities and then the progressive denuclearization of the subconti-
nent.

To build support for this objective the United States will have to lead
by example in fulfilling its obligations to negotiate a global ban on nuclear
weapons. In Article VI of the NPT the United States and the other
nuclear weapons states have agreed to negotiate in good faith for glo-
bal nuclear disarmament. This provision is a crucial part of the NPT
bargain in which most of the nations of the world agree to forego the
nuclear option in exchange for a commitment to disarmament by the
existing nuclear weapons states. The United States and the other nuclear
weapons states have reiterated this pledge several times in recent years.
At the 1995 NPT review conference which agreed to the permanent
extension of the NPT, the nuclear weapons states released a docu-
ment, “Principles and Objectives for Nuclear Nonproliferation and Dis-
armament,” that pledged “the determined pursuit by the nuclear weap-
ons states of systematic and progressive efforts to reduce nuclear weap-
ons globally, with the ultimate goal of eliminating those weapé&tt”
the NPT review conference in May 2000, the parties to the treaty ap-
proved a concluding document pledging the “unequivocal undertaking
by the nuclear weapons states to accomplish the total elimination of
their nuclear weapon$?The call for nuclear weapons abolition has
been seconded by a number of prestigious private study groups in re-
cent years, including the Carnegie Commission for Preventing Deadly
Conflict, the 1997 Canberra Commission, and the 1999 Tokyo Forum.

India and Pakistan criticize the unwillingness of the United States
and other nuclear weapons states to fulfill their commitments to disar-
mament, arguing that the NPT system is discriminatory and ultimately
unworkable. A 1997 report of the U.S. National Academy of Sciences
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essentially agreed with this assessment and argued that the nuclear
weapons states “cannot be confident of maintaining indefinitely a re-
gime in which they proclaim nuclear weapons essential to their security
while denying all others the right to possess th&mltie discrimina-

tory nature of the NPT regime and the lack of a legally enforceable
universal obligation for eliminating nuclear arsenals weaken U.S. non-
proliferation policy and indirectly contribute to the spread of nuclear
weapons in South Asia.

Indian and Pakistani leaders have repeatedly said that they will only
consider abandoning the nuclear option in the context of global disar-
mament. If the United States and other nuclear weapons states were to
agree to a verifiable process of eliminating nuclear weapons, Indian
and Pakistani leaders have pledged their commitment to participating in
the disarmament process. This position was reiterated in speeches by
the Indian and Pakistani heads of state at the UN Millennium Assembly
in September 2000. Such declarations may be primarily intended for
public relations purposes, but one of the ways of testing the sincerity of
Indian and Pakistani leaders is to call their bluff, agree to the commit-
ment to global disarmament, and invite them to participate in the time-
table of worldwide disarmament.

The linkage between global and regional disarmament is broadly sup-
ported in Indian and Pakistani public opinion. Surveys sponsored by the
Fourth Freedom Forum in both countries in the mid-1990s documented
widespread support for nuclear disarmament, and a willingness by elites
to forego the nuclear option if the major powers were to abandon their
weapons. Among survey respondents, 94 percent in India and 97 per-
cent in Pakistan expressed total or partial support for an international
agreement to ban nuclear weapons. When respondents were asked
under what circumstances India and Pakistan could renounce the nuclear
option, by far the largest group in each country cited a time-bound plan
for global nuclear disarmament. Even among the strongest nuclear ad-
vocates in India, 42 percent said that India could abandon nuclear weap-
ons in the context of a global nuclear Ban.

Should the U.S. and other nuclear weapons states codify their NPT
pledge to global disarmament in a binding legal convention, nonprolif-
eration and disarmament diplomacy would be greatly strengthened.
Under such conditions, as Jonathan Schell has observed, a nation seek-
ing to develop nuclear weapons would arouse a vigorous and unified
response by the international commufity the specific context of
South Asian nuclear proliferation, the United States would obtain both
the legal and the moral authority to convince India and Pakistan to roll
back their nuclear capabilities and to abandon the nuclear option.
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Achieving these disarmament objectives will take time and will re-
quire a major change in the domestic politics of the United States and
other nuclear weapons states. The U.S. should, in the meantime, focus
its attention on advancing the interim goal of capping South Asian nuclear
capabilities to prevent full-scale nuclear weaponization and deployment
in South Asia. At the same time, the U.S. should publicly and privately
urge India and Pakistan to roll back their nuclear weapons programs
and, in their own national security interests, to sign the NPT as non-
nuclear weapons states.

Pursuing a New Nonproliferation Policy

6.1: Identifying An Appropriate Influence Strategy

The cost-benefit analysis of nuclear decision makers in India and
Pakistan is strongly influenced by their perceptions of U.S. behavior,
their desire to gain benefits from the U.S., and the effects of U.S.
pressure. As in the 1994 Agreed Framework for North Korea, the U.S.
should devise a carrots-and-sticks strategy for South Asia that pledges
and incrementally provides carefully targeted inducements in response
to specific Indian or Pakistani nonproliferation measures. Since induce-
ments on their own will fail to influence the cost-benefit analysis of
Indian and Pakistani policymakers, the retention, easing, or imposition
of sanctions should also be conditional on Indian and Pakistani nonpro-
liferation omissions or commissions.

The impact of even the limited punitive measures employed to date
can be seen in India’s calls for a removal of all economic sanctions,
especially restrictions on the transfer of dual-use technology. India is
particularly interested in expanding trade and economic relations with
the U.S. and gaining greater access to direct U.S. financial investment.
In its ongoing strategic dialogue with the U.S., India is also bargaining
for incentives, such as U.S. recognition of India’s regional and global
status, U.S. consideration for Indian security interests in the formula-
tion of Sino-U.S. relations, U.S. recognition of the bilateral nature of
the Kashmir dispute, information sharing on subcritical tests, and progress
toward disarmameritPakistani policymakers also place great weight
on their relationship with the U.S. hoping to obtain political and eco-
nomic benefits. While their primary goal is the removal of economic
and military sanctions, additional Pakistani demands include the sharing
of high technology and U.S.-led international mediation in the Kashmir
dispute®*The incentives that India and Pakistan are attempting to ac-
quire and the coercive measures they hope to ease should provide guide-
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lines for an appropriate and targeted U.S. carrots-and-sticks approach
for a cap, a rollback, and the eventual elimination of nuclear weapons in
South Asia.

In formulating an effective carrots-and-sticks strategy toward India
and Pakistan, the United States will inevitably face the difficulty of
ensuring that carrots for the one are not seen as sticks by the
other®*Technologically inferior Pakistan will, for instance, see the re-
moval of restrictions on the sale of dual-use technology as working to
India’s military advantage, undermining the influence of Pakistani ad-
vocates of nuclear restraint. Similarly, U.S. military concessions to Pa-
kistan could strengthen the internal bargaining position of Indian nuclear
advocate$®The United States also faces the problem of dealing with
two adversarial states with a vastly differing political, economic, and
geostrategic potential. Incentives and sanctions policies will therefore
have to be devised in such a way as to minimize resentment in either
India or Pakistan. Care must also be taken to ensure that carrots are
not perverse in nature and that sanctions target opponents of reform.

6.2: Carrots and Sticks for India

In the Indian case, where the nuclear scientific estate has aggres-
sively promoted nuclear weapons development, U.S. sanctions on sci-
entific collaboration should stay in place until there is evidence of tan-
gible Indian progress toward nonproliferatfdihe U.S. should also
indefinitely retain sanctions on the sale and transfer of dual-use tech-
nology that could potentially contribute to Indian nuclear weapons and
missile development. Since unilateral sanctions are limited in their ef-
fectiveness, the U.S. should encourage other influential actors to im-
pose similar sanctions on the sale and transfer of dual-use technology.

As India’s economy continues to open to the international market-
place, so does its vulnerability to external pressure. The U.S. can and
should pressure India from going further down the nuclear path by threat-
ening the imposition of unilateral and international economic sanctions
if it opts for nuclear weapons deployment. Indian decision makers should
also be made to realize that the denial of international prestige and
recognition is one of the costs of nuclear proliferation. Hence any con-
sideration of providing India a permanent seat in an expanded or re-
formed UN Security Council should be deferred until India agrees to
join the NPT as a nonnuclear weapons state.

At the same time, the United States should offer substantial eco-
nomic and diplomatic incentives to India if New Delhi agrees to rein in
its nuclear capabilities. The U.S. could, for instance, use its leverage
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within the international financial institutions to support enlarged
concessional lending and grants to India, incrementally provided and
conditional on verifiable nonproliferation benchmarks. India’s interest
in expanding its business links, particularly in the information technol-
ogy sector, presents a tangible opportunity to reward Indian nonprolif-
eration progress with U.S. government-backed direct financial invest-
ment and enhanced trade opportunities.

6.3: Carrots and Sticks for Pakistan

In the Pakistani case, given the importance of U.S. arms sales and
supplies to its military-dominated nuclear establishment, the United States
should retain military sanctions, encouraging other influential actors to
follow the U.S. example. Military concessions to Pakistan should be
made contingent on demonstrated progress toward nonproliferation.
Since the military’s dominance over nuclear policy also acts as a barrier
to an internal debate on the utility of nuclear weapons, the U.S. should
preferably extend economic as opposed to military incentives to Paki-
stan. With its slow rate of economic growth, galloping inflation, and
declining internal and external investment, Pakistan is a suitable candi-
date for external inducements and pressure to cap its nuclear weapons
program. Since its ailing economy remains heavily dependent on exter-
nal grants and loans, substantial unilateral and multilateral soft grants
and loans, enhanced U.S. economic aid, and preferential access to U.S.
markets in return for nonproliferation progress will influence Pakistan’s
cost-benefit analysis of nuclear weapons. At the same time, the threat
and use of targeted economic sanctions can be used to pressure Paki-
stani policymakers to exercise nuclear restraint.

Since the May 1998 South Asian nuclear tests, sections of the Paki-
stani political and opinion-making elite have questioned the wisdom of
acquiring nuclear weapons and have expressed concerns about the
potential economic burden of an overt nuclear weapons program and
the neglect of human security. This debate, which received a serious
setback with the military coup of 12 October 1999, should be vigorously
encouraged by the United States through targeted support for reform-
oriented civilian constituencies. Targeted financial and military sanc-
tions should be maintained to exert pressure for the restoration of the
democratic proces8A carrots-and-sticks strategy that combines con-
ditional financial and political incentives with multilateral military sanc-
tions could influence Pakistani public opinion and pressure Pakistani
officials to incrementally accept nonproliferation norms.
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6.4: Debt for Disarmament

While there is public support in India and Pakistan for official nuclear
weapons postures, the issue of nuclear weapons ranks far below other
societal concerns, including the perceived need for economic develop-
ment and poverty alleviation. This reflects the fact that both states have
failed to provide basic amenities such as employment, education, health,
housing, water supply, and sanitation to the vast majority of their popu-
lations® A carefully targeted incentives strategy based on a debt-for-
disarmament plan could therefore play a major role in changing Indian
and Pakistani public attitudes, building domestic pressure against the
possession of nuclear weapons, and changing official perceptions of
the costs and benefits of nhuclear weapons. Such an inducements strat-
egy has the added advantage of promoting nuclear restraint in both
India and Pakistan without impinging on their bilateral sensitivities.
Pakistan, where foreign currency reserves are extremely low and where
45 percent of governmental expenditure is allocated to debt servicing,
the very survival of its fragile economy depends on debt reschedul-
ing.”tA major recipient of credits and loans from the international fi-
nancial institutions, India is also a strong advocate of international debt
relief by the donor states.

Targeted incentives could include an incremental forgiveness of India’s
and Pakistan’s external debt by the advanced industrialized states and
the international financial institutions, conditional on nonproliferation
progress. Savings from reduced debt service payments would be allo-
cated exclusively to finance basic human needs. Thus, a portion of
India’s and Pakistan’s external debts would be forgiven by creditor
nations in response to verifiable steps taken to freeze and roll back their
nuclear programs. Future payments would go into a trust fund for social
and economic development that is managed by the international finan-
cial institutions, donor governments, Indian and Pakistani officials, and
civil society stakeholders including economists, nonprofits and human
rights organizations, etc.

At the Millennium UN summit in September 2000, Secretary-Gen-
eral Kofi Annan strongly supported the expansion of debt relief pro-
grams for developing countries, a call that has been endorsed by inter-
national nonprofit organizations as well as by the World Banke G-

8 leaders have supported relieving the old debts of developing countries
to international financial agencies, and President Clinton offered to cancel
the debt owed to Washington by the world’s poorest countries, as long
as the savings were used for health, education, and antipoverty pro-
grams. If the Bush administration links debt forgiveness to disarma-

ment in South Asia, U.S. national security interests would be served in
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multiple ways by advancing nonproliferation goals and by enhancing
economic, and hence political, stability in a geographically strategic and
volatile region. If such a strategy is sustained over a period of time, it
will strengthen the bargaining position of advocates of military and
nuclear restraint in both states, changing internal perceptions of the
benefits of retaining nuclear weapons in two of the world’s poorest
states.

6.5: U.S. Policy and South Asia’s Nuclear Future

Since heightened tensions between India and Pakistan following the
Kargil conflict have increased the risk of an accidental, unauthorized,
or deliberate nuclear exchange, the United States has stepped up its
efforts to convince India and Pakistan to reconsider their nuclear ambi-
tions. U.S. officials claim that both states have been urged, in closed-
door negotiations, to join the NPT and have also been warned that the
U.S. “cannot have normal, effective, businesslike relations with coun-
tries that are nonadherents to the NPHbwever, the U.S. appears
hesitant to publicly state its opposition to the presence of nuclear weap-
ons in South Asia. During his trip to South Asia in March 2000, Presi-
dent Clinton merely cautioned India and Pakistan about the dangers
posed by nuclear weapons to regional sectidyring Prime Minister
Vajpayee’s return visit in September, President Clinton lauded India’s
commitment to a voluntary moratorium on further nuclear testing, ex-
pressing the hope that the United States and India could “turn back
what could otherwise be a dangerous tide of proliferation.”

The U.S. might be hopeful that engagement with India will translate
into Indian nuclear restraint, inducing, in turn, Pakistani restraint. How-
ever, the current U.S. approach is being misconstrued or deliberately
misrepresented by India and Pakistan as a tacit U.S. acceptance of
their nuclear weapons status. The Bush administration must unequivo-
cally demand that India and Pakistan join the NPT as nonnuclear weap-
ons states. Unconditional engagement and an aversion to South Asia-
specific nonproliferation sanctions will merely strengthen the position
of nuclear advocates in both states, encouraging them to move toward
operational nuclear arsenals. Engagement has contained nuclear prolif-
eration in North Korea because the U.S. has retained the threat and the
use of sanctions, making their removal conditional on nonproliferation
progress. In South Asia too, a policy of incentives will only pay nonpro-
liferation dividends, if the United States is also willing to use punitive
measures to curb and reverse India’s and Pakistan’s nuclear weapons
programs.
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The Bush administration should warn India and Pakistan that further
development of their nuclear weapons and missile programs will result
in the imposition of stringent unilateral and international political and
economic sanctions that would target policymakers and organizations
responsible for their nuclear weapons programs. To constrain South
Asian nuclear development, the U.S. should also encourage restrictions
on military funding and dual-use technology to both states.

With the support of other influential actors, the U.S. should ensure
that credits and loans from the international financial institutions are not
diverted to India’s and Pakistan’s nuclear weapons and missile pro-
grams. Agencies such as the World Bank and the IMF should also be
encouraged to pressure both states to restrain their defense spending.
These smart sanctions would not harm innocent civilians or destabilize
the Indian or Pakistani economies. They would be designed to con-
strain India’s and Pakistan’s ability to expand or even to sustain their
nuclear and ballistic missile programs at current lefels.

The new U.S. administration should take the lead in strengthening
the international nonproliferation regime. It should expand multilateral
denial regimes to restrict India’s and Pakistan’s access to technologies
that would enable them to further develop their nuclear weapons and
ballistic missile programs. The U.S. has successfully persuaded and
pressured China to end its ballistic missile assistance to PaKiktan.
should also ensure that India’s ally, Russia, and other arms suppliers
refrain from transferring destabilizing advanced military technologies to
India that would empower opponents of nuclear restraint in Pakistan.

Since inducements are more effective than sanctions in influencing
state behavior, the U.S. must continue to engage with India and Paki-
stan in a constructive manner. However, engagement will only yield
nonproliferation benefits if the U.S. links any new inducements, diplo-
matic, economic, or military, to verified Indian and Pakistani progress
toward nonproliferatio®During Prime Minister Vajpayee’s visit, for
example, $6 billion in economic and trade agreements were signed,
including a $900 million loan from the Export-Import Bank for the pur-
chase of U.S. goods and services. This and similar offers could and
should have been made conditional on some demonstrated Indian
progress toward nonproliferation. The Clinton administration did reject
Indian demands for a removal of remaining sanctions on direct military
sales as well as on investment restrictions, despite support for such a
measure by the House of Representati¥Ese Bush administration
will also have to resist domestic pressures to undermine long-term non-
proliferation interests in South Asia for short-term political and eco-
nomic gains.
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Finally, in devising and implementing a carrots-and-sticks strategy
toward South Asia, the new U.S. administration must obtain the sup-
port of other influential actors, including the G-8 states for a debt-for-
disarmament strategy as well as for investment and assistance that
would be linked to progressive steps toward nuclear disarmament. Ja-
pan could play a particularly significant role in sustaining such a strat-
egy since it is currently the main aid donor to India and Pakistan and
thus possesses considerable leverage that it has as yet to exercise. The
post—cold war environment provides unprecedented opportunities for
U.S., Chinese, and Russian collaboration in containing and reversing
nuclear proliferation in South Asia. Regional instability and the dangers
posed by the proliferation of weapons of mass destruction pose a threat
to the interests of all three major states. Despite their support for their
Indian and Pakistani allies, both China and Russia continue to call for
India and Pakistan to sign the CTBT and accede to the NPT as non-
nuclear weapons stat®g.he new U.S. administration should there-
fore strengthen international consensus against South Asian nuclear
proliferation, persuading China, Russia, and other NPT member states
to cooperate in formulating and implementing a carrots-and-sticks strat-
egy that would persuade and pressure India and Pakistan to contain,
roll back, and ultimately eliminate nuclear weapons.

Policy Recommendations

The U.S. policy objective in South Asia should be to cap existing
nuclear weapons capabilities below the threshold of deployment and to
encourage arollback and elimination of nuclear weapons in the region.

The Bush administration should explicitly declare that the long-term
objective of U.S. policy remains for India and Pakistan to accede to the
Nuclear Nonproliferation Treaty as nonnuclear weapons states.

To encourage Indian and Pakistani acceptance of the NPT and to
fulfill its obligations under Article VI of that treaty, the United States
should declare its intention to negotiate an international nuclear disar-
mament agreement and should initiate concrete steps toward that end.

The United States should formulate and implement a coherent, con-
sistently applied set of incentives and sanctions to encourage denucle-
arization in South Asia.

Current U.S. sanctions policies should be retained until India and
Pakistan adopt concrete steps toward denuclearization, including sign-
ing the Comprehensive Nuclear Test Ban Treaty and vowing to refrain
from nuclear weapons deployment:
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Maintain current sanctions on Indian and Pakistani scientists and
scientific institutions involved in nuclear weapons-related activities.

Maintain sanctions on the sale or transfer of military goods and ser-
vices and dual-use technologies or materials, and continue the ban
on civilian nuclear energy cooperation.

Block any consideration of providing India a permanent seat on an
expanded or reformed UN Security Council until India agrees to join
the NPT as a nonnuclear weapons state.

If India and/or Pakistan conduct additional nuclear tests or otherwise

take further steps to deploy nuclear weapons, the U.S. should cooper-
ate with other nations to impose a comprehensive set of targeted politi-
cal and economic sanctions against decision makers and institutions
responsible for nuclear weapons development and paolicy.

Engagement and incentives policies toward India and Pakistan should

be retained, but they should be made conditional on demonstrated
progress toward denuclearization.

« Utilize U.S. influence in international financial institutions to support

enlarged concessional lending and grants to India and Pakistan in
response to specific acts of nuclear weapons restraint such as sign-
ing the CTBT.

Provide to Pakistan increased U.S. economic assistance, rather than
military aid, to encourage civilian economic development. Promise to
provide greatly increased levels of economic assistance, including
substantial soft loans and grants, in response to specific steps toward
nuclear weapons restraint.

Develop a program of “debt for disarmament,” cooperating with other
nations and international financial institutions to forgive portions of
the foreign indebtedness of India and Pakistan, conditional on spe-
cific steps toward denuclearization, and with assurances that the
savings from debt servicing will be devoted exclusively to civilian
economic development.
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