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Al Power Play: U.S. Export Controls and Their Strategic Fallout
Context

Artificial Intelligence (AI) has emerged as a critical driver of economic, military, and
technological advancements worldwide. Nations are competing to establish dominance in Al
research, development, and deployment, given its transformative potential. The United States
leads the global Al race, owing to its technological superiority in Al chips, computing
infrastructure, and machine learning models. However, it faces increasing competition,
particularly from China and other emerging AI powers.

To secure its leadership in Al and prevent adversaries from leveraging Al for strategic
gains, the Biden-Harris administration introduced the Framework for Artificial
Intelligence (AI) Diffusion in its final week in office. This policy aims to:

Maintain U.S. supremacy in Al technology.

Strike a balance between Al innovation and national security.

Restrict adversarial nations from accessing:advanced Al capabilities.

Control the global diffusion of Al technology to protect U.S. economic and military
interests.

This framework reflects the U.S.'s strategic vision for Al, ensuring that future Al advancements
occur primarily within American borders and among its closest allies.

Mechanism of the"AlI Diffusion Framework

One of the most critical components of Al development is compute capacity, which relies on high-
performance Al chips to train and deploy sophisticated Al systems. The U.S., leveraging its
dominance in semiconductor manufacturing and Al supply chains, has expanded existing
export controls to include:

o AT chips - essential hardware for Al computation.

e Chip-making tools - advanced machinery required for semiconductor production.

¢ Closed Al model weights - proprietary components that enable Al systems to learn and
make decisions.

To regulate the global flow of Al technology, the framework categorizes countries into three
tiers with different levels of restrictions:



1. Tier 1 - Key Allies:

o Includes strategic partners deeply integrated into the AI supply chain.
o These nations have unrestricted access to U.S. Al technologies.

2. Tier 2 - The Rest of the World (including India):

o These countries are granted limited access to Al technology.
o U.S. companies can engage in commercial Al activities but must cap their Al
compute capacity and prevent unauthorized access.

3. Tier 3 - Adversarial Nations (China, Russia, North Korea, Iran):

o These nations face the strictest Al export controls.

o The framework prevents the diffusion of advanced Al technology to these
countries.

At first glance, this policy seems to extend restrictions to all but the closest U.S. allies. Even
key partners like Austria, Israel, and India face limitations. However, in the short term, the
restrictions are unlikely to hamper Al chip availability, as they primarily target future Al
advancements rather than existing systems.

The primary goal of this framework is to ensure that any major Al breakthroughs happen
exclusively within the U.S. and its most trusted allies. This approach, while effective in
securing U.S. dominance in Al, could have long-term geopolitical consequences.

Strategic Consequences of the Framework
The framework reinforces American control over global AI advancements, but its broader
implications include:

1. Strengthening U.S. Al Leadership:

o By'centralizing Al capabilities within American borders, the U.S. ensures that the
most powerful AT models are developed domestically.
o This secures a strategic and military advantage in Al applications.

2. Creating Barriers for U.S. Companies Expanding Abroad:

o American firms seeking to set up Al operations outside the U.S. will face
Significant policy restrictions.
o This could increase costs and limit market expansion for U.S.-based Al firms.

3. Setting a Precedent for Future Technology Controls:

o Even among close allies, this framework signals that the U.S. can unilaterally
impose restrictions on emerging technologies.
o This could erode trust and prompt nations to develop independent Al ecosystems.



4. Risk of Al Ecosystem Fragmentation:

o As countries seek autonomy in Al development, they may diversify supply chains
and reduce reliance on U.S. technology.
o This could weaken the U.S.'s long-term influence in Al governance.

Eroding Goodwill with India

The policy disadvantages India, placing it in a less favorable position despite its growing
technological capabilities. Key concerns include:

¢ Reduced Incentives for AI Investment in India:

o U.S. Al firms may limit their presence in India, impacting Al-driven innovation
and research collaborations.
o This could slow down India's progress in AI development.

¢ Brain Drain & Knowledge Transfer Challenges:

o Limited access to Al technologies could push Indian Al talent to relocate to the
U.S. or Europe.
o This risks impeding knowledge transfer and technological growth within India.

¢ Ignoring India’s Strategic Role in U.S. Policy:

o The framework evaluates India purely on Al capability rather than considering its
broader strategic partnership with the U.S..
o It overlooks India’s role in:
» Semiconductor manufacturing collaboration with the U.S.
» Indo-Pacific security cooperation to counter China’s influence.
» Deepening economic and technological ties with the U.S.

¢ Historical Parallels with Past Technology Denial Regimes:

o The Al export restrictions echo past U.S. policies that denied India access to
nuclear technology for three decades.
o This could create trust deficits in India-U.S. relations.

Potential Strains-on India-U.S. Relations
The disconnect between U.S. export controls and its strategic goals in the Indo-Pacific could:

¢ Encourage India to seek AI partnerships outside the U.S.
* Accelerate efforts to develop a self-sufficient Al ecosystem in India.
¢ Strengthen India’s technological collaborations with nations like the EU and Japan.

These trends could reshape the global Al landscape and reduce U.S. influence over
emerging Al technologies.



Conclusion

The Framework for AI Diffusion is a bold step by the U.S. to secure its leadership in Al
while protecting national security interests. In the short term, it will reinforce American
dominance and restrict adversarial nations from accessing cutting-edge Al technologies.

However, in the long term, its unilateral approach could:

¢ Alienate key allies and strategic partners like India.
¢ Encourage countries to develop independent AI supply chains.
¢ Lead to fragmentation of the global Al ecosystem.

If the U.S. wishes to maintain global Al leadership without weakening partnerships, it may
need to reassess its Al governance strategy and adopt a more inclusive approach to Al
collaboration.



