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l _,,,,,,-DECLASSmm 
E.O. 12356, Sec. 3.4 
NlJ ... . '1't.-/1:/._ 17 June 1966 

By ~.NARA,D:ate ,-~~-"!~ 
RWK: 

These cables give you the New Delhi panorama, and the aid 
package and Hoopes paper give you the latest Washington thinking. 

The big business is the World Bank liberalization package. 
Beyond Bell's paper, the current problem is to bring other donors 
along with us up closer to the $900 million mark, Woods is still 
pushing. 1cu. ,-...JZ, >A ...... ,c..,.._ ~ v.c-<~ ....,.._ ">..: .-¾( ... - 1I.,.... U2.,;..., ,..,, . ,:,"""-1j. 

This is 
/ 

chiefly a political issue because we have enough 
money now to get the Indian program started. Mrs. Gandhi's 
devaluation of the rupee two weeks ago kicked off an intra-Congress 
ruckus. So now Indira has to show that going along with IBRD-IMF-US 
economic advice pays off. If we don 1t hit the target, her opponents 
will say they told her that she'd make all these tough reforms and then 
the aid donors wouldn't come through. 

The other important business is our effort to get Indians and 
Paks back on the Tashkent track. Bowles has suggested to his contacts 

•everything from another ministerial meeting to a Gandhi-Ayub meeting. 
The dissenters on both sides are trying to muck up the works. {For 
instance, New Delhi 3472 which shows the Indians have a distorted 
picture of Pak requirements. The Paks insist only that Kashmir be 
on the agenda). We've made their talking through some channel 
of our aid conditions on both sides. 

We are also still struggling here with whether and how to 
resume military aid. We have George Woods trying to get a handle 
on military spending and we have told both sides our economic aid 
is contingent on their setting ceilings and hopefully eventually settling 
down to an accepted ration between their forces. 

You could help if you could convince Bowles that it isn't enough

• for him to tell us that the Indians will flip their lids if we sell lethal 
spares to Pakistan. As you have argued yourself, our problem and 
India's is how to keep Pakistan from depending exclusively on the 
Chicoms. Bowles so far hasn't been willing to argue the Indians into 
facing up to this problem. 

Bon voyage.? 

Hal Saunders 

------=-S·ECRET 
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., H s ..,..~-C . t 
M2:V.:ORANDUM ~ ~-W~a-; 

/:¼l~ p~THE WHITE. HOUSE 

WAllliINOTON ~ 
S;:i.turday, June 11, 1966, 6:15 p.m . 

.. 
MEMORANDUM FOR THE PRESIDEN'r 

Mrs. Gandhi has taken the first big step in the economic progran1 
:\1e:..ta worked out with George Woods. She has devalued the rupee. 
Th:s has triggered strong opposition within her own party,_from foe Left,· 
anC:. from Indian busi..-1.ess me:.:i . 

.:;·'l.e ~-i"'eds::the· prompt ·respon-se· oi .. ""id··donor's· to permit· import 
lib-.;;:.·.:.:!.b~tion:·and to underscorG th..:: positive part of her· program. Tnat 
is w":.y George Woods is pressing the consortium hard for pror..npt action. 

- - S . ___, :::..r:..Jling through diplcmatic • c::::.::.::1e~s :or ,anothc:.· 
:~- 3".;:.:.:..; \·, _·_';_ -~~: . .::. :..=>aks. Gene LoQke is working the o·cher end of the 
_ine. W~1.ile this will probably not p::oduce anything d::z.matic, it 
shouio. keep the Tashkent process going. 

Th0:·e:ffort:'~o:·get' a grip 0 ...~ r .. 'lilita.ry· Sj_),c;:·~~i:-. 6 L :.~::.s"adva .. c·ed. 
3ut George Woods is working actively on this, as you kr .. ow; a.."'la.State 
:.s p:ressing the Indians to take our concern seriously. 

"f 

We are pleased with Mrs. Gand ....ils boldne-;s; a bit worried about the 
tightrope she 1s on; and feel we should go ahead now w :ith our part of the 
ecor.omic deal. 

Wood~· has·.·prornised-to·-let her··k:-..cvi bye 15. Ju:::ie··.:.·.:.. next·Wednesd:.-:; ..;- -
r..0w.:::.'luch the, consortiun'l·will contribute toward'·the.Vlcrld. :Sank ta:::get 
of:<:soo million,in·non·.:..proje•ct aid)~ She :has committed: he:·sal: to ar .... 7.ounce 
fu:t:l:-_.;:r steps on import··1ibera:!.:.za.ti0n by "'bout 20 June. She cannot do 
this without the Woods package. Th.e consortium meets on Tuesday. 

~.ive·-Be11 ac·ce:pts·.;.tli~:,w o:cld .. Banl,1~ ·$900 •million. 'tar get a.:d \ 
7ow:-- approval: 

GO?ifI'IPEN':PIAL 

;z._,_ 

https://lilita.ry
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B cll--would-·start. -1:>a:::- •-wi'.h "'a :.ow· U ~-s:· •o'£:'·$z·so·:;aining figur.e ·million 
{plus the earlier $100 million) to press other donors to give more and 
wot~:-~-,~o up to the full $335 million only if necessary to get the maximum 
out of the others. AID. can handle the higner figure with what it has 
already asked o:£ Congress. 

:.\Vood::r•is'0 p·ressir..g- th.1:::'··Germarls to increase the $62 million they 
plan to put il'.ll:o.:the consortium; and to inci·ease within that figure the 
present amount {about $45 million) of their program lending. We shall 
be on to the Indians to press hom~ George 1i, point.\ 

B.1.:.::c:;:;.u...of_th~Bi.idg.e_t.~conc.m;,s in an 4~tF1,che& memorandum. 

Soc-:.-.::::.:..ry.::..£9.Wl~-r~:is.:.:.iz:0dissent;as his attached memorandum -to you 
ind~cates. 

...He makes three points: 

He believes r,{:2':;p~::-ce:r-~·::. ... :rAan::~s·•·pe'£c"c•1'.Lt::fsr,?.:'.;~-:~ the 
".Appropriate share 11• for the united States; ·t 

- - He 3;,egrets that the debt;:r - ~c: eclu_ing.:ior..::!n.C:~a:.wilFbe 
do·::.,:.y ~c..::.by-·~the::.:W orld. -Bank-:until._the.. _f~ll; 

- - He generally opposes c·ontbuec.:.non:-p1··oject-fonding to 
Ir ... C::.~:..1;:;1less.,:.:v;e:::can:..e.s.tablis.h. .:.:.,more--:fa.v·oxab ... e-bilateral--trad:e 
:::ialz.:.-:::.e.:..:.w:~dia. 

I have looked carefully into these poin~s. 

w:.:..~:-_:..·.:...:;pect·:to:};ha~e.s, the 42 percent is an historically accepted• figure covering both project and non-project lending. It.:is.:.:nct:::;:'le 
1·::::l.::var.: • :.gu:r..e·_fo:r.:t..t:..:.s::packa:;e.,-:.; '.-r~:.ich .is wholly--'-nC~>project. In.. 
fiscal 1965 -- the lastyea:c for a full consortium package -- tb:~"11-
p.:..cj;;;ct· ~·hare of the United-States was as high as:;55 FC--r.cent. It is, 
thus, true that in the sensitive area of no~ .. project lending w.e:.:ar.e 
m ·---,--=~ cr. ""rorrr'"""'·"'-;.,,..._rrPtt~ ... .,...... • .,. .. ··o~,do· ·::n" ... c.,.-·1n:~r-o.,_n.'Q.•'--,.""'b~·--O-,.;)e.H-.lft'.....,;;..(lit~.~- .... b- 1,, '-'"" ...... _._,. ;..- ~..,.., "'!'...,·V·• 

r 
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Moreover, our share looks bigger than it 1s. w·e:a:.re bei::.g allowed 
by-the·· VI orld Bankto:·ccunt .t:... c $100 .n:.illio·n.:.iion-:p:roject-loan .to. 1.--l.dia 
which we granted via the Vice President, as part of this year 1s • cons ortiwn 
package, although it represents funds which undei· normal circwnstances 
we would have _lent India last year. Tl:.e·.,_o_the,: :i;:nembers ..of the.-consortiwn 
d.i..g._:nc .... ·br.eak::..ofi.thej_r..:'.~_~si-131:.::~ce. as-'-we-did. during-·the-wa·r-p ....to::fodia- ..::iod • 
. They are not getting credit this year for the contributio_ns they made 
las·~ year. • 

'. ✓--~ 

Therefore, on this point I conclude that bt:.:::::sha~e-:.in ·~:.iz::-n·o:;:1.·-·p·r·oje·ct 
P.~~l<c..~c---:.a.::. 111/a::>prqp::ia,te. 

v.~:.:·'--:..~~eS?CCt ~.- c.ebt :-esche.~_ul":'.lg, ·an of .us would _like to see that 
take place as soon as possible. It :.:.·equi;rcs.;.:,.:ho\v-:;v,.:;._·, .. .1.plic~fod -cc:.:-
F"' '.);r :--• .:c:go,~:.""t-ior:-. George Woods believes he cannot get it organized 
until the faU. He has, however, accepted and :will try to press on the 
others, a principle greatly to our advantF1,ge; namely the P- i. ciple that 
we will take the debt rescheduling 11off the top. 11 Tbs means that those 
who, in the past {mainly Europeans), le~t on ha,rdest terms will bear· 
the greater burden in the rescheduling; we will deduct this from the 
$900 million; and we shall divide up the -b~lance according to tne ag:::-eed 

• percentages. It is just that this principlE1 be accepted; but it is also to 
om· advantage. And it·._b:··yv'.Orthou::.·· -while· to-le·~ G.;;.:/..• ge-:w oods.·:fight --:..:..is 
b~ttk ·fo.··--u·,:,-~·t;etwe·0..:.··....:ow· a::.:ld ·:;l:·_o autmnrf>·which·-~:s nis ··rec·orii:mendaticiri. 

• 

v_r;_,:-1:c.::-es_?ect·-to-the comme:rcial bat,. c~, it is true· t~at we buy more 
:from India than they buy from us. However, this does not bear directly 
on the present loan package. 1.:~:i;.-0£:-it:is··.;iei:1\ We are working hard -­
and should work ha:rder -- to increase Ol.lr exports to India. We are 
making some progress. But w1:-·:ca:nnot cc~:nt on·!.1.aving::e·ver..•bilate:.<a.l • 
tradc···b::.la.nce·s•.with--:--evei-y~·countr"y. Moreover, of the other major _trading 
partners of India.: the pound is in wo:cse trouble than the dollar;_ the 
Germans are no longer building reserves; and we have good balance of 
payments arrangements with Japan. Th1;1 Indians trade little with the 
7i·ench . 

·t-:02:cJ.ude:;·:-:Jherefor·e·;:Tthat·whilt'i•\;/e\.·hs"i-i?;,fo:::-g·o-:£ur"-i;he:.·-fo. 'ii"1c·:i:e.:...:::.ng 
c-..::-:··:e;.;:p.:.rtz.-to·=:fadia-~a·s:..to.,.otherc oµntries ,:·: thc·re-,•is---no balaiice·- oi'-paym·ents 
:pain:---in. this;doa.n··pack~ge-;:{/and,,there:_is.:n:ot evcn-:-much·2~in.-.in~-:L .. dia: 1s 
f;:;;--.r~.,:.:..:)l.:;;.,:tl'aci:e':ba-l.:.ii·ice·cwith-~-US:;a.:.> • 

~NFIDE~tTIAL 
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~hc-:r·efo·1·e-;:::-I-co"iicur'.-ir::-;;h.e~~re·cciµriienclation·'·c:Z:,J,;ID ·.:.::.d • ;<-::-State:;:<.· 
tp.e.-:Bur·eau·:-0f::the: 0Budget.·_., 

The $900 million is the minimum necessary to carry Mrs. Gandhi. 
over import liberalization and her political crisis. 

Economically, oui· balance of pa.yr.nents will not be damaged. 

And we are getting a1:ou'.t as muc1', equity from .the consorti~ • 
as one is likely to get in an imper£eci world. 

A?prove .A:D package 

Disapprove ____;..,.;. __ 

See me 

• 

-CQNFIDi:'ilTU1 I:, 
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June 10, 196b 

DBCI.ASSIFlED 
1.0. 12356,Sec.3.4 
NJJ 9 '/--)J".;,.. 

By"W. ,NARA, Date1./--dS-~ljS-
SIJBJECI': Aid to India 

?r:.;.lr.8 ~i..:r,is·cc:r C,::..i:::.ob.iha3 s·,:,a:~ted to un ertc..ke the 
eco:nondc l,)Olicy r.:::for.rr,s ci.iscussed with ·::;he ·•::orlC:.:Sank. Deycl­
ua-tio.,n, o.f the r..1:92:·e, announc~d ear~ ·chis i':rce.t, \,.::.3 the most 
politically diii'icu1t ele-r.ent of tt..e reform 2.:::kage. :,ii's. 
Gpdl\i is standing :i:'il--:uin t:::1- :face o-J.·c.. sto:...:, of: c1~::;_tic:isr.: 
llitltkiA Inc.i.,,, not only :from o:!:)::::iosition elemen-cs cla::.r.u..n~ -~:.:2 

G-~V'f.rnmeA,~ sc,.J..,a.out· to ~he T.-:::.~·,:,,'but .:·rom strong elE:m:.::n"cs :::.~: -::]:.:; 
CoJ&&res.J?:arcy itself, who :fe~ the C.<;;cisio:.1 •will hurt ·ct..::::,c:..~ty
i~ the i"eb:::ua:cy 167 elec'.cions. 

::.:Udia had intended to r,u·::;·.;..:e w:C..oleeconor.::ic p·og::..~~::i 
out as a .s:i1\gle package, cat 'cecailse o:i' the seve-.::-:..ty of conflict 
ever -the devaluation decisic:1 amo:c..g ·~.c.e top po-: •:-;,;::.cal leaier3cij?J 
and 'l:>ec$.1S•of the grave c.c.nG2r of e. le~1'J1Mr.i.. Gandhi was forced 
tQ ~peed.up her ti'rcctable. 'Ii.e Goy2:.::a.c.ent c-::_Indi2. has pu·o.::i...:.c.ly 
promised to announce f'..::rthe:.: s,.:;eps on :.~:po:rt liberalizs.tion 

11"wit:hia a fortnight , 2.ild is -:-.ow in e difficult position vr:.·j:.:_ 
continue4 uncertainty about -:;~e natu:re· and e.:...'tent of fm:e:i;;:: 
e:ub.an,e support for t;J.e rei'c:.:'..'.!lS. 

• 

'.the !ndi2-ns ::.::::..veur-ge:1tly rc,ptestec. Ge0rge Woods to 
r~port on his efforts to Ecbilize tAe $,oo l'llilli.Dn of non-project 
aid. h.e a.g~ed that they required to t::.'.ld.ert.:.:.;:e f~t:;..er reform 
meaiurt:s., p~cula:rJ.y lib3:ralizatio::i of im:_o:.:rcs, in order to 6et 
thG ec.onomy moving and ·:;:i::r:.:sconyince ·:;:ae Indi;m }?Ublic ~chat the 
new steps are really in µich.a. 's int~, est. C-eorge Woods has 
prollisd to report .to the Ind.:.?,l"lS ~a.rly ~:ext week on the· i·esults 
5f his efforts . 

The 9..uestion George Wooc.:::h2.s 3?1::.tto 1.:..:; ,;:::~n t~e re _uest 
that-~ resl_Jond ~ s.oon as ~::,ossi"ble is: ho,;-1r:.uch o-.: t::.e f;s::o 
im.Lliom 1-Till the V. s·. proviC:~. Tt.e follmdng consideratior.s 
should govern our-'decision: 

GI-iOUP4 
)ovmgraded at 3 year 
. .,_inuerva l G; declassifiod 

after 1~ years, • 

https://l'llilli.Dn
https://C,::..i:::.ob
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1. "le would l:i..ke to hold the U. S. contribution to 
abou~ 42% of the total which has been the previous U.S. share 
of the combination of ?roject and non-project (corc:nodity) aid 
through the Consortium. This will not be easy because, although 
we have pledged about 42% of totc.l aid, in thE: past the U. S. has 
::provided about 55'/oof th-.: non-project aid provided by the Conso~:<~i•w:i. 
Some of the other Consortium ~£mbers nave been relucta..~t to provide 
their ~roper share of non-project aid, although t~is kind of assist-
2..'.1.Ceis particularly well suite..:. to India: s needs . .As it is 
.::specially valua"ble in suppc::·~ ol the liberaliza·~::.on progrc.r. now 
envisaged, we are par-~icularly anxious that others increase tb.e 
proportion of aid they make available on this basis. 

2. Part of the req_uiren:ent of $900million can ;)c r:.et 
by rescneduling debt payments due to Co~sortiwn n:embers this yec:r. 
:Ic..ealzyy ·we would like to see the total ar.1ount of p::::-inci_ al due 
(aoo:c.:..; $170 million) deducted from the req_uirerrent o:..' ~;900 i:r:.:.:..:.:Lon 
8.!ld ·.:;:O..Jbalanc(:; divided among Conso::-':;ium mer.i.bers. fui. approach 
seems logical because it puts the hig.½.est current bill to t:O.ose 
'llho ir.. the past have had the pooTest terms. In view of the tir:..e 
,u:·ge:::1cy, it is doubtful that we can persuade the othex- Consortium 
trcmbers to conform to this p::c-inciple in this rou::sd, but we, with 
World Bank assistance, intend to press for its a--o:i;::.:;ion with res:pect 
to long-~r-m aid and debt plc:.nnL:g. 

/ 3. IJ:l:::eWorld :San..~ agrees that, the f)lOC .:i::.llio::-. 102.n 

-ich we mac.e available recently should count towa:r-:.s t:.:.e: ,_,S,CJ 
milliOt\ ·cotal. However, i~G is possible that sorr2 of t:O.e ot:..e::c­
coam.trie.s; msy object because t~ey either have provifed o~ pl2.::1 to 
1eovide the full amount p_e 'ged last yeax while we d.o ::wt plan to 
~Om?lete last year's condit::.o~ed pledge. 

• 

Balancing all of ·Ghese conside:ratio::-.s, i-.'e propos'-- th.s:t 
:-ru &',.r~b.o::'.:'izeus to report to ·vhe Bank that, subject to Congressional 
c..:)pr·op:'.'iation, our contribution to ·::.he $900 million will consist 
c-£: (i380 million, including the $100 rr.i.llion already prov:..::.c:d, t:his 
total 1·epresenting about 42~; oi' the $900 million non-:p::-oject aid 
req_ui:cE:rri.ent. Of the balance of ~,280 .:illion to be ·m2..de avail.c: . ."'.Jle, 
we would prov::.de $150 million ir.::.c:.ediately out o:f funds which ~e 
available this fiscal yea:r, and the balance of $130 million out of 
r:ew funds after Congress has acted. 

It is }.)robable, however, ths.t $280 millior. from t:C.e G::ited. 
Sta-""i..es :;;lus contributions from other countries - assuming n:axi:.::.:..:;:i 

CC2f.?rnv•DIT-T~-Jd 
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u. S. ef~ort to induce others to ihcrease their con~ribu.tions 
'I.rill fa::i..l short of tb.e re _uirer.:ent of ~,900 ,d..llion. lherefore, 
we ::eq_ues·~ y01:.::r:~:pprCY3.l to i:::1crease t:Ce &.11ou:c,tof "che additional 
U. u. co:::1tribution from $280 million ~2 to as ffiuch as $335million. 

T.ae additional funds cou~d be provided by J..ID, still 
wi".:::...in the total lend.ing authority that we have req_uested from the 
Co~16ress . .Alternatively, a }_)Ortion of the additional ~ount r:-d.gi:lt 
be ~~ovided through Export-Import Bank facilities. 

!f i·:e have to go as high 2.s E;):.35_ni_lion (9335 millio~ 
-02:yond the ~;,100 mllion already contrib",;/c2c. ·::;o 1·eac.a t:1. total of 
~)900 mi.12.ion, the U. S. proportion of total :10n-project lending 
wo-..:..::._-::.still be substantially :..2:ss than ·che 55%level ·chat it has 
·..,2:,2:~ in previous yea:rs. 'I:he absolu"-:e 2lll01.:nt of non-project aid by 
ot:.::.2rs would have to increase oy over 60%even if v:e went to our 
:9ro:Josed maxim.l.m figure. We would inter:pret such :.ncreased contri­
·.::,1.:·c:..,:ms ot:O.ers as ::teaso~1.able bu:::-den-s:O.ar • ng on tbeir part .by 

.Ln communica·cing our decision to ·';he World :..:,a.YJ.k,and 
tb.rovt)i :i.lt to the Indian Government, we would inci.icatc tr_~-;:, we a.re 
prepe.ttd. to negotiate a $150 mil 1-; 0~1. non-project loan i~-=c.iately. 
'!his could be made public :promptly. We :pro::,ose to ask the 
l:·cv2::::-n:a:en"-:of India to refer to furthe:c :.. ::-aspects fo:c U. S. s·u.?port 
to -:::..:.e:.. :;kage in, and only in, the following terr...ns: T.u.c U.S. 
::C.2..se:cpressed. its ,;rillingness to do its hare in meet::.::16 I::::c..ia1 s :::or.­
?:COjcct aid requirements for the year, as assessed ·{oy the lv~r:ui &~, 
sz:.c.to this end has indicated i•cs ir,tention to consider a I"'urther 
no~-~roject loan this fall, af'ter Congress has acted on the aid bill;. 

C'na.t you authorize us to inform :r:1dia and "che World :Oank: 
c... That we accept the req_uirement o ... $900 rrillion as 

~alculated by the World Bar...k; 

b. That we are pre:)a:ced to ne:2;0-ciate e..'1 im::c.ediate no:-_­
project loan in the amount of $150 m.illio::1; 

• c. T.o.a.t we are prepared to rr.&.ke fu::::-t:t.er non-project 102..'rls 
to India. after Cong:cessional actio~ in order to rr£et our share in 
financi."1.g India. 1 s non-:project aid req_uirern.ents for the yesx, a:."d t:b.s.-:: 
w,2; now co~1.template thr ..t a..'1 additional loan in the areou.'1.t of $130 
million would, subjec·c to Congressional actio::.:, co:r;;.Jlete our con-
tribution. ' • _:, 1 .\ - 1 l),__:__• c•rr -~ 

https://fu::::-t:t.er
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Tne.t you further authorize us to increase t::1e co:r_•..;ingent 
po:;.~•i;ion of our contribution to -o~ provld.ed ai'ver Con~ressior-e.l 
action, by an amount up to $55 million wh~ch· could be finz.nced by 
AID, or by a co~bination or f.ID and Export-Import Bank resources. 

;__,prove: ______ Disapprove: ______ _ 
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BL!FZ.:.:AUv.= ,:-:E: SUDGET 

WASHING,ON, D.C. 20503 

DECI.f~m7)
2-.:.~j ect: Aid to :i:ndia 

AuthoritytJm t5 ~ ;J-J .)-J ~ '4(6/4 $°'~//~ 

By o//2:.NARA,Date /CJ-/S--?'b 

-~__ _.:·:,-ye·c~a~~~~~~~-:i. Dz~·::·e.;.:o~_;:~:.: :·~ /;~ =·c~;le,·l~-co·:eo~~,:~!~-~c._.> ___ -~ ::rr,~-~:--~ ~c~:ci 
___ ..._._•• - -.. .. ,._ t....,..,o LI .... ...,.,,v ,,._ .J..._ ......,"""-v.1.•U..1,. 1.,;;;,,._ V V.- J.. C ..,~ ,1 VV \.i.).').) _1L..:_ _ ). .. e,.,,~ 

·e,~:-:::.: S. sr_z.:..·2 o:E: r:.0:.:-·p:roject c..:.( to ·-·1dia i::-. / .. e::.· cun·er.t fiscal 
-:-•• _.--,.. ·-" ·'-o I''"··c:. a ·f'i··,·s·'- J ""s.,_<>1 mi"l7 '"r.e11°· 01~1.:;o ·~;,, <>v--..;la'olo,_, '-.....,... ......... .1.\.... v , .. "-" ......c - J. v 0 . .1.J. v~ ..u. v "l' ✓ : __ \....l.;.i o.. .___ _c 

:.-..u.-r. Of coU1·se, a;ny i\::rthe:c instaJ.l:ments would be su·ojec-t to 
Cong~ecsio~~l actio~. 

:.::.::...sap:_,roved 

~)::.ccussion 

~ib.·s. Gandhi is movi~1g aheo.,: wit~-- the e.:!o::::.r:-..::.c :..·ei":;Yms s:1e a.::.scussed 
w:.th ::rou. She devalued the rupee early ·:,· :i-£ w'°'ek. Sl1e .as now 
a~·.:.1ounceci.plans to liiJe:-alize i:c.:.:,or s rrwittin a fortnig~t. :, 

::::::1e sccpe of tt.e lioer2-1.ization d.el)e:r.c:.s upon ·c.c.e su:9port she ca ... 
.:.,.. :_,2c·c f:co:n the Wo:-ld B2..rJ<::Consor•~iU!!l. George Woo:ls has :9ro:nisec. 
to report to her on Tuesday the :.·e:::ults of his ef:::'or·~s to r.iobilize 
foreign assistance. 

T~1.e World Bank has calculated, c..nd the ••. S~ ag:cecs, tna·~ ~S'OO :-.:.::.llio:: 
i:11non-project aid is tne minimum eG.ed to perm::c tl:e k.:..:16.s of ::.:.--eforns 
we nave been pushing for. Oui· share of that, based 1.:.:9ont: ..e 42~ of 
-~he total which we. have pledged ·c:1rou.:1h the World Bani-;: Consorti·..::-:1, 
co::.'les to $380 million. Thi.::: a.mou.i."'lt 

• is ~•rithin tl:.e .AID c'J..d[-':Et~ l~vel c,f ~~385:::.illion for -nc.::..::. 
approved by you in Jan~~~y. 

is an ir:.Jrover.1.-::mt o::-. pas·.:; experience. Uh.:.le ,;,ie ::~ve ::..n 
t· ...e pc ..... t su:9:9lied l~21~ of total Consortit.: ... 2..id to ::~-:.dia, 
we ::io.c. to put up 55~;of -~:1.a pro 0_am-:.cy~),:; lo:.n whic~. th:.s 
11acka2;e covers. 



... 
- .. _;.. ••• ..J 

2 

B'.-: tl:e Bank has ~ greed ·co co·.L."lt the ¢100 rdll::.on loan you a1.:t:_o:::::.zed 
L1 Feb:cao;ry toward the toto.L 'l':CLisreduces t·:e neeci! for r.ew r:.o-:i.ey

• cf.335 • -. , •to $800 nillion. Our she.re of -'e,nis J.S <? T!ll...'....<..J..O_~,wL:i..c.r..saves 1.,;,~ 

:sl.:.5r;";.illion. I believe thi is the ar:.ount we shm:.l<l be :prEtoared ·co 
s·oe::-.Ld.__,.__ 
T:o.cre is. a cha.nee that ,·re can do even better than th:..s. 1,fo ,.'liJnt 
be ~:ole to :,?erst:.c.d.c C2.;.1aci.c::, t::e U. :<::., Ja;_)an and the otl:er c.onors to 
let us subtract all of the $lCO mi-1.ion from our share of t~e $900 
rr.::..,-2.ion, i:·rr.ic_. i·:ou.2.;:. :::ed.u.ce o"c.:.1· co:::t1·i·0ution to $280 million. Th::.s 
is ·.:...ru.:.kely, :r.owever, oecause 

ma.YJ.Yof the other donors r.c.ve serious 
giving non-project aid. 

all of them are mee-~ing ·cheil" 1966' Conso:ct.:.u..>:1:.::,_edc;es, 
wi.1ile we are not, which r,uts us in a weak bargair.Lir. 6 
_..,osi tion. 

'.L·:-~:s,I agree:! with Dave :Be_l th~t we .s:10-::J.d st2.:ct au:~ :n.egotis;::;io:::2s 
wi"::;i.1an ol'fe::- ~280 ,·.1illion in ~1ew mo:..1ey, bu:v t:_ t ,·re ·oe :~)::e:;,e.::-ec. 
to 6 0 up to :~i15 r::il ion ii' that r,roves to be nec...:ss2.X"J. T?-~is gives 
us plenty of rocm within the Budge"., ar:.d. it is c:. :.·eason::::0:~e price to 
I_x::y for the politically cou::cageous ::::.:• .econc:-r,.:.cally sound. s-::;e:ps w::.:::.ch 
M::.-.::.Ganol.i..:. is taJdns;. I also a[;;:..·ee with Dave that ,.,e si:"_0uld ·o:::.·ovic.e 
the fi:cst ts_50 :nillion r..ow, out of fu.,_vids av..: . .:.lable t:_is fiscal yea'!:, 
L1 o::-:c:..- to reduce som~ cf ·jhe ve:.7 grec:.-::; political heat "i·rhic:i s~e 
h~s t~~cn on by a.nr.0i1;.1cing the ref o.r:1s in ~n ~le ct ion year. 

T:Ce balance of payments impact of -~ni;:: m.:..:9po:c--:; ·be reduced.,·.'ill to 
the miniro.um. by fully tyinp; n.: :)__ 1 ans -'..:o the u:.·chase 01 U.S. goois. 
We unde:cstand Secretary Fowler- is sending a separate rnerr.orana.ur:i. on 
tt.?;s. 

.:.J. 
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THE SECRETARY OF ·THE TREASURY 

WASHINGTON 

GONP'DENTI A Y. ....., 11
DECLASSIFIID .. 

Authority~,la 'IY.f/?7 , 

l1EKOPJilil)U..1 Fu... TF.E PP.ESI""ENT 
By~ , NARA, Date /f/4rA-.:1 

l.:!.c to· India 

SL.ce I becama awm.e late 12. •••• cv2.:.~i:.1.g o:i: ·:..:he 
~::.. :·:ticular terms of a.:d b::.-.ing p~o~ c,s ·'d t:o you, •• hav._ 
:1.:J.d some Ol'Y')Ortuni·cy this n: r,.1ing to cot.sider ·:::.·..:..e.::..c 
e::--rp=cssed in Dave Bell; s m~corandt::U. to you. 

I wou_d like to make tl esa ob~orvat:.on8 on tl e 
·;·•·. -. ··~·t t 1 you ...e,rr:-·-:-·7-;-r,~,-:,-.-,·<• U"" ··-o· c ,_,_,,::.n,::-,·•- "'U•·-T,_,~,...,,.,,,.,,.-.\....,: _ .-- ...u ~-- a. \a,,, ...... 0_..,.~w l.: ~i.o .... -~ .. -•l-~ !:' L. ,J .->J 

mi l::. ·:::.. Th.e appropriate :c.:gure i:.:i $3L:-3 rr.ii._.:cn 1:1.1·7:._·.:.: 

·::~:c $100 oi~--lion cont:ributio 4l made earlier bringi:..g 
-.:he 1~0~ te, $2L:-3 million .. 

l~ I·~ seems h.:gLly m:.dcoirable fc:: yc-1. 
........;,J to incrs:ese the co:.:.:i::ing,z;nt portio:..1 of. o:....:c 

o.:n amot.:1.1tt.1p to $55 million to compe:u:ia:t,:: 
£21"'; s L·_ ccn.t:ciToution:::: from 0th r mGt~bers 
co-:1001:tit::m. Forty- two percent is tb.e c;;.pi:,rop:.i.s:::e sha::e; 1 

that is wl at t~:ie u.-li'i::.:!ld Sta·~e3 shcu).d co tz-ibu·::c.. 'I'he 
?::Cact:::..ce:i indulged in by th- United ...States i11. the 
·:.~,as·..;:1of picking up any xe:...idual needs that d'2:vel'op
• ~ t" • .,,.., " ("! ~,- t . tc8cause ox ·ae Ui,wiLL-ngacss OL oc1ter cov~ ries o 

,.. • • .,, 7~ • l .. ,;. .... ,.. ,:·i:a::-:e -c:ne:z.r appropriace saare 1.s 1aro co Jus·c_:cy un.aer 
LOl.'"mal considerations It i,l;l av(c11 more d·" fficu"" t too 

d.Giend in a sit·1.1~tion where the United Stetes has o:i 

r ... aj or deficit in our balance of payrc:.;.;nts .:r.1.dothe.:c 
r..::.a..:.Jers of the consortium heve surplussG d --:c.:.vl:.tive i~ 
pert of ou:c . carryi1.1.g major b,.u:dens throughot:.·i: th~ wor:.d. 

"~o·,- ~ -1 nr""'ct-i r- -, nuM,- ~,,,,... thi ,:'.' s.,·,,tho-.,..: ,..a•;--' -,n 'I:•-:· 1 
~ - a- • Q. _t.;.t..4_ l,J.'.J ..t.;: f'-i:J -..- \;,4- .... •.l.~ -,_u 4---• 111'.;'!a.'11.that you are au::horizi':. 1g us to pay L:-8. 3 pe::ce;;~-..~ 

rather then 42 perce~·~ which is our agreed s~.a:::e. 

2o ..:,u:c co:ntriuu·;;ion sh uJ.d result .:xom· a· c.:.lcuL:::tiO'~'l 
-::::-~2t ccp.azates out ·:;::i:.;.cipal payments on debt c:u.e u::;;mbe.rs 
o::: -~he consortiu:::n a1C:. sub•i:racts them from the ·;;,:,ta.lo 'I'hcs~ 
?~Y"~~~~c are .~172 mil~ion and would reduce ~he ~otal to 

\.. 
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$728 ·:nilliono. Prorating this figu:ce in acc,)Z'd~--cc \;·7ith 
·.:::~e 1965-1966 shares wou d ~equire a UoSo c :..tribu·;:ion. 
O:-.: $3l;,3 milliOlio 

I£ '\Je do r.:ot fo..;.lo-,;, this f;lpproach. a!"!d othez- cou:.:trics 
ao follcw it:1 as tl ey a:::e like':..y to, de m.1.itC;;dSta·;:es 
wi_... be providing a pc::ccl,.1tagc of: the real econo·mic 
a~sistance made available to India sub~tant·~1~y in 
e~~ces:::;0£ its fair share. 

I m.dersta11.d tha.t the Wou,lc, Brmk .;;:greos this is en 
·-·,- •••,.op~•-i .,,~-e'l'\~r,;;-:1---d o·f ca"'.LCU a·,-···,o- ~h~-~.-:,,c,, hu'- a·oe~ ~-.-{-..._:1_..,,__ __c;.c,.._ 61..¥_..., l..,1 - • .._ 1W t..-Q ~1.,1,t,;;1,J..\iiiioW "' (... W ._.!,\,.).,.,. 

.:-::::a.t...i':: is possible to ~ott_e the debt question m.·;:.:.l 
'i:[:-3 £21 ....·who:.1.the next round comeG U)o Ti at ucing so~ 
I see l:.o re.:.oon for the Ui.1ited States to ass~..;; ur.i.ila:i:erally 
.s::.1ade:.itional bu~den in the CU:t:"rGrt round. 

t:···'.'!'""•;- <:=·.r-o"7'>·'•11"'-'t:-"' ,-,,.~o c,.,...,,_..,.,._-r-i:·c·o·i··i1-,:, ··-·--ie't'"e i.·i-: o-i-::. 
••• _~ ....... i.■ -- '·" Ii., '-''"''-- li..w "'-'i-'"-'-.,_..__ JI.; ---Ii-,;;:) t- • - - •·'-

!7:.:,:_-:_e::ai I should li~:e to make ooking to tc-::::obsc::..-vation ... 
·1· -r:u•··u---"" I··r ",.,i· _1_ ';"li""•t ~..,,,:, p•("a,.,,-1,.. ·~1~ ......,c,r:-i,~ ... '--=--,..,.,.. ·=-o.,., .:..· ,-::. 
-V- ...o-- i,.......,LMi .i.. L, Ji;.'-• .,_ 'w'I JI.-.U W'-' J,l.~'\o.,o~-v U '--, -- -• -"--'--

sto~dpoint of our bal~~ce of payments, to contin~e :L::gc 
..-,,,ao•1·n"".::- o-F no•-..-p-... o,!,"'CJ • ..,i· d ...... i·rv1-i "1 rH '!l""!)C ✓- y o•A0 •i-7-..·.r-our.r'!-,c.:...... W Low - .. J.4io ... •. 11(;. ....::, _o;__ L. ~,-..:.'-4-.-g '"'""--~ L.. .. '""••- 0 l.. 

!:..,J!,.ur:. · ss ther3 is a sub3tantial ch~_g.;;;: .:n the pe:~te~--ri 
oi comme~cial trade that give3 assur&~ce that is not 

, c·.:::::-~en•i.:ly prese..'1.t that this type of aid to India is not 
p~acing a ve~-y heavy burden on ~he UoSo bal~~cc of 
payments. 

With the removal o~ rest:-:-ict:.ot s on I'i.1.dia' s i.:::iportz 
i"JCWcontam.,')lated, it should be.;:,ome tLe joint concer_1 of 
Iudia and the United States to i..qcrease substantic_ly 
U~So cash ·cormnercial ex~ort:J to Indiao 'i'::ade mii~i.o ..:s, 
:3cv0nm8!.1t es:Eforts of ve:.:iou_s sorts, end a det:el.ui.:.:.ed 

• , bilate;z-al effort i:co.n both priyate and public sector.:: 0f 
'. __,.b,oth com1t:c.:.os ar~ indicated .. 

T.a commercial t~aae ba_ance is he~vi yin I~dia's 
favo::o Our best estim~ri..-:;s of the figur~s for 196L!-sl-:cw 
$ 23.7 million of u~s.. cormr..~Z'ctal e.~ports to India and 

\.. .GON??IDEN5?IAL 

• I , 
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$3OL:. million of commercial im::)o::-t f::om I::.di.z., Even 
though· there ~ ~s be,~n • a clight h1c:.casc ove:c :.:.·ecent 
Y ,-:::ia-r.-.in •1-h-:, r:•l,~v• 13 o·F t'hc, "(~, d-J.· -·, -·--~.- -.-~··- ma···1r'":'>·i-. ·fa11 i··--.g 

.._., -~ - '-• "-' SJ-•'-:.-."'- .,. --Co --• c. .. .L.• lc..,i...,,~- L. J_.._._i..:;._ - -- L. 

-;-o ~-· w C, -ur""i··,-pr-.......,.... 
1 s··-"" •:-,:-,,,. C......:.w1.;;.;.:,, t-he c:. --'-""-'1 ,--y '-, - .,-.~,,,..,,,n !~-"'·'- ._.... ~h"'-~e~.J..··-·r.L. C .. 1. """•"-

1 ·i c-·--a--~· ~t..\v\;;,\will... ~_..:;,!.J 

c:.;.1.--- ur sha···e of aid contribut.:ons is s·::riki'i.1.g and bom::.d 
·::o " _ the suoj ect: of increasing att:en,·::iono I:~~ •• 965 for 
exem?-e, d1.e UoSo sl a::e of the corm:nercial imp0::t ma.z-ke.t 
i:.1. L.cia wa.s estimated at 16 p~rce'i·J:t o At. the s ;;;.me time 
th0 -J.,So co~:."i::Cibution to the cc:.,sortL.:.m was 4-2 pc.::cent, 
.:r"id P~ L:.80 sales of app~oximc-.tely $l~00 millioi.1 L-1 U.S • 
.:iGca_ 1965 greatly inc::,~ased t:he u ... s. sl .ire as a 
c~:.:~:cibutor to the ····ndian economy o 

I. 

~ho$e xesyonsible for continued UoSo aid to India, 
c..:.:.:-Gctly an i:i.1db:sctly :i must do a gr~at d-~al rr.o:ca to 
-.::.~-:;..::~1ga.·~:1.is pictuxeo I. say ·;:his not Sv-Gly o..;;.t of ray 

·Q.."1.,,. , •• ...,,. -~o-~·rhe: u ,C! b,,.. ,:3•,-,.-,r., o-F ·,-;"''17rnt::.·,-)..,c• 'hu-:- - r..!-;-'~C •
"- ~-vlr;,..;... ---~-- J. '- •:,;,; o ~ .. -~'---'-"' - r'~✓ -..w:1411..c.; Ii.I '- G,...;:;, - l.. 

·:·· ·C' C'·v'\,-,-;~or .co,'" ti..""' f,.7o•.,.ldBank -.:.,•0 C'0"'S d·~·f·=i· c•~' ··-y Uw~o u ~-- - L - ~- ~ ~ • w~ ~ w --L ---

-·• ..::.::e2d. i11 essu::ing SL, adequate r~plen:!.s:1.men-:: I.or IDA. i ..1 
·:.:::_~_.1:.:;xtCo:...gr0ss. o~.c of t~1e ~oi::::s of attack is 
cG::t-.: ..::.·_1to be that a dispropo-rtion,·.·..:0 share of -DA 

/:;·u:::e:s goss to I11dia, the-reby entaili:.::.g a d.:.si~:.opoit:..cnate 
... t::::d~1. C""'!.the UoSo bal&"lCe cl paymGl-tS ..:isca";J.Se of t:-.~ 
~=all U.S. share in India 7s co!i.!C.~~cial impo~t market. 

H-v11"'-1v\Y vv'-U--~H • 71· 
Hen1.--yFI. Fowler 

• 
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PASS WHITE; HOUSE FOR ROS70W ... ·:· 

,, _,,· . 

1 .. • LATE SATURDAY -AFTERNOON I MET WITH L. K. JHA TO DELIVER 
MESSAGE-CONTAINED IN AIDiO 20l7 ·ouR TOREGARDING READINESS 

! ' ·:. 'COVER CERTAIN COt•lMODITIES \;J!TH tJCN PROJECT LOANS UP TO . 
$108 .MILLION •.. JHA \:.IAS DELIGHTED 1;JITH OUR ASSURANCE AND STATED· 
THAT IT WOULD, GREATLY STRENGTHEN r-ms. GANDHI AT ·A.: CRITICAL 

....., . frlOHENT. I-
'. :,• , [

2. IN RESPONSETO MY QUERY JHA SAID' 'THAT THE POLiT !CAL ·cc:J?LICT r r 
rWITHIN THE TO? LEADERSHIP OF THE CONGRESS PAR~Y OVER THE,UORLD ' 

. ,,. .. BANK PL.AN IS BEING _HEAVILY FOUGHT, ·AND THE SPLIT 'IS OEE? • 
• [ 

f 
PAGE TWO RUSBAE246 5 EC RE! t 
3. KAMARAJEGGED. ON BY T. T. ~R ISP.NAMAC~ARI HAS FRANl<L Y AND \ 
OPENLY EMERGE-DAS LEADER OF THE O?POS!TION. 7·.T.K~ ;INSISTS f._. 

THAT WKEN THE CRUNCH CCi~ES THE USG \.JILL. FIND REASONS NOT REPEAT [ 
.....,.,, NOT TO PUT U? THE MONEY AND THE RESULT \:JILL BE- A DISASTROUS '· 

• ,! '..• : S'ETDAC:( FOR·rHE CONGRESS ?ARTY SHORTLY BEFORE THE GENERAL . 
ELECTIONS~' ·• .. ,·y, • 

, I • 

' ' . \ 

... 4 •• KAMARAJ WITH AN EMBITTERED ToT.K. AT HI~ SIDE 8AS CONVINCED 
9::VERAL SOUTHERN LEADERS OF THIS THESIS ·AND EVEN 'FORCED 
V£NKATARAMAN9 THE ABLE· AND NOR11ALLY ENLIGHTENED ~lP.DRAS.STAT-E 

--- r-HN!S7ER OF INDUS"i'RiES i> INTO .LINS. ,' • • • • 
·, . . . .. I. 

. 5.. S. I(~ PA°!IL HAS ASSURED MRS •. GANDHI OF HIS STRONG SUPPORT 
O.\JT liIS AND OT HZR ,CURRENT ISSUES. PAT IL OBVIOUSLY SEES IN 
TH!S SITUATION AN OPPO?.TmHTY TO D~!-'EAT AND CONCEIVABLY TO ELil1-

• INATE .KANARAJ AND !O .ASSUME TO? ROLE AMONG_ORGANIZATION LEADERS~-
,... . 

·••· - .........- .-

. . . .....~ . -;' 

. ~· .. .---·• 

. . 

• •. • ...... ~<.'~---.·-· - . -· .. '.':-'i·>• .,. 
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-2- 3339, JUNE 4, FROM NEWDELHI 
~---...~.,... 

6. MR~f~GANDHI VIEWS THE OUTCOME AS CRUCIAL-TO HER' •• ABILITY TO 
1.£.~D VJDH\ AS ?R!l·1E ~I!NIS7ER. ACCORDING To-··iHA SHE fliAY BE 
EX?2CTED TO RENA!N FIR~ REG.~RDLESS .OF THE CONSEQUENCES., 

7. THE SHC~DOBN IS SCXEDULED FOR SUNDAY AND R!Gh'T NO;J TXE OUT.• 
LOO:< IS f:iQDERATEL Y GOOD. If MRS. GANDHI WINS· SHE PLANS TO ViAi{E 
Tl-:t: AN;\OiJNCErJENT• ON MONDAY :~ND TO SPEAK ON A- NATION'\:JIDE, RADIO 

?:~!GE THREE RAXBAE. 246. S tE C f? E 1 . .. ·. . I. . IXOOXUPBY THE MIDDLE OF THE ~EEKa 

2~ cmj1-iSNT: ·THE. DEEP-ROOTED POLITI.CAL toi'JFLICT 't-JHICH JHA ·oz­
scn:rBEs cm•JING JUST EIGHT [·JONTHS SZ?ORE THE NATIONAL El.i::C"i'IONS 
HAS 03V IOUS ELEf·1ENTS 07 DANGER. EQ!.·}EVER.ON THIS CRITICAL rss;;E, 
t-1?.S. GANDHI HAS NO ALTERNATIVE BUT TO FIGHT;· \:IE 'ARE FO~TUNP,TE 
THAT. SXi:: SEEViS,10. UND~RSTAND THIS. • •.. , ----~ 

. \ . . ·,. . .-----~~-
9 .. IF PATIL Et·iE•RGZS OUT 10: THE C~1SIS AS TO?. POL..!.T!CAL- LEADER I' 
AND KAi'1ARAJ FADES OUR LONGER TERr1 INTERESTS· MA·y. BE \:JELL.SERVZ:J. j· 

.' 
r:o·;·JZVE::?IT t:JOULD BE A SERI'JUS MISTAXZ 10· \:/RITE OFF KM1A~A·J AT 

,' ' .....TEIS JUNCTURE. I 
!0. SUGGZST THE UTMOST DISC:1ET ION !N HANDLING THIS INr,'O;;~lA.TION t 
Ii'J ?RIVA7E AS \:JELL AS PUBL!C COMMENTS•. THE CUR_RENTHE,Y/Y I 
ATTAC:\s ON NRS. GANDHI HAVE FOGUS:SD PRIMARILY_ ON THE C;-;ARGZ1 I. 
Tl·:::\T SHZ AND H!::R SUPPORTERS ARZ BEING t1ANIPULATED BY 1;~:E U~ IN · .. .,t 

1 

f,J:\·i DEL-;I AND WASHINGTON A1~DTHAT Y80LE WORLD .BANK PLP..HIS A 
US CONCOCTION. .NE1:JS?A?ER DO?E STORIES EITHER BEFORE OR A,F'TER t:;, 
T:-:::::MlT ICiPATED ANNOUNCEMEN".i'THAT LEND CREDENCE TO THIS .CHARGE 
VII..:_ BE SERIOUSi.. Y DAt·1AGING TO HER AND TO US. ·: •. •.•.· .. 

. , ,: ' ,....., 
ECTJLES 
Bi' 

;, 

---··-· ~:~. 

' NOTE: ADVANCE COPY TO S/S-0 AT 1:05 PM, .6/4/66. 
-~ASSED WHITE HOUSE AT 1:05 PM, 6/4/66. 
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-
. FOR. HERSELF,1s· PREPARED TO FIGHT~fJ>l~J:IT., AND HAS· STAKED HERtPOLITICAL.'FUtURE ON ourco;1,E... ___-:-,->--:--_,_,RSR 
._ . ' , ,.,;._·---., I 

·20 ANNOUNCEMENT TOOK NEW DELHI BY COMPLETE SURPRISE. PUBLIC 
. ·.cR RIOSITY ABOUT GATHERING. OF· POLITICAL LEADERS IN WHA- WAS-,.--.-
••• 03VIOUSL~ IMPORTP,NTSERIES HIGH LEVEL MEETINGS HADBEE --

'_ S.~TISFIED BY REPORTS OF DIFFERENCES OF OPINI.ON BETWEEN PLANNING. 
;AND F NANCEMINISTRIES·OF GOI RESOURCE POS!TION VIS-A-VIS 
FOURTH FIVE YEAR PLAN ·CE!ilBTEL3267). PENDING DECISION RE'.. 
D"lVISON PRESENT PUNJAB STATE 'PROVIDED ADDITIONAL PLA.USYBLE 
REASON KOR NUMEROUS HIGH LEVEL MEETINGS. GOVERNMENT'S TECHNICAL· 

;PER,•ORMANCEIN CARRYING ON HIGHLY CONTROVERSIAL DISCUSSIONS,, 
;~ITHOUT,LEAK,·SHOWEDBOT~ SKILL AND DtsoIPLINE. \ ; 

· "".·.¾. ., SECRET ·r '.
\ 

c·, ·--
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' .-2- 3353 June 6 from NEW DELHI 

\11- . . . ' . . - ••. --- ,~·-- ••~-- •-• • • ... 

3 •• f-INANCEMINISTER :CHAUDHURI~$ RADIO.BROADCAST--<REPRODUCED· .. 
TOD.i\Y IN ALL DELHI NEWSPAPERS) IS CLEAR, FORTHRIGHT EX- :: . 

. POSITION OF INDIA•s FINANCIAi..· POSITION AND NEED FOR DEVALUATION.·._:­
:ACTION. HE STRESSED BOOST WHICH DEVALUATION.SHOULD GIVE TO 
: EXPORTS AND INCREASED INCENT lVE IT PROV.IDES FOR INVESTMENT 
, IN IMPORT SUBSTITUTION INDUSTJHES. HE ALSO MADE CLEAR THAT. · .. 
' SPECIAL MEASURES l;l0ULD BE· TAKEN TO PREVENT. OR CUSHION INCR~ES~-: 
IN PRICES OF ESSENTIAL CONSUMER AND OTHER COMMODITIES,_S.UC+i~- • • ·:· 

. lAS. FOODGRAINS, FE
1
RTILIZERS, KEROS~NE AND DI~~ • f 

' • • • ' ' ' ~-..., _·__,,.:>""'""''"'""';..,'.' • . •, ; 

'RCAGE THREE RUSBAE 313 •:9 R C R ~ I • • ,· '/ 
:4. \:.i-HiLE CHAUDHURI.DID-NOT ANNOUNCE SPECIFIC MEASURES IMPORT ·./· ,; 
: LIBERALIZATION, HE DID INDICATE THAT STEPS··BEING TAKEN TO PROVIDE .1 
:-SUBST.ANT IALL Y LARGER Q.UANTIT IES OF IM PORTED COM PONE NT S AND RA.W ) 
.MATERIALS AND TO SIMPLIFY PROCEDURES. GOVERNMENT PRESS NOTV • 
'. EXPRESSED HOPE THAT WITH SUFFICIENT ASSISTANCE FORTHCOMING•• FROM ·, • 
: FRL .. NDLY COUNTRIES AND INSTITUTINS, IMPORTS CAN BE LIBERALIZED 
~ 

IN VERY NEAR FUTURE. • ,· . . 
! '' ~ 

{ 

'. 5. THE MORNING. PRESS HAS NOT YF.T HAD ADEQUATE OPPORTUNITY ·TO • • ... , 
.REACT TO THE DEVALUATION. STATEMANCAME OUT WITH FAVORABLE·.·· 
EDITORIAL. STRONG CRITICISM .WAS VOICED IN LEF'T-.WINGPATRIOT:,· r 
AND NATIONALISTIC INDIAN EXPRESS. SINCE MOST DIRECT INITIAL 
IMPACTOF DEVALUATION IS INCREASE IN COST OF' IMPORTS, . 

•C,.IT ~CISM MAY BE EXPECTED TO MOUNT· UNTIL GOI CAN POINT· 
TO CONCRETE MEASURES IMPORT LIBERALIZATION AND OTHER SPECIFIC 

, BENEFITS. ' ,· 

I ::·6 .. • \lJH!L'E WE HAVE 
! 

NOT YET HAD OPPORTUNIT.YTO 
' 

DISCUSS RE.~SONS 
. IFOR DEL.AYON IMPORT LIBERALIZATION WITH G01 -01-"FIC!ALS BELIEVE ... i 

r- t'JAY BE DUE TO SEVERAL ·rACTORS~ '. ·> ' • 

A. DESIRE BY GO!·TO AVOIDAPPEARANCE·~HAT DEV~LUAT!ON WAS· , 
TIED DIRECTL.Y _ro· US ,~P.ON.SORfD IMPORT L_IBER.~LIZATI'C~. .AND/OR 

• CONSORT 1UM ACT ION; '. · :·. .· • 
J ' 

-.,•' I 3' '\ • I: • ' I \ • ,: \ 

.,·." 
\l, ' • . \; ' 

\''
P,)iGE FOUR RUSBAE 313. ·S 'E C R E 'f · . ' 
B .. UNtHLLINGNESSOF Go'r TO. MOVE FURTHER ON LIBERALIZATION 
UNTIL PICTURE REGARDIN.G FOREIGN EXCHANGE'. SUPPORT FOR ACTION 

•BECOMES CLEARER_; 

I.CoRELATED TO <B> UNWILLINGNESS Td ACT UNTIL AFTERCONSORTIUM 
-NEETING \HUCH, ACCORDING RUMORS IN SONE QUARTERS OF-GOI, IS, ·, 

' ; SC HEDU_LE~ • FOR THIS WEEK. , .. c,, ~-··,. :.,;, .: ·: ••. ·•' \ ~'.,__, I' ,_.J 

SECRE'i' • 
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-3-· 3353 June 6 from NEW DELHI 

·. '7,, IF UNCERTf.I~JTY CONTINUES OPPONENTS. Of DEVALUATION 1:JI_L.STE~ 
' 1 ? THS PRESSUnL, ONE -0? 'PRINCIPAL ARGLlr·}ENTS OF· OPPOSIT--ION--IN 
: ,0!.JFIS£'0F nrENSr~ INTERNAL DE3ATE·.AMONG TOP LEt.DERSHIP PRIOR TO 
'.DEC::'SION WAS TK. T UHi::N Cl-ll·PS ARE D01:JNUS-'AND-OTHER CON 
'SORTIUi'.1 MEMBERS ·wOULD Ni." C0;•1E· TKROUGH.tHTH N~CESS.I\RY FOREIGN . 
·.EXCHA1JGE SUPPOPT AND THUS INDIA tJOULD BE LEFT IN THE LURCH. ' 
:·nus ARGUMENT UAS .EFFEC~'YVELY FED ·avTTK TO KAMARAJ A,1D OTHER./: 
1 HIG CONGRESS PARTY OFFICIAL ANO IS.A MAT-EROF SERIOUS CON 
· T • NU ING CONCERN. • . . / 

, // 

t8o tiHlLE THUS FAR PUBLIC REFERENCE ro·us PUSHING INDUi 10 1.Jt,RD 
,DZVP1u:TION HAS BEEN RESTRAINED 0 WE ALONG-~JITH \:JORLD BANK 
'H.l\VE BEEN CLEARLY IDENTIFIED :'1 INTERNAL DEBATE· AS PRINCIPAL 
tfiW?ONENT OF DEVALUAT!ON 9 AND !:JE CAN EXPECT-TO BECot·1E 
j}JCREASINGLY SO IDENTIFIED IN FURTHER PUBLIC DISCUSSION •. 

• , • 

,.
' . , P. GE--FIVE RUSBAF>313 -6 E C R i 1 

:.9..· T.HIS POINTS UP NECESSITY OF' US AND, OTHER CONSORTIUt-1 COUNTRIES 
, COMING THROUGH QUICKLY t.:JITH F!NANCING NECESSARY TO ·iA:,E 
. "'ViPORLKL!BERALIZATION .A FACT t~ND DEVALUATION A FULL SUCCESS. 

IF 1\DEQUATE FINANCING IS NO- MADE AVAIL'P1BLE DEVALUATiot t.:JILL,'­
BECOME POLIT !CAL LIABILITY INS EAD OF MAJOH STEP -owARD 
B ILDING CONSENSUS FOR- MORE L!BER.l\L/PRAGMATIC DEV£LOP~ENTP'OLICY 

• rnPACT ON. US POLITICAL. POSITION IN INDIA WOULD BE EXTR£rjELY 
SiRIOUS. 

:· 10~ rr, WOULD BE MOST HDJPFUL IF HE CANAGAIN REASSURE MRS, , 
:GANDHI AND HER CLOSE ASSOCIA-ES THAT IF THEY CARRY OUT REST 
'. Of- PRo'GRAM.·usFINANCING CAN BE COUNTED UPON. BEST VEHICLE t;JOULD 
BE CONFiDENT IAI LY 1'0 CONVEY. SUBSTANCE ·oF CO!-H-1IT1MENT USG· 
ffiESUMABLY HAD MADE r;oWORLD BANl<l) E·?PECIALLYIF CONSORTIUM ·. 

•MEETING IS -IMMIN~NT:. -'.· • BO~JLES:· • -' , . • . \ • . •• 
sr . , . .,. , • 1 • • •• ., • • • • • •• • 

~-·. 

NOTE: Advance copy to S/s-o' at 2.:40 PM, 6J6/6& 
Passed White-·-House at. 2 :15 PM, 6/6/66 
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BT 
SAH-£ E C R E T JUNE 08 
L 
P PASS WHITE HOUSE 
tsIA . - _,____ 
NSC 1. AT MY REQUEST I CALLED ON L K JHA MORNING OF JUNE 8 TO 
INRo.rscuss NUMBER OF SMALL ITEMS. IT BECAME M EDIATEL Y APPARENT9 HOWEVER., 

CIA'THAT JHA HAD HOPED THAT I HAD COME PREPARED-TO DISCUSS WHAT us IS 
NSODANOW READY TO DO TO HELP INDIA MORE FORWARD ON IMPORT LIBERA!...IZATION. i 

D WHILE JHA WAS PROFOUNDLY RELIEVED THAT DEVALUATION DECISION HAD BEEN 
IGA TAKEN' HE ·wA·s AT SAME T !ME DEE PL y CONCERNED THAT SCOPE AND TIM lNG 
AID OF BANK-CONSORTIUM-US SUPPORT HAS NOT BEEN OFFICIALLY C.ONFIRMED TO < 
E GO I. 
COM 
TRSY 

XMBPAGE 2 RUSBAE 492·~ g c·~ i += 
2. JHA STATED THAT GOI HAD HOPED TO PUT THE WH8LE PROGRAM OUT AS 

' RSRsrNGLE. P'Ac_KAGE. HOWEVER BECAUSE OF: SEVER IT y OF CONFL !CT O\(ER 
DEVALUATION DECISION AMONG TOP POLITICAL LEADERS~IP ANDGRAVE 
DANGER OF A LEAK, MRS GANDHI WAS FORCED TO SPEED UP HER TIMETABLE. 
AS A RESULT 9 INDIA IS NOW IN DIFFICULT POLITICAL POSI~ICN DUE• 
TO CONTINUED UNCERTAINTY ABOUT NATURE AND EXTENT OF FOREIGN 
EXCHANGE SUPPORT-FOR·IMPORT LIBERALIZATION. POSITIVE BENEFITS 
OF DEVALUATION MOVE AND MOMENTUM TOWARD LIBERALIZATION 
MAY BE LOST UNLESS WORLD BAN}~ AND OT HERS INCLUDING US COME 
THROUGH QUICKLY WITH NECESSARY NON-PROJECT SUPPORT. 

I 

3. COMMENT: ALTHOUGH WE ARE JUST NOW IN RECEIPT OF AIDTO 
CIRCUtAR X 155~ REPORTING ON· JUNE 7 CONSORTIUM MEETING WE ARE 
STILL IN DARK ABOUT WHAT SPECIFICALLY USG INTENDS TO PUT 
UP IN WAY OF SUPPORT FOR MAJOR INDIAN PROGRAM NOW UNDERWAY 

1 AND, EQUALLY IMPORTANT, WHEN. CONSEQUENTLY IT IS IMPOSSIBLE 
FOR US TO REASSURE KEY GOI OFFICIALS WHO ARE OPERATING UNDER 
WITHERING POLITICAL CROSSFIRE TOUCHED OFF BY BOLD DEV.C\LUATION 
MOVE AND WHO RIGHT NOW BADLY NEED ENCOURAGEMENT. 

--==--;4. FACT THAT INDIANS MAY READ ABOUT NEW US NON-PROJECT 
COMM-ITMENTS FOR PAKISTAN IN PAPERS TOMORROW A PRECISE MOMENT 

-SECRET 
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-2- 3384, June 8, Fro~ NEW DELHI 
PAGE 3 RUSBAE 492 -5 E C H J;; T 
WH·N US SUPPORT,HERE IS OF CR TICAL PORTANGE WILL CO>iPOUi') 
INDIAN ANXIETIES AND UNCERTAINTIES. GOI MOST EMPHATIC LLY WILL 
NOT BEGRUDGE PAKISTAN THIS ASSISTANCE; THE QUESTION IS QUOTE 
IS THE US GOING TO WALK AWAY FROM US NO/ THAT WE HAVE ACCEPTED 
TH~IR PROGRA~ AND GONE OU ON A POLITICAL LIMB UNQUOTE. 

5. I RECOMMEND THAT I BE AU HORIZED TO ltNFORM GOI LEADERS 
-- - __,. •# ✓ 

ABOUT THE ANTICIPATED EXTENT AND TIMING O. US SUPPORT FOR 
WORLD BANK PACKAGE. UNDERSTAND US CONTRIBU ION MAY BE BETWEEN 
$280 AND $335 MILLION IN ADDITION TO RECENT $100 MILLION/ 
NON-PROJECT.LOAN~ SINCE TIMETABLE IMPLICIT IN AIDTO CIRC 
X-1559 SEEMS LIKELY TO MEAN ADDI IONAL TWO \•JEEK .DELA. A1lD IN 
VIEW OF EXT REM ELY FRAGILE I 1D I N POL IT I CAL SITUATION RE UEST 
THAT I B~ SPECIFICALLY AUTHORIZED ADVISE GOI OFFICIALLY 
OF $200 MILL! ON PART I AL US CONTRIBUTION ( OR AS MUCH AS POSSIBLE 
our OF' THIS YEAR'S APPROPRIATION) AND THAT REMAINDER WOULD 
BE SUBJECT F'URT HER DISCUSSION WITH CONS ORT I UM MEMBERS AND 
NECESSARY CONGRESSIONAL ACTION. WOULD PRESENT THIS AS INTERIM 
STEP TO PERMIT GO! INITI.ATE NEW ORDERS AND _POINT TO RESUMPTION 
MAJORASSISTANCE. 
I 

6. I SHOULD THINK THAT WE COULD DO THIS WITHOUT DETRIMENT 

PAGE 4 RUSBAE 492 S E O .R E T 
TO OUR CONSORTIUM BARGAINING ·POSITION. ALSO SUGGEST THAT IBRD 
AND POSSIBLE FRG AND UK BE ASKED to ADVISE GOI' OF AT LEAST 
PART OF' THEIR NEW NON-PROJECT ASSISTANCE. ,\\/HILE BANK MAY NOT 
.HAVE DECIDED ON F°ULL !DA CONTRIBUTION IT SHOUlD BE ABLE ANNOUNCE 
$100-$150 MILLION NOW WITH REMAINDER TO BE DECIDED WITHIN 
NEXT TWO WESGS. 

7. HIGH LEVEL PERSONAL MESSAGE OF SUPPORT FROM PRESIDENT TO 
·MRS GANDHI, RELATED Tb HER BOLD STEP ON DEVALUAiION, WOULD 
ALSO BE TIMELY AND EFFECTIVE IN MAINTAINING MOMENTUM AND 
STRENGTHENING- HER HAND AT A CRITICAL MOMENT. 

GP-3. BOWLES 

ADVANCECOPY TO S/SO 6:01 P.M. 6/8/66 

NOTE: PASSED WHITE HOUSE 5:40 P.M. 6/8/66 
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• CONFIDENTIAL 

i ' . 

1. INTIAL REACTION T'O DEVALUATION,No·j~ UNEXPECTEDLY9 

ffiEVAILINGLYNEGATIVE, REFLECTING MAINLY SHOCK AND INDIGNATION 
AT DRASTIC MEASURE IN WAKE OF RECENT GOVT DENIALS OF SUCH INTENT. 

·NOW, ON THIRD DAY AFTER ANNOUNCEMENT, WHILE THERE STILL 
CONSIDERABLEDISAPPROVALBEING EXPRESSEO FROM VARIETY OF 
SOURCES, EARLY'1 SENSE OF SHOCK. ABATING AND MORE EXCESSIVE ;..,--~ 
EXPRESSIONSOF' OPPOSITION AND'F'Ef\R AR~. MODERATING. 

·- -·...__ -- ....... ·---- ·-----

PAGE ~t,JO RUSBAE LI98/ 1 G O N F I D E N T I A 6 
2 .. IN EDITORIALCdMMENT,PATRIOT ~TILL BITTERLY HOSTILE9 

REFLECTINGCONtINUING FEELINGS L~FTIS~ ELEMENTSBOTH INSIDE 
AND OUTSIDE CONGRESS. INDIAN EXPRiSS, WHICH HAQ REACTED 
EXTREMELYADVERSELYIN ISSUES JUNE 6 AND 7, CAME OUT 
WITH MUCH MORE MDERATE AND CNSTRUCTIVE EDITO~IAL JUNE 8, 
ATTRIBUTINGQTE MUCH OF HEAT THAT THIS DECISION GENERATED 

~UNQTESTATESMANHIGHLY LAUDATOY QF ACTION FROM OUTSET, WHILE 
.HINDUSTANTIMES AND TIMES OF INDIA HAVE BEEN EXPRESSING 
MIXTURE OF REGRET AT NECESSITY FQij DRASTIC MEASURE AND ~UARDED 
OPTIMISM REGARDING ITS EFFICACY. 

3. WITH EXCEPTION SWAZNNTRA, ·OPPO~ITION PARTIES HAVE DECRIED 
DEVALUATION ~POXESMEN ·THAT,MOVE. SWATANTRA ·HAVE TAKEN POSITI.ON 
WHILE DEVALUATION IS MISMANAGE~ENTRESULT OF CONGRESS OF 
COUNTRY'SECONOMY,IT COULD Ht1V2 $0ME DESIRABLE RESULTS ,. 
;lF IT ..REPRESENTEDA FIRST STEP IN A POL.ICY OF ECONOMICREALISM 

_;____:.___-

https://POSITI.ON


eONPtDENTIAL 
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.-2- 3381, June 8, From New belhi (SECTION ONE OF TWO) 
• Ri::PLACI~G DOCTRINAIRE POL'ICIES PURSUED TILL· NOW. IN STATEMENT.< • 

YESTERDAY, PARTY'S FOUNDER-LEADER C. RAJAGOPALACHARI RE .. 
PORTEDLY CALLED MOVE COURAGEOUS ACT AND CHIDED KAMARAJ'S 
REPORTZD EF'F'ORTS TO POSTPONE IT. 

PAGE THREE RUSBAE 4 98/ 1 C O N F I D ! N 'f I A L . 
~. AMONG OTHER OPPOSITION PARTIES, ~OST STRIDENT CRITICISM, 
AS EXPECTED,- HAS COME F'ROM COMMUNISTS. RIGHT COMMUNIST 
<CPI/R) CENTRAL EXECUTIVE COMMITTEE CALLED DECISION GREATEST 
BETRAYAL Or NATIONAL INTERESTS BY GOI AT DICTATE US 
IMPERIALISM SINCE ATTAINME T OF NATIONAL INDEPENDENCE 
CCPI/RLEADER BHUPE~H GUPTA USED ALMOST IDENTICAL WORDS 
IN It-JTtRV IEW IN Moscow). LEFT COMMUNIST SPOKEF'CAN TERMED .. rr 
PRICE IMPERIAL'ISTS DEMAND£ FOR ti.ID. PSP, SAMYUKTA SOCIALISTS, 
AND JANA SANGH SPOKESMEN HAVi ALSO SHARPLY .CIRITICIZED 
DECISION, STESSING PARTICULARLY F'EAR THAT PRICES WOULD · 
SKYROCKET. 

~ . 

5. WITHIN CONGRESS·, OPPOSITION TO DEVALUATION, AS EXPECTEO, 
~S BEEN VOICED MOST VOCIF'EROUSLY BY LEFTWINGERS <KRISHNA 
MENON AND MALAVIYA HAVE BEEN PARTICULARLY OUTSPOKEN) BUT. 
OTHERS HAVE ALSO EXPRESSED MISGIVINGS. WHILE CA.BINET 
WENT ALONG AT CRUCIAL JUNE 5 MEETING, FOUR MINISTERS. 
CMANUBHAI SHAH, NANDA, JAGJIVAM RAM, AND SANJIVA REDDY) 
ARE UNDERSTOOD TO HAVE EXRESSED CONCERN AT 'POSSIBLE RE-· ~.=-:-· 
PERCUSSIONS, AND WHEN MINISTERS NOT ·or. CABINET RANK -~- ' 

' •,. '·:\., •.• ' : ~,,._;;,:,-~.,,,~-- • 

_-,;.,..·· 

,. 
PAGE FOUR RUSBAE 498/ 1 -C O N F I D E N 'f, I A L 

/ASSEMBLED LATER THAT D'AY TO BE INFORMED OF DECISION SEVERAL 
INDICATED THEY UNHAPPY WITH MOVE. 

j. ONLY SENIOR NON-LEFTW ING CONGRESS LEADER TO SPEAK OUT _,.,. . , 
~GA INST" -EV~;LU,t\T_IpN_~so:_FAR~-• HOWEVE_R ~·:_(HAS~B~El(MADAA,s·~--INDUST.RIES' 
MINISTER VENXP.TARAMAN, ~1HO-WIDELY QUOTED IN PRESS.JUNE·--.,---···-~ 
AS CALL!NG IT "POLITICALLY ~NWISE AND -ECNOMICALLY UNSOUND". 
VENKATARA0AN'S PO~[TION MAY BE CONDITIONED BY HIS POLITICAL 
DEPENOENCE ON KAMARAJ, WHOSt OPPOSITION Tb' . 
DEVALUATION SECOM ING MORE W!")EL Y KNOWN. YET THOUGHT KAMARAJ. 
ST ILL REPORTEDLY UNRECONCILtD TO DE\J ALUAT I ON/ 'MAN l;JHO WE 

:w£ UNDERSTAND ADVISED' HIM AND FOUGHT BITTERLY AG.!\I,~ST IT, • 
FORMER MINFINANCE ~.T. XRISHNAMACHARI~ TYPfCALLY REVERSED 

;HIMSELF IN PUBLIC AND QUOTED fN TOD~Y•~ PAPERS AS ST~TING 
IN MADRAS THAT. "THERE IS NO OTHER t·JAY THAN WHAT 
THEY HAVE DONE".· HE WOULD or BE DRAWN OUT FURTHER. ANOTHE 
FORMER MINFINA~CE, MORARJI DESAI, QUESTIONED AT PRESS CON -
FERENCE·, DECLil~ED TO COMt·•JENTON DEVALUATION ISSUE. 

- £D:NFIDJ.HITIA=t--

) " 
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I ~3- 3381, June 8, From New Delhi (SECTION ONE OF TWO) 

7. PRIME· MINISTER HAS INVITED OPPOSITION LEADERS TO MEET 
WITH -'HER INDIVIDUALLY. AND IN GROuPS FOR EXPLANATIONS ABOUT MEASUR 

\ 

PAGE FIVE RUSBAE 498/1 CON Pl BENT I At 
THE RELATIVELY FEW MEMBERS OF CONGRESS PARLIMiENTARY 
PARTY WHO IN DELHI ARE MEETING f:VE JUNE 8 TO DISCUSS ISSUE 
AND HEAR MINFINANCE, CHAUDHURI'S· i:XPOSITIO~i. 

B. OPPOSITION EXPRESSED ON BOTH ECONOMIC AND POLITICAL 
GROUNDS. ECONOMIC OBJECTIONS CENTER ON ARGUMENTS1 CITED 
INTER ALIA FRO~·RECENT MIN COMMERCE ANNUAL REPORT, THAT 1 
DEVALUATION WILL NOT STIMULATE TRADITIONALINDIAN EXPORTS. 
BECAUSE OF .-INELASTIC WORLD DEMAND. POLITICAL. OB.JECT!ONS '-°·i 
CENTER ON CHARGE THAT INDIAN HAS SOLD OUT TO WESTERN PRESSURE: 
IN ORDER OBTAIN AID. 80TH -OF THESE ARE FAMILIAR . 
REACTIONS, WELL CALCULATED TO APPEAL TO WIDESPREAD 
IGNORANCE AND EMOTIONALISM SURROUNDING THIS ISSUE. 

9~ MORE RESPONSIBLcELEMENTS CONC~NTRATING THEr-'R".-MISGIVINGS 
ON FEARS Or RUNAWAY PRICE RISES, STARTING WITH IMfORTED 
COMMODITIES AND THOSE WITH IMPORTJ::D ·coMPONENTS, BUT • • 
LATER ENGENDERING SYMPATHETIC RI$~S IN WHQLLY INDIGENOUSi COMMODITIES. SUCH FEARS HAVE NOT YET BEEN MODERATEDBY SUCH I 

I REASSUANCES AS THAT GIVEN BY MIN fINANCli: _CHAUDHURI AT HIS · . 
I JUNE 6 PRESS CONFERENCE CEMBTEL 3~5-;7>~ - . ·-: ·. . . 1/ 

I 
I
I 

BOWLES .· . , -~• . \ •.. , .. - . -./..:..........., 

_90Nr·I DENTIAJ.r 
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~ZACTION TO DEVALUATION 

RE;;: EMBTELS 3340, 3353 AND 3364 

.J. THESE FEARS HAVE, IN FACT 9 BC:EN FANNED BY RUMORS OF 
:r:1 G~ PRICE INCREASES AND DISAPPEARAl~CE OF STOCKS SPREAS •. . 
BY PREYU AND PUBLIC DURING TWO-DAY TRANSACTIONS HOLIDAY, ---~ 
JUNE 6 AND 7. OUR DIRECT OBSERVATIONS TO DATE IN DELP.I ·~----~ 
INDICATE THAT SUCH REPORTS EXAGGERA ED. SOME MERCHA--os-~ •• 
P8E INDEED ATTEMPTING TO PROFITEER BY CONdEti.LING--STOCXS ' 
P::~DRAISING PRICES OF INDIGENOUS PRODUCTS <MATCHES, SOAP •. •,. 

PAGE TWO RUSBAE 498/2 C O N r I. Q ~ ~ T I A L 
AND. EVEN FRESrt VEGETABLES) AN!::> OTHERS ARZ RELAYING TO 
CUSTOMEi1S THEIR FEARS -THAT WHOLESALE PRICES WILL RISE 
S 1FFICIENTLY TO SET OFF RETAIL PRICE INCREASE~'.OF AS 
MUCH AS 15 PER CENT IN MANY LINES. ON J~NE B, WHILE ATTEMTS ,·

• ..
AT PROFITEER ING ST ILL CONTINUING, PUBLIC APPARENTLY BE COM ING 
IMRESSED BY SIGNS OF STABILITY IN BUJ._LI_ONAND STOCK M,~.RKETS. 
THESE 'HAD RISEN SHARPLY IN UNOFFICI~l,.. TRADING DURING'TWO . 
DAY HOLIDAY, BUT F~LL ON Jt;;~i:: 8 TO Lf£VELS 3 T0.10 PER CENT 
ABOVE PRE-OE.VALUATION AND ARE EX PECTE:D STABL IZE FURTHER IN NE·XT 
FEW. DAYS. ~- • 

11. IN ADDITION TO MEASURES ALREADY TAKEN TO MINIMIZE PRICE. 
INCREASES ESSENTIAL IMPORTED CONSUMERS" GOODS 
CEMBTEL 3358, PARA 4), GOI TAKING OTHER STEPS MAINTAIN , 

•I. 

https://INCREASE~'.OF
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-2- 3381, June 8, From N€W DELHI SECTION TWO OF TWO 
REASONABLE PRICE STABILITYo .~CCO:WING TO JUNE 8 PRESS, 
T\11 0 CABINET MINS CS.K. PATIL ,N!J SANJIVAYYA) BEING SENT TO 
BOMBAY AND CALCUTTA, RESPECTIVELY, TO PERSUADE MANU?ACTURERS 
Of CONSUMERS' GOODS WITH IM ?ORT ED COM PONE NT S . <VEG ET ABLE OILS, 
SOAPS, HOUSHOLD APPLIANCES ETC.) TO HOLD.PRICE LINE TO EXTENT 
POSSIBLE. • 
'ANOTHER PRESS REPORT SAYS GOI PLANS ISSUE ORDINANCE IN NEXT 
?EW DAYS PROVIDING STIFF F'ENALTIES, UNDER DIR, FOR PRICE 

PAGE THREE RUSBAE 498/2 C O N F I D E N T I A L 
P20FITERRING AND BLACK MA XETEERING~ PRIM IN IS ALSO REPORTED'· 
TO H.~VE TELEGRAPHED STATE CHIEF MINS INVITING THEM TO IDENTIFY 
AR£AS OF SCARACITY IN ESSENTIAL CONSUMERS' GOODS SO THAT 
CENTRAL GOVT CAN TAKE STEPS DIVER~ STOCKS TO .STABLIIZE MARKET. 

~ j I 

12. THERE IS STRONG.LIKEL-HOOD THAT OPPOSITION AND MIS- ~· 
GIVINGS ABOUT DEVALUATION WILL MODERATE FURTHER AS··TIME ---- __,.,,;;-­
PASSES AND DIRECT OF PREDICITIONS FAIL TO MATERIALIZE. ,.-
EARLY ANNOUNCEMAIT IMPORT LIBERATIZATI-ON <PROMISED. WITHIN 
TWO WEEKS) ·SHOULD PROVIDE FIRST IMPORTANT.CUSHION TO SHOCK. 
OVER LONGER TERM, FURTHR BENEFITS SHOULD ACCRUE THROUGH· • 
RESUMPTION INDUSTRIAL .ACTIVITY IN WAKE INCREASED IMPORZV. 
Ir IN MEANTIME GOVT SUCCESSFUL AVOIDING STEEP GENERAL PRICE 
RISES, SHOCH OF DEVALUATI N UMOULD GRADUALLY QUIET DOWN 
ALTOGETHER. BOWLES • • 
Br 

• 
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lo S K. P.(\ IL CALLED A- Y OF ICE . 8 TO DISCUSS POLITICAL 
SITUti.T O FOLLOWING S GAND •s ON ON D VA ON. 

2. PA I S A ED· HAT 
- ~RAJ"S . .. : URE TO ASSOCIATE HIMSELF·WITH 

JRS GANDHI·s DECIS ON s L KE~·: -·o H VE PROFOUND PO ITICAL 
niP !CAT ONSo I HE STAYS O:'\ A~ CONGRESS PA TY RES DENT I WILL 
E INCREASINGLY CLEAR AT :'._ E RC!SES ONLY A MA~ INAL NFLUENCE. 

IF RES GNS THERE S A D 11 • ER 1 0r A SEl~OUS 'pr, T PL IT.. PATIL 
V S Y EXP C S O B NE::-!J P IT C LY FROM T IS S A I O .. 

o PATI S A ED THAT HE LLED O MRS GANOHI SA URDAY TO ASSURE 

PAGE 2 i USBA 460 -€ 0 N F I D E N T I A t 

'ADE 

• R THAT H STOOD SOLIDLY B HI. D ANY DECISION SHE C ,OSE TO MAKE. 
"OLD H_R HA WH LE JE DID'N: FULLY UNDERSTAND THE TEOH~ CAL. 

r,•p ICA 0:1!S OF THE DEV~LUA ION P AN HE WAS PREPARED • AKE 
R WO·D O TS SOUNDNESSo PA IL STRESSED THAT HE HAD 

H S DECIS N AND SHE COULD DE?E ·o ON Hhl. 

o PATIL'S PRIMARY CONCERN NOW IS THE PRICE OF DOMESTIC-PRODUCTS. 
RISE IN SUCH ?RICES UOULD HAVE SERIOUS POLIT CAL · 

I1P !CATI NS AND EVERY E•FOR MUST BE MADE, HE SAID 9 _ TO HOLD 
L NE; HE WC(DERED F ·~· MIGHT BE POSSIBLE TO MAKE S01E 

ADJUST EN""' If\ PRICE O , IS f00l) GRAINS TO RELIEVE S01E OF THE 
BUR EN • G ·s Erro·rs EEP 00D PRICES/ST ADY. 

5o PAT S ED .KA BOB WAS Al UPRO R OVER "HE DE-· 

DECLASSIFIED 
E.O. 12356.Sec.3.4 
NLJ -

£-6 , NARA, Dab!9·&·q~ 

-----=G=O=NF=-=ID;:;_;;E=~_;;ff;....;;IA=··.:,~;~;·,-,_;:j:~'->~:.•"· •.·(])~=L'-----•-·.- .. ,,. 
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VP.:..UAT t-.; NOUNCEMENT OOXING . O. \'!ARD O TH IC1 AND HE lJ/AS ~O 
A.3S1GN ,:;-,,- RS .GANDW HAS GlVEN I'.'-l -o AMP N DOWN CRITICISM 
, hL E. 

6e PAT PLANS • LEV FOR -H US N JUE 2 TH ND GO DIREC LY 
TO BOS .ON CL NI FOR A CHECK U? ON H S T HR O A CONDIT I ON • HE • 

D NOT BRING 
HE TR 

ECESSARY 

P UEsr·o· □- OUR FINANCIAL ss STANCE 
GAT HE S BEING Pf\I!) FOR B TH GOI. ALTHOUGH 

ONG APP ECIA DEPT SH PI~ QU CKL 
.ND I 

r 

P "E 3 RUSBAE 460 -6 0 fq P I l3 E 
N NG UP POSSIBLE NANCIA SUPPO 

1~ T 
CDEPTEL 2399). 

-3. ow S 

• 

CONFIDEN':!'IAL 



1966 
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45 UNCLASSIFIED 
Action rNNN.NFJJ632DSB9~ l NDA 159 • - ·• 

RR RUEHC 
NEA DECUOSND 745 1641450 

12580!ZNR UUUUU 
Info • R 1314452 JUN 66 - - June 13, 

ss 1F'M [AME:1BAS5Y NEWDELHI) -.----· 12: 50 p.m.
I TO RUEHC/SECSTATE WASHDc[34·3g]. 

SP !INFO RUFJKP/AMEMBASSY KARACHI 1096 •·• 
L 
\ 

,RUF'JKP/A'.1EMBOFF RAWALPINDI 332 • , 
ST ATE GRNC • .iH I 

BTp 
, UN~LAS JUNE 13

USIA 
NSC fREF: EMBTEL 2889. J 

INR 
\ 1IN HER SECOND ~ERSON-TO-PERSON BROA~CAST TO NATION EVENINGCIA 

·JUNE 12, PRJMI~ GANDHI DEVOTED MOST OF HER TIME-TO-AN EXPLANATION'.NA 
OF DEVt1LUATION AND ITS EFFECTS.·'.\_ FOLLOWING SUMMARY MADE FROM 

DOD tOrFICIAL TEXT, WHICH CARRIED ALL MAJOR NEWSPAPERS THIS MORNING: , . . . AID . • , . , . J 

STR ~1• DEVALUATION •. DECISION'TO DEVALUE WAS NOT tASY; TAKEN ONLY 
·AFTER MOST ANXIOUS 'AND SEARCHINbCONSIDERATION. R.ESOLUTE . ' E 

tACTION WAS.·NECESSARY. bEVELOPMENT IS AT STAGE WHERE POSSIBLE to ,.
AGR RE~ISTER LARGE GAINS, YET DUE TO COMBINATION • •. ,
CEA ·,\ 

COM 
. \ 

/ 

FRB I ' 

,PAGt·~_RUDSND 745 UNCLAS ,TRSY 
OF '. t.i f.. tU'lST ANCES PLUS WAR AND. DROUGHT ECONOMIC GROWTH ALMOST

XMB HALfto: GO! D.ID NOT ACt UNDER FOREIGN·PRESSURE. DEVALUATION 
., . ONLY A START. -HARD, SU-STAINED, DISCIPLINED EFrORT NEEDED TO ACH·, .. 

RSR • IEVE SELF-SUFFICIENCY., DEVL'JAT ION WILL HELP CORRECT SOME ors-~'"'----
TORTIONS, BUT IS NO MAGIC CURE. IT SHOULD· INCREASE ;_N-VES"fMENT 

.IN'EXPORTS ANQ.. IMPORT SUBSTITUTION. . '.>---< • 

2. LIBERALIZATION. ·,. INCREASED NON-PROJECT AID ,.WILL MAKE POSS- • • 
tIBLE SELECTIVE~tIBERALIZATION OF IMPORTS, THUS PERMITTING FULLER' 
•UTILIZATION OF .INDUSTRIAL CAPACITY AND REDUCTION COSTS. ELI-/ - , 
\MINATION OF '"UNNtCESSARY ANQ, IRKSOME CONTROLS'.' -ALREADY UNDERWAY. 
:-URGENT ACTION BEING TAKEN TO RELIEVE CRiTICAL SHORTAGES TO AVOID. 
LAY-OFF'S AND. SHUT-DOWNS. . • ;., • 

,, ,✓ 

~3- • PUBLIC SECTOR~ D)SCUSSIONS TO BE HELD ON IMPROVIN'G . , 
WORKING ·OF PUBLIC SECTOR. THERE MUST BE ADEQUATE RETURN ON. R$._,,._ 
2,00~ CRORES INVESTED. PUBLIC SECTOR EXPANDING AND HAS • 
LEADING ROLE IN DEVELOPMENT - PERFORMANCE MUST· IMPROVE·. • . 

,GOVERNMENT MUST ALSO ·usE .Sl\lLL, DRI~E. AND ·.IN.ITIATIVE OF. SMALL-
I SCALE ENTREPRENEURS. ' • .. . • . ..:'.. .-, .,._, .~ • :w--. ' 

•• • •• j" -~ ._ ... '-

UNCLASSIFI~D 
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- ~-·'--T," - -~ .. -: ~ • 

'• 

.. 

f:~G~P~I~~~~N □ Lr;~L~N~t:~IFICATJON FOR PRICES OF NON-IMPORTED., 
!ITEMS-TO RISE. GOI WILL DEAL FIRMLY WITH PROFITEERS. ASSURANCEF 
'FRO~ RESPONSIBLE HAVEBEEN RECEIVED.MANUFACTURERS GO!· ENSURING •• 
tREASONABLE RATES FOR FOOD, VEGETABLES OILS AND KEROSENE. • 
I OPENING OF. CONSUMERSTORES1A:;o FAIR ·TRADE SHOPS TO BE .STEPPED •• \; 
·uP. CONTROLROOMTO.BE ESTABLISHED TO IDENTIFY PRICE RISES AND 1 

SCARCITY CONDITIONSTHROUGHOUT COUNTRY. 

5. ECONOMICPROSPECTS. RAPID RISE IN PRODUCTIONAND EXPORTS 
PLUSMORE AID, CANBRING INDIA TO STAGE OF SELF-GENERATING 
GROWTHIN 10 YEARS. MUST AIM·TO TRIPLE FOREIGN EXCHANGE 
EARNINGS. EXPORT BASEMUST BE WIDENEDANDIMPORT SUBSTITUTES. 

'DEVELOPEDTO IMP~OVE BALANCE~.OF TRADE. 

. 6. AGRICULTURE. WITHTHE ONSETOF THE RAINS 9 AGRICULTURAL 
OPERATIONSWILLBE IN FULLSWING. -SEED, CREDIT, BULLOCKS, 
FERTILIZERAND. PESTICIDESMUST BE PROVIDEDTO EACHFARMER. 
AGRICULTUREIS FOUNDATIONOF ECONOMY. THIS YEAR'S SCARCITY MUST 
NOT IMPAIRNEXT...~.:'f_.EAR"S CROP. I 

.7. FOURTHPLAN. PLANNING MUST BE METICULOUS; IMPLEMENTATIONS 
QUICK AND EFFICIENT. TRIBALPEOPLES; HARIJANS, LANDLESS AND 

I, 

PAGE 4 RUDSND-745 UNCLAS 
OTHER WEAK SECTIONS MVST~AVE ~EW-DEAL. POVERTYOF COMMUNITY 
WILLBE DEFEATED BY UNITED AND CONSTRUCTIVE ACTION OF INDIVI• 
DUALS, PRIVATE AGENCtES,ORGANIZED GROUPSAND GOVERNMENT~ 

I 

8. DIVISION PUN.TAB. UNANIMOUS RECOMMENDATIONSOf OF COMMISSION 
ON REORGANIZATI·ON OF' PUNJAB WEREACCEPTED.',.i ; . . • . .. ,'f.~ ...~ 'h ~. 

!,-J 

DEC I SI ON TO MAKE ·oHANDI GARH UNI ON TERRITORY AND CAP IT AL OF ·· ,:,.r~.:, 
BOTH HARIAN A AND PUNJABI SUBA BOTH' NECESSARY. • • 'AND WORKABLE. -t:·-£.~ 

GOODWILL NEEDED ON BOTH-SIDES. ' 1/ q; •• \ 
I • l ,·'·.'I 

9. FULL, TEXT BEI,NG POUC.HED' , ·_\.\-:._.! ;L·. . . ---~.c;.-••-- ·~t~t~ 
• ... .. ~ •~·".,? 

, BOWLES • - • • • -\ • • .. -~ , v·,:•\ ( ' 
, I ;r' • ' '\ ., /, - j"t_'.JC'fi'!t• 

.,'.BT ;;1" . 114, .. 1,,,·:"7 

;/ • - ,1::i. 
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DEVALUATION AFTERMATHCIA 
NSA · 

RE"Fs EMBTEL 3381DOD I 
AID , 

I 

1. DURING PAST SEVERAL DAYS, INTIAL FURORE OVER DEVALUATION 
STR HAS SUBSIDED FURTHER, WITH FEAR OF INFLATION EMERGING AS MOST 

~RSISTENT AND PREVALENT NATIONAL CONCtRN. THIS CONCERN IS E 
SHA·RED AL IKE BY SIMPLEST VILLAGERS,. SOME OF WHOi~REPORTEDLY• AGR' · THINi< PAPER CJ,JRR-ENCYHAS BEEN DEBASED IN TE,jMS OF lNDIA COINS,COM,. AND BY SOPHISTICATED BUSINES$MENAND.roLJrlCO•ECONO~IC 

CEA ,, ' ·; COMM}!:NTATOR~, WHO RECOGNIZE THAT EYFlCACY"'OF BITTER~ 
GRB' 
TRSY· • 
XMB t 

I ,, 
i 

.;t>EVALUATION FULL HlNGES TO GREAT D&GREE ON CONTAINHENt·-· OF·-- :-7 
.,N,LATION. • •RSR 

Ir.2. THERE IS, TO BE SURE, CONTINUED SNIPING ijEGARD,ING TIMING • 
;AND MANNER Of ANNOJ;NCEMENT. C8i'1P~AINTS ARE Al.SO DRIBBLING IN 
1TO GOI FROM··-COMMEROt+AL INCJJR SOME ELEMENTS WHO STAND TO 

• •DEGREE CURRENT LOSS FROM APPLICATION ·ON·f-oR ANOTHER A;SPECT • I 
'DEV_ALU')J ~ ON AND ACCOMPANYf,NG MEASlJRES~ OiPOSIT I ON PARTIES BOTH jl 
LEV,T AND RIGHT ALSO CONTINUE INVEIGH AGAI.NST. MOVE, THREATENING -~·' ·OOGANIZED AG IT-AT I ON, CENSURE MOTIONS .WHEN ·pA.RLIAMENT • • 

\ ·CONVENES, ETC. THESE ELEMENTS, r't\'RT lCULARL Y LEFTISTS, SE !ZED ~j 
'UPON WRITTEN STATEMENT BY MIN FINANCE C.HAIIDHURI TO CONGRESS 1 

.'.PARl.IAMENTARYPJ)RTYMEETINGCREFTEL, PARA 7 THAf QTE ACTION ·1 
tCRE DEVALUATION) COULD NOT BE POSTPONED AS ALL FURTHER AID 
1NEGOTIATIONS HINGED ON IT UNQTE AS ADNlSSION,1)£\#Al.,UATldN . ,,) 

LIMITEDOFF'IGI AL USE1 
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''.•. '.'.-2- 3455, JUNE 14, FROM NEW DELHI 
• s0LEL Y RESPONSE TO PRESSURE FROM AID DONORS. I . 

I • 

..J.. WHILE RE SP ONO ING OCCASIONAL Y AND IN RE LAT IVEL Y MODERATE 
TE·RMS TO SUCH SECONDARY REACTIONS, GOI SP:Ol<ESMEN HAVE CHOSEN 
TO.CONCENTRATE MAIN ATTENTION ON .INFLATION THREAT. THIS 
SUBJECT FEATURED MOST PRCA"IINENTLY IN PRIM IN'S JUNE 12 RADIO 

I 

. ' 

·),3ROAOGAST <EMBTEL 31\28>, IN MIN FOOD AGR SUBRAMANIAM'S ·juNE 
• "10, STATEMENTS TO NEWSMEN IN HYDERABAD, ANO IN MIN FINANCE 

'CHAUDHURI'$ JUNE 13 REMARKS AT NA INFORMAL MEETING OF CONGRESS J 
J'.PARLIAMENTARY PARTY FROM THESE S17ifEMENTS, IT APPflfiS 

FOLLOWING MAJOR STEPS TAKENOR PLANNEDIN ADDITION TO i 
'• ' : 

'>, tHOSE MENTIONED REFTEL PARA 111 

,. ,,.-.__• . A. ~UBRAMANIAM ANNOUNCED FOURTH PLAN COOP-STORE PROGRAM 
WOULD BE ACCOMPLISHED ENTIRELY THIS YEAR, INVOLVING ESTABLISH• 

~MENT laJ0 WHOLESALE CONSUMER STORES, 100 RETAIL CONSUMER 
· ',, • •. 'C,OdPERAT IVES, AN0 UP TO 50 GOVERNMENT DEPARTMENT STORES IN 

·: URBAN AREAS. <MIN FOOD AGR SOURCE CONFIRMED TO EMBOFF WORK • 1 
.•.. ACTUALLY UNDERW·AYTHIS PROJECT.> SU BRAMAN I AM ALSO QUOTED ~1-

,. BY MEWSMEN AS THREATENING CONSUNER GOODS LEVY, IF NECESSARY, 
• .1\PPL YING TO SUCH ITEMS AS SOAP AND COSMETICS, WHICH HAVE 

:_~,',' BE<;:OME SCARCE SINCE DEVALUATION • 

. ·4. B. ALL THREE ~POKE SM EN FORECAST CONTROLS AND JtUN IT IVE . __...,_. ;{i 
,,, ACT I'ONS ~ r,.s' N'F:'CESSARY, 'ONDiR t.55ENT IAL COMMOD IT IES ACT~ OF j 

1 1,55, RATHER THAN DIR,. AS-INITII\Ll. 'l SUGGE$TED" REFTF1t/ .PAflA 1 
:1:,q• • ONE PR~SS _RE.,P9~l'., AS YET UNCO'NFIRM~D/.STAES THAT - *· ~ ~ · 1 

, : 'CENTRAL GOVERNMENT· TO STATES TO 
1
•"HAS ALREADY DELEGATED P'OWERr-, 1_, 

• •• 'tAKE ~ACTION UNDER 1!>55 ACT. .'\ 

i 
\i., 1t...&.•- --- ' _,,.J 

' re. OKAUQHURI,QUOTED AS SAYINGTHA"f THREE-MAN CABINE_t· -· ·---.--..-
, SUB-COM'MITTEE, ~LONG WITH STAFF' ASSISTANTS, MEE.TING DAILY 1. 
; Ul QTE CONrROL-ROOM UN'ol'E T'YP'E O?ERAT I Pr. 'f.O SCAN R£PORTS ON I 
',P:fUCE MOVE'MENTS AND CH/.IRfANTI-INF'LATION MEAS4HtS. • 
I ' . , Io:CHAUDHURI ALSO ANNOUNCED PEND ING APPOINTMENT OF QTE COMMISSI ONER-
.OF .CIVIL SUPPLIES:.UNQTE AT CENTER TO CO.ORDINATE •AND SUPER-
V.ISE:MEAZ).mEs FOR-ENSURING SUPPLY ESSENTIAL· COMMODITIES AT~ J 
·FAIR PR"i'CES. : 11 

I 
I . I 

•.4. WHILE GENERALIZED INFLATION FEARS STILL BEING FED BY S1TORIES j 
•. • SHARP PRICE RlSES AND SCARCITIES, ONLY INDEX ·AVAILABLE COVERING I 

.. ';PERIOl1,,SINCE lNFLATION .<WHOLESALE PRICE INDEX OF BOMBAY, .• .., 

' LIMITED OFFICIAL USE , 



II 
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. . .· ·-3- 3455, JUNE 14, FROM NEW DELHI 
. ··:,:·'''NEWSPAPER, ECONOMIC TIMES) SHOWS MARGINAL RISE OF' LESS THAN 

•• , •••. NINE-TENTHS OF' ONE PERCENT IN WEEK ENDING JUNE I 1. GOLD BULLION 
• • ; , ~ICES BOTH DELHI AND BOMBAY 'wEnE STILL ON JUNE 10 STILL SOME 

' ··,.·; .. l~!.'TO 1~ PEHCF.NTABOVE PRE-DEVALUATION LEVELS, THOUGH F'AR ' . t • • .. •• ~ELOW SHAH? INCREASES REGISTERED ON FIRST TWO DAYS, APPARENTLY ,i 
REFLECT ING PERSIST ING RUM ORS OF' QTE DEMONETIZATION UNQTE 

: ' .(EXCHANGE OF' HIGH-DENOMINATION CURRENCY) WHICH IS CAUSING HOLDERSl • 
' • ... or QTIS BLACK MONEY UNQTE NO BID UP PRICE OF GOU>. STOCK MARKETS, j 

, . ·ES.PECIALL Y IN BOMBAY HAVE REACTED RATHER EBULLIENTLY IN WAKE 
.. DEVA LU AT ION, ALT HOUG HIT NOT RPT NOT CLEAR WHET HER INCREASEa 
.:· : TRADING REPRESENTS GRUDGING FAITH EFFICACY DEVALUATION OR 

, , .:/·· .. ·~DGING -AGAINST INFLATION. 

' •..:··.~~:'.(:. 
!\ ··:·.-, J • .... 

~ ;'r. • • p, • ~. . .: w .. ~ , . -· 

::\·.,,~".::\t;. GOI CLEARLY TAKING INFLATION THREAT SERIOUSLY,-BUT IT-----~-7 
: • ~~jo EARLY TO JUDGEWHETHER ABOVE-MENTIONED AND PROPOSALS ~ACTIONS 

·.1· i WILL BE EF'FECT IVE. PUBLIC STATEMENTS DO NOT RPT NOT YET SEEM , 
•. i ,, to HAVE QUIETED WIDESPREAD FEARS THIS SCORE, ALTHOUGH REITERATION 1 

,· • • • OF PRINCIPLE THAT THERE NO RPT NO REASON FOR PR ICE RISE 
.... :-: ; DOME ST IC GOODSMAY HAVE ST IFrENED CONSUMERRESISTANCE AND 
:· ,,1' .. fOHESTALLED PANIC BUYING,OF WHICH THERE SCARCELY ANY EVII;)ENCE 

..... ·.: 50 F'AR. IT ALSO FAR TOO EARLY TO TELL WHETHER FISCAL. MANAGE•· 
• ::. : • MENT, WHICH MORE CRUCIAL IN CONT/HNING INF'LAT tON T.HAT PRICE 
•• • _.-;· CQN,THOL ~iEASU~ES, WILL BE ADEQUATE <PHIMIN HAS S~ID SHE WILL 
, ·\ .• ··•SOON ADDRESSSTATE- CHlEF MINISTERS ON NEED FOij F lNANCIAL 

·, \,, '., <01 sc'1 PL I NE ) • ' ~~' j 
I> •:• I,••1,: ,, ,i 

,· ... • :·~. FAJRLY THOUGHTFUL EDITORIAL JIJ1',E 14 5-rATESMAN PERCEIVES· 
' .'. POT ANT I(r PROBLE:f'i OF C'OURTI ~lG DIS It.Li.)SI ONl".lENTrT HR QUQ-HSJR mm 
• '.· 1GOVT-.REASSUHANCE""S OF ESSE~TI1,LS W;(tt.:·,i'OT RISETHAT-PR-ICES 
• , ~HEN, B.OTH1 B,:CAUSE Or 13lDE EFrECTS DEVALMAIION AtiD CONTINV~N.p 

·;, U~rLAT lONARX TQEND RECENT" YEARS, SOME R !SES PRQ,BABLYJNEVIT ABLE. 
•. WE AG~EE,, BUT~ F'EEL GOI WILL HAVE:,.;,GQNELONG WAY~TWOARDOVER• 
•. i·COMING o·BJ~CT-IONS TO DEV:ALUAT I ON-ANO·-PRESERV ING (.\'.GES ,, ADV,.,"\NT , • 
· '·THERf.OJi IF' lT CAN RESTORE INDIJSt'RIAL A/;1'-IVIT)' AND guRV-IVE:--,_<'-· 

'·, '1COMTNG PERIOD WORST Jo·o_oo SCA~fJI-TY WITHOUT UNDUE RISE PRICE 
;.LEV.tL·CONSUMER GOODS. BOWLES ,,.,- , ... 

;,•, 

. •·... 
LIMITED OFFICIAL USE· 

. ,' I 
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..s;r 
ACTION: AMEMBASSYNEWmm PRIORITY .@4~7)

I?fFO: AMEMBASSYRAWAiiPINDIPRIORITY 55 
AMl!!t-!BASSY CE KARACHI PRIORITY • 

1. The President has approved the following ts position regarding aid to 

.,,, India: . 

(a) We accept tbe requirement of $900 m.'ll non-project aid. as calculated 

by the World Bank.; (u.s. $100 mil commodity loan announced by VP 1n Febr. 1s 

cqunted toward this total), 

(b) we are pzepared to negotiate an i.nmediate non-project. loan ir.. the 

amo~t of $150 milJ 

( c} we are prepared to make f'urtber non-project loans to J:nd.1.a af'ter 

Con2~"essional action 1n order to meet share 1n financing India's non-projec~ 

··al.A l'e\~rements f'or the -year., and Xliitive now contemplate an additional. loan 
·, 

1n the amouµt of $130 mil. This latter loan woUld be subJ~ct to Congl.«essional. 

action. Wenowcontemplate that th1S would complete our ~tr11:ut1on bring:tng ,· 
.,.. 

• • . tJ.s. total to 4380mil or 42 ~rcent, which U.s. sbal'e recent years total 
'\ 

pledges. 

2. As a fal.1 back position, the President has further authorized us to 

increase. tbe contingent portion of our contribu.tion to be provided e.:f'ter Con­

gressional action, by· an amount up to $55 mil which could be financed by AID., 

'• ------------'---~---------------------Telegrophlc trPoalMion and 
NEA - William J. Handley~/SOA:mBchnei~r:thp · clauiflcation opproyecl by, 

I 
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or by a combination of AID and Export-Import Bank resources. This total 

package assumes India sustains economic liberaliz~tion, avoids arms race 
• ~ 

and pmcp pursues peace on sub continent. 

3. Subsequently, Macomber conveyed to Woods points (a), (b) and (c), 

further qualifying (c) as subject to appropriate burden sharing _by other· 

donors. Woods indicE:ted he did not expect have word from British.regard• 

ing their contribution until June 15. By that date Woods estimates conQ 

tributions of US, UK, Can~da (which he now contacting) and Bank will 
J. 

total somewhat over f)7001 mil. He plans to convey this figure to IndianE 

June 15 noting US conditions of. .. Congressional action and appropriate 

burden sharing. 

4. ~~ position as we understand it is that if Indians require 

itmnedia te response to their query regar11ing resource$· to support reforri.s: 

figure of $700B mil is best Bank can do at this time. Additional 

contributions will take more time. 

5. Principal problem Bank has encountered so far in rounding up 

contributions has been with Germans. :·Joods has informed us in confidencE 

that in response to his latest query German Minister of State Westrick 

(please protect both sourc~) ,..,.s replied as follows: 

''We are, as I ~xplait\e.l to you.c collaborators, in very hard 

budgetary discuSi~ns. It se~ !:o~ :t.possible to come to 4 fia•l 



decisio~~ r~dlAg th:eaid for India within short 1:ime. I hope that 

we will continue in principle to support the Indian economic development 

but we cannot give assurances at the present time." 

6. Bank as yet has no report from Japanese who next most significant 

1--
contributor. Bank meeting June 7 asked early report frqm all including 

~ . '.A'°:· 

l __::; smaller donors but no reports yet in. 
f :2. 
r ::. 7. "tn our view ;~Ui $700 mil figure is far from what we or Indians 
I ~~ 

had hoped fo1.·, there is: reasonable prospect for reaching goal of $900 • 

mil given time.. For example» if, on· top of $700 mil· from Bank US Canad. 

and US, others only match their last year non-project pledge the total 

would be over $810 mil. Ob,1iously Hll look for increased non-p1:oject
; .'. 
i •.. 
I .'' 
I • .1 contributions from others, particularly Germany, Japan and Italy. 
r. 'r 

I· 

Principal problem, of course, is the Germans and it is up to Indians, 

at least in the fir.st instarlee)) to press the Germans for early 

adequate contri.hutioll. We Ar6 illBking this point to Indians hereo 

.Japanese are also rather unknown factor since .Bank has not yet made 

ser-ious individual effort with themo 

8. Above information is .FYI fo~ the present. White House has 

i ...f: authorized us to convey points (a), (b) and (c) to Indians, but we 

believe we should defer .~k·is tianl aft~r Bank has given its overall 

response.,· We will no.tify 'fOU. by IHMEbl~t£ telegram when this has 

been done.· 

GP-1 

; ·~;,~ 
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':'he P:::obler::. of US Military Assistance to India and. Pakistan. 

I. Pe:::-spective. 

I{ the1·e is to be significant future military, assistance to either 
bulia or Pakista:.-1.,. and if it is to be coherent, it ~ust fit within an 
;.~reed context o{ US political and economic policy. In t'a:rticula::, it 
&-kould.be derived from the character and dimension of ::?-.e econoYr-ic 
aid 'b~5ain. we are able to strike with ·;n-;-;;-;both count:r~-es, for ii: is 
OYlly in the potential of our economic aid that we may pos:;ess 'i:}1.e 
~cees.sary leve::.·age to restrain military spending, irnpose lir ... its on 
-io:ree levels, and induce a broad Indo-Pa·k accommodation. fo. present 
e,.I lo!'eseeabie circnmsta,n.ce. 9.., adequate leverage is not obtainable 
ft'OYWl U'S rniEtary aid to eit'!}~:r -~S.'\lnt.ry:_.;i Military "assi_sianZ~ i; the..., e 

subcolitlnent- :.-..1.ust accordingly be treated a's a subo::cdin2..te eler-:.ent o:E 
US policy. 

l 
As a :-esult of recent conversations in Washington witl:. s:1.02.ib and. 

Mehta,' both Pakistan and fo.<lia have_ made progress toward r..':eeting 
tke co;:;.ditions requL.·ed by the ·cs and the World Bank to e:.:'iect :resto:.·ation 
o/. 0conomic aid.· • It ·:.:;wGi.l to :::-ememoer that these co.1didons a:re 
difiere11t h1 each case. • As to .. ndia, they relate alr.:-_os'c exclusively to , t 

l economic refo:rm, a.:: we have no fundamental diffe:.:-e:.1.ces with India's 
. ,..,.-- fo:teign policy. As_ to Pakiitan, they are p:dmarily political, :reflecting 

o'\:r concern at the uncertainty of Pakistan I s basic foreign poEcy 
o:ci-entation. 

.. Because we are determined not to fuel an arms race in the sub­
continent and wish to see both countries avoid a waste of limited resources 
which would drain away the hopes of effective economic developrne:1.t, we 
a:?:e also working to put a ceiling on the total military expen:iitt:.r(;;S of.. i each cou.nt.ry (including the foreign exchange component). Spe-cHically, 
we ai;:,.1. to impose a reasonable arms limit as a condition of. CC01'0,.!'Y'.JE. 

, ..,.. takes ... iAd __~1td- -4' liJ!l,i~_':Y_hiC:£1 accoµn·~_ qf .££lli~._<~,?.,!!Q_~i_~_;5treng,ta ge .. uj~e 
·' ·,,Jcfense requirernents.. I 

(' 
...... ............--- --•-· _,.._....,_ ........... 

•'
I 

1. ll.. Political. Situation in ·b.e Subcontinent. 
l 

/ Th~ Tashkent meeting in Janua:.7 produced encouragiaJ agreerneat 
O:ft wit:1.6'.rawal of forces back within national boundaries, a foreswear:.ng 

., 
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/ 

o: :o:.·ce in i\:.:cure dcali:::1gs between the two countries, and a cont::.:n::.b.g 
political dialcgue on outstandi,1.g d:fferences. The withdrawal was 
e:::.:'ected smoothly and a rneeting of Ministers was held b eax-y lV:z..:.-·::.1. 
to be;:;in the process of political reconciliation. But this d.icl no"'.: gc weE; 
_::;a:<istar-... refused to discuss lesser questions until Kash:mir was fo:.·r.a.ail7 
ad.d.:.·e.s·s~d, &r..d the Indians der.nurred on Kashmir. As a resu:t, ··r:C::a 
ch8.r:;ed ?akista:r. with a serious breach of the 1'$pirit of Tas:.ken"'.: and11 

the usef-c:.::.::.ess of futur_e meetings was placed in doubt. 

Sir..ce l\1arch,. events have unfold d slowly and there has bee: as 
yet r.c restoration of significant US economic or military aid. The 
:.·E:.su:'; is an inccnclu_siveness that is causing f:rustration in bot:.1. cou:;.1:::ries. 
~fl:.e co::-.c-.plexity of the issues, the limited maneuverabili-::y of both govern­
:::.e::.-~s, the u....7.d.erlying tension and hos-:::ility, and US insistence on the 
assurances necessary, in our judgment, to prevent a recu:.·rence of the 
September wa1· have all contributed to th'is ·situation. Frustration is :fa-:: 
rn.ore acute in Pakistan which continues embittered by the loss of GS 
:rn.i'itary assistance and pos_sessed by a paranoid fear of India:1. ag 6 ression, 
½ut which at the sar.ne tir.ne cannot m.oderate the intensity of i'cs clc:..iT.as to 
~{as:'lr.ni::-. Bhutto continues to prcclai:rn that Pakistan anc. Kashrni:.· are 
1r.l:::c.issolubly linked 11 , and our in·celligence now indicates th2.t,·by a 
decLi.e,n at the highest lev.els, the Paks are -:.reparini to p::ovoke anothe:::-
11c2.refully lim:tec. crisis in Kashmir as a means o~ get'i:incr t::e issue11 

,· 0 

.:::,:1c.;;n1.ore before the UN. Ir..dia, as t:ie territorially sa·:is£·:.cd ~oowe:.:-
.c-;,_e co-,··-~-,...·-·,1·n-: l.,J..i. • 5 . o•:: "'U.:., l. ...,_.i..;.~ ... u m1·-1:·c·a,·y ean1·.,,.,..,..,e-...,·'· t.. ... ·! c..."-'r:.,_L.,•1 

J. ....... ,-~c1•·,"'\1·en·,".L \;;;, "' ..r.. s+a-,...'·1·~1.;..d .. o. J.. .;......-. __ -.1:t··o.,.,,.. '·'n-=-.1..;.• CJ:" \.. ~ ......... 

l -USSl.~ is ciis~:,:aying greater r.node1~atio~1 and steadiness, but -:s cr1y:.e:d:.ng1 

:i the Kasl-.:ci".i:..· q1.:.estion. ·r 
--~ -1 

l 
n su:.."D., the political situation on the subcontinent is tense c:..nd 

u."'lcer'~ab., with both sides aware that :nany hopes raised at ,.....,as:.:..::e:·-rc 
:1ave ev2:oJo:i•ated. 

rr. MiEtary P.spects. 

r
At pr.esent it is c:Cea::.· that Ayu.b's first preoccupa:i~:c is n-.:.1.::ca::cy 

se.:::uri;;y against India; ar ... d the::.:-e is no doubt that, und 1· p:..-.;;ssu:.:e fro:n 
--~"le 2..rmed forces whicn are centra to the Pak power str-;_ic-::::::re, ~ 
?~~~g _def_~n s e __ahe~d -~_p;g;:i.ent a 'ld is d~te rI!?-_i~_-=:i ?!J.ild : •. is . .of;_ds.,ve !._~-~·--_- 1 
::rn. .:.:::a:-y estabhshrnent :::rom w.nateve: sources arE: open to :-.:r.1. a:1c. to ( 

.:--"m2.teve:.· le-ver·app'e·ar~s-nece·ssary to appease the military lc2.c.0rs. 
~ . ~ 

:._:>&~dstan is rearming, not merely to make good its combat losses, but 

2 
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in:.an a:_:,::_Jc:.rentef:::o:::t to regain the rno:..-e favorable ratio of :.:orces (3 ·::o l 
th.at E:Xif;ted before 1962. Four aew infantry divisions are being created, 
whic:ln v,L:!. :raise the total~. 'J?he Air Force is being reconsti·~u:ced 
wHh MIC-19s from. Chin~~are parts for F-86s from a va:t:.ety of . 
Wes-tern so·-1rces. Three 

~ 

French subma:-ines have been pu.:-chased fo-;_· 
e.arly deH'tery, --;;., • ..,,, • 

l?rom a pre..:cns1s n:1ilitary budget of less th2.n $300 milli0~-! 
/ per year ':nc ·..:..ding about $75 rr..illion in foreign exchange, of w~1ich 

$~0 :c.-:-Elion was MAP g1·an'·), the Paks are now spending an estfrn.atec.. 
$.325 r..--.1.iliion pe:.::-year (including about $14 7 m.illion in fore:.gn e::-:cha~1ze1. 
The ,z:2.:cl:e1· level amounted to about 3% of GNP; the cu:-re::i.t level 
exceeds 5%. 

A Pak aide-memoire of 17 May', which rep1·escn-'-s '~he fo::::c~ c..l 
:.:.:::s,-::onse to ·foe US proposals set forth in the recent Bell-Shoaib tal:.<s, 
:::2.:.din part that 11we would_ be failing in ou:r duty to the count:-y :f we did 
no•i: produce a reasonable deterrent, especially in the light of Ind:a' s 
1·uL1.ous military buildup. Broadly, ariy :;:atio which gives Incii2. r.'1.o:-e 
t!"..2.~1 t\v:.c.:: ·:::.e Pakistan forces would not :;;ive Pakistan an asst:.rance cf 
.:::e:.::::-..irity". T:1.e aide-r:n.emoire added .1owcver that, since s·c:.ch a leve: 
o:Z e:Zfc:..··c i::: b,2;yond the coun·cry' s re sources, Pakistan intends to ho:d. 
...,..,.--;.:-:-~•·yC'•ocnr 1·:no- 'co $L50 m=·1,o·r .J:or 1 Q(.7 '!·.-,clua'=n(Y ~ .1:0,-~;an "'"'"C 1"',::,·,-,gc-l- ............. c.w.... ...,.., \;;:;; "-'-"- .::, .... -- - .1.1. .l ... 7 . _,...., l. "'o a. .L •'-'•o .. 'Co•"),. •·---·Ji. -

•"'o·•-,--.rn nf- o-~ Cf;lr,v.~ ffi:'·l:J.0'"') ,-.-- {·" e· ac,c:,••••'"'·)•'!u-.,,-, '·'nat ·1•na'1"aW;l 1 tlr.:,..._,e-•c1•~-=-- ---J:'U• .., .&. l.... _, ..,,LJ. .....L V.i...l. ...... c,...., L-.--- _ \..... ....... (.,... ... .L. \,;,.r. ... w ~ 

a s:.:..r..:.!a:· 1·e s·~rairrc' 1• The aide-1nerno·~re as se:rt-?<l th2.'· India's r:1ilitary 
e:.-:_2end:.·cures a-;..·e now $2. 6 billion pe:.· y~ar. 

2.. India. 

• ··:.:-.dia~..J?J:;9:X,..S-t,o crea-::=.ng and th1~e ...... be two pe:rhaps DJ~:!:ll--~~,:::,rr:,y 
6::visio~:.~(t.2Z: total o.~ and steady ir: ..p:::ovement and r.c:.ode1·::,izatio:-. 
have co::·~~~i~the war las·: :fali. According to the Vlorld Ban:-:, 
-~~"le n"J.L.itary oudget has risen s ightly a& a resu t of inf ation an~ pay 
i~-:c:;.·eases, etc. , to a level of about $1. 9 ·.Y:llion. There is some ambigt:ity 
z..:·.c1 evz.siveness about the Indi2.:1. foreig:'.l e: 0~change conY)One:1t. Acco:rding 
·::o o:.::£".cial Indian figures, India. is holciing within the roughly $300 mill:.0:1 
l_:;e~ yea:.: estab .. ished in the us-:.-ntlian l 96◄ Memorandum o: \1:ncle:rstan ':.:-i 6 
o;.-. rn1litary aid, but Soviet equipment is beiJ\J calculated on ~ :;_)ayments 
:-2.ther ·t11a:..1.a delive:;..-y basis, which ur..de.1. states the valt:e (){"So-viet 
0quipmer.:~ actua~ly received . AID estima;;es that t:le fore:.g:1 exchange 
.::or-1-ocnent wo-...:.:;.c:a,:;uroximate $450 n'1.illio::-i if t~1is equipn""lent were com-

~ r • . 
p-..::::ed c:.1 a delivery basis. --- ..-
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The Indian Government appears to have confidence in its present 
level of military· strength, and a sober awareness concerning the dangers 
of excessive military spending. There are no extreme pressures for a 
sharp increase i_n either force levels or military expenditures at this 
tim'). China is regarded as the princi?al danger. Pakistan is regarded 

,r .. as a manageable problem by itself, yet one which _causes grave concer-n 
when considered in combination with China. 

3. • Force Level and Expenditure Ratios. 

·In 1962 the Indo-Pak ratio of forces was about 3 to 1 (550,000 vs. 
179, 000 men) and the ratio of expenditures was 4. 8 to 1 ($1. 03 billion vs. 
$216 million). Follow_ing the ChiCom ~ttack, India substantially enlarged 
and strengthened its forces, while Pakistan _remained at the 19_62 level. 
By 1965 this brought the ratio of forces to 4. 9 to 1 (925, 000 vs. 189, 000 
men) and the ratio of expenditures to about 6 to 1 ($1. 8 billion vs. $295 
million). Since the Septel.Jlber war, the Pak rearmament effort has again 
shifted the force level ratio to about 4. 4 to 1 (942,000 vs. 212,000 men) 
and the FY 66 expenditure ratio about 4 to 1 ($1. 9 billion vs. $525 million). 
Tabs A and B present historical summ•ries of these two ratios as between 
I dia and Pakistan. 

It is probable that Ayub, Shoaib and othe1· responsible Paks 
seriously desire a re.asonable limit on defense spending, for a prot:::-acted. 
a:-:ms race with an inherently larger 4t-,id.strongyr India would ruin Pakistar..' s 
hopes of economic pro gr es s. On Q1.e Qt.be-:- banci; the arr.ned fo: ces r.nay 
oe forcing Ayub into a contradictory ositio]l, E--.imiliate' by their lack 

ofSi.lCCe;~--i~;-:-the--s·~utember war ~d d:;t~-;;:nined to diversi:;'.'y· their suuuly
A A ~ 

bas~, the mili'~ary leaders are urging th~t Pak forces be built back to at 
least the 3 to 1 ratio prevailing in 1962. It is not clear, however, whether 
they appreciate the qu~ntitative implications of this aim in the context of 
1966 levels of effort. For example, if Indian' levels were to remain as at 
present, Pak forces would have to rise tropQ. 212,000 to over 310,000 rrAen, 
a:1.d military expenditures from $525 to $650 million, in order for Pakistan 
to "redress the balance". And this assumes, of course, that i:ndia wo1.:ld 
not respond to such a development by increasing its own a:..·ms effo:·t. 

Indian leade::-s have expressed a willingness to discuss reasonable 
Indo-Pak ratios of foi·ce levels and military expenditures, but only if the 
significant differences in population and GNP, as well as t:1.e Ch-:nese 
threat along 2500 miles of India's border, are recognized.. 

4 
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Accordingly, there is no assurance of a downturn in m:litary 
spending on either side. Indeed, elements of a serious new arms 
:;.::.1ce in the subcontinent are present. 

IV. Special Factors. 

There are two special factors i11 the Indo-Pak equation that bear 
with particular point upon the consideration of future US military aid to 
the s·..ibcontinent. _ One is the Pak-ChiCom military supply relationship; 
the other is the sum of cun'1ulative pressures on India to "go nuclear 1'. 

l. Pak-ChiCom Military Supply Relationship. 

A factor that now seriously complicates consideration of :!:\:.::ther 
US military aid to Pakistan is the decision of the Ayub governr4'1ent to 
accept substantial quantities of modern arms from Communist Ch:.na. 
T'4e Pa~._:s have been quite candid about the fact of their ChiCor.n m-i.li"'.:a:7 
supply relationship, but singularly evasive as to its details. Relatio:'ls 
·oetwee:..1 the 1vfAAG and the Pak armed forces have become attenuated, 
access to Pak bases has been denied, a::d a joint Embassy /MAAG 
assessment is that Pakistan - • 1 not in future er:m.it the end-use inspection 
~y_JJS ___ ."!-?-"Q.<:"!.i.!Y:grant s_ales _p1·'?~ram,equ.ip_m._~_gi__p_r__oyi,__c;t~9- __ or including 
equipment alr_e_a~y on hand. US intelligence indicates that iip-fo-Z0-0 ••• 
C-1-ifnes·e -~~~-nk; and··;;;s-Mfc·-·19s, as well as substantial quantities of 
a::.-tiile::.-y and. sr4i.all arms have been delivered, t{lat more equipment is 
coming, and that China has also offered a comprehensive arr4'1s arrange­
r:ient including defense production facilities (e.g., a tank factory). 

' For the sake of achieving some kind of economic aid ba:cgain in 
the talks with Shoaib, efforts were made to avoid imposing unpalatable 
US conditions. We di<;:l·however seek ag:reen'1ent on a military expendi~ure 
ceiling. But while indicating our serious concern at the impE.:ador:.s o: 
the Pak-ChiCom supply relat·~onship, we did not r.o.ake al::erati0.4 of tl-:z.:c 
• elationship a condition of economic aid, The State Departr...'1.e:,:~ juci;::-..:-.e:::-.ts 
t:nderlying this position were that Pa"dstan will not rollback its :::-elatio:--.s 
wi::h China for the sake of economic aid, and that a continuing Pak-ChiCor.:-1 
military: suuply relationship is not incompatible with US economic aid tof~ki;t;~------------- ~---- -----~~------

ISA believes th~--§...~.cond◄ Ju.dgment_i_s,open to_g_uestion, for one 
cannot be confident that ·it would hold in all foreseeable -~i:::-~·ur~stances-~ 
U~ for example, Pakistan sho·dd allow China to become its sole or pre 
dlomin.ant military supplier and ·thereby either {l) use the Pak-C:4iCo:n 
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relationship to pres sure or threaten India on Kashmir, O::!." (2) be used 
as an instrument of ChiCorn policy against US interests, continuatior. 
of lJS economic aid to Pakistan might quickly become infeasible in te:::ms 
of US domestic politics. 

The Pak-ChiCom military supply Tclationship appears as a 
much more formidable obstacle to the restoration of any significar:t 
US rnilitary assistance to Pakistan. Indeed it seems to 1·einforce -
number of fundamental barriers whose full dimensions have becc"_'le 
apparent only within the past year. Beginning i.n 1954, we provic.ed 
?a!,istan with military assistance on the assumption that its fo:rces 
would join with us in resisting Soviet attack from the north (and possibly 
Chinese attack from the east). We did not fully appreciate at the time 
that Pakistan's object in acquiring arn'1.·s was primarily to p:rotect itself 
against India and to gain leverage for its- claims to Kashmir. It is 
doubtful whether US opinion would have supported military aid ·~o ?a:,istan 
for those purp·oses, but for many years tho:;: reality of the Soviet ~':'.1.ilitary 

•threat and the non-alignment of India se::::-ved to blur the 'is sue; ~-noreover,. 
t}1e MAP program did contribute to Pakistan's internal stability, its 
adherence to CENTO and SEATO, and its willingness to accept US special 
facilities. 

But now that the overt Soviet threat to the subcontinent has 
receded, it is no longer possible to disguise the prima:cy purpose of 
?ak armament, nor to justify it in terr.a.s of the Soviet th::.·eat; and the 
secondary purposes served by the MAP pTogram do not by themselves 
constitute a convincing rationale. Thus any significant ....S military 

.assistance to Pakistan would be seen by all pa:cties- -:?akistan, India, the 
US,Congress and other nations--as primarily the US suppo,.·t of Pakistan 
2.gainst India. Moreover, unless we could assure that a US n"liiitary aid 
program would wholly displace the ChiCom supply, we would be placed in 
the public position oi ·sharing with China the rearmam,mt of Pakista:'1. 
against India- -a position that would flatly contradict our basic s".:anc-2 
in Asia. vis-a-vis China. It seems quite unrealistic to believe t>..2.t ev.:!::. 
a large-scale US military aid program could completely t·.:rn o::::.:he :-__cw 
of ChiCom equipment, for Pakistan is determined to dive::.-sify -~::.sso'C.:.-:.:::s 
of military supply and thus to gain freedom from dependence on 2.ny 0:.:-.2 

country. 

In the situation now facing us, there is grave danger tnat c:.:.:-:.ese 
influence ~11 grow-inPakTs-tan ·to-'cneaetnmen'f oTlncl~uSancfuL:.:-.c.ate:) 
of7?a°lcT:n-fe;esis. ---B-;t-,.;;e·cannot surmo-.i~tthi7°·a.~ng;-;=--by .. e:.;g-;gir.g· i:-:.Z..:l 

zt::~ss-c·ctmpetition in Pakistan. It is probably too late to e ir..c.i::a-ce th~ 
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C!'.inese Su.pply position and, as indicated, the attempt wot:ld run hard 
against tne grai:'l of b:-oader US interests in Asia. Substantial US 
r:::i.i.lita: y aid to Pakistan would, for exam:_)le, imply rnajor mutual US-
Pak in.::erests when in fact they have proved to be tenuous; it would 
basica:l.ly confuse ou:-- stance in Asia; and it would co g1·ave dam.age to 
-~he prospect of a promising US ~.la~io_ns~~p with India- -a nation.?~ £a::, 
greater hi.trinsic weight a_nd consequence, the· world's large ~t :funccionin~~ _ 

~c:.:::r.noc:::-acy, and a government and peop'le • with who1n we may reasona9ly 
~c.ope to develop a .~ornmo·n view of basic secu1·ity problems in Asia:, 
T:"ese co:isiderations strongly suggest that significar,t US military 
assistance to Pakistan would not be a policy :.n tl:.e na'.;ional interest for 
the foreseeable future, nor tenable in terms of our domestic pol.tics. 

Tl.e third Chinese nuciear explbsion has sharply increased 
;_)::-esst::::-es 0::.1. the Indian Gove:-nrnent to move into a nuclear weapons 
p:·ogram. Ambassador Bowles believes that if no adequate alternat:.ves 
becom,3 available, the Indian Governn1ent wi"l be unable to withs·:and 
pu·::ilic, press and parliamentary pressures for mo:·e than two o:-- th1·8e 
years- -if that long. His views are shared by Albert Wohlstette:: whc 
visited India in mid-April: Wohlstetter concluded, on the basis of tal~,<s 
wit:1 a wide range of leading Indian public and private officials, faat 
InC:ia would (in the absence of adequate a:.te::-natives) initia:i:e a r,:..;.clea::­
\:vea.por:.s program after the C iComs s-ccccessiully test a rnissile de2.ive1·y 
system capable of :·caching InC::.:.an territory. Th~ Chinese are expected. 
to have operational MRBMs in the 1967- 68 time :Came. rie aiso foi.:UC. 
in I:1dia an "abysr.nal ignorance" of the actual costs invo ved in deve • op:.:16 
even a srnall nuclea.r :iorce, and he recommended a concerted and contim::.ir:g 
educational effort on our part to make the Indians aware of tl-:e enorm.ous 
co;::t of an o::,:i0rational nuclear defense sys.,..ern. 

Mrs. Gandhi 1 s "no-bornb' 1 po-icy wi 1 probably er_c:. ·:..·e the 
current round of debates in and outside 'cl e Indian Par·iar..:;.c:·i-::. Vlhile 
numerous parlian1.entarians oppose the ·,olicy, no impor';a:.: l,32.der, s-.:i.cn 
as Defens,3 JV~ir:.iste:r Chavan, has given any signs of defectir:.g; ';:)-;,:;.ttl:e 
press-..:res a:re heavy and continuing. On ~l May, Mrs. Gandhi faced. a:c. 
alrnost ·..:~'l.Z.:.--.imoussentiment in favor of the bomb at a meeting of the 
executive co~nmittee of the Congress Pa::.·ty, and yielded to the extent o:: 
declaring that "The defense of our ter:·itorial integrity will be ·the para­
mount consideration". 
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Ambassador Bowles believes that we rnust go forward on one 
o::: more of the following possible courses if we are to have any serious 
chance of averting an Indian decision to build nuclear weapons: 

- offer to India a unilateral US guarantee against nuclear 
blackmail or attack {this confronts the dual difficulty of India I s policy 
of non-alignment and the present uncer::ainty as to whether the US is 
n:i.·epared to extend a unilateral guarantee). 

- enccurage In .ia to participate in a worldwide nuclear 
ag1·eement, under US and Soviet sponsorship, which would (a) inco:-::)o::-ate 
b.e principle 0£ self-denial by the non-nuclear powers and (b) exten ·.::o 
·l:em ::: . .::; ~rotection of the US, Soviet and UK nuclear shields· (the p:robler- ....-1... . 
with this alterna_tive is the marginal prospect of getting Soviet agree:::--.'1.er..t). • 

- expand present US-Indian ·01.nt e::o:r-ws to improve India:::: 
C:.:::tection of Chi Com nuclear and missile capabilities. Implicit in this 
;:):coposal is a wider and deeper exchange of views between GOI and US 
scientific and n'1.ilitary personnel {an interchange of this kind wol:.ld give 
us the opportunity to acquaint the Indian leadership with the cor-.'lplexi·cies 
a:::1d costs of a n'1.eaningful nuclear weapons prograrn, but this is obv:.ously 
a.r.. inadequate co·urse of actio::1 standing alone). 

- assis': India to :ncrease its conventional air defense ca:_:,z..-
0"!.lities as a n1.eans of imp:.-ovi:ig dete::-=ence agai~st manned ·bcmbe_ 
c.ttac., (ca:r:r-ying conventiona_ or nuclear weapo::i~,; at the s2..rr1~ -::-i.r.ne, 
1·eafiirm or extend the 1963 (JS-i:ndia ag:::-eement to consult on :}1e 2.ir 
defense of b.dia agair..st China. 'this rr.::.ght buy valuable time for the. 
further consideration of more basic alternatives--.::. g. • a m1clear 
g.uarantee, or an L1dian nuclear weapons p:!:ogram- - but there would be 
severe repercuss:ons. in Pakistan). 

ri'l:.e NSC is to conside::- all aspects of the ndian nuclea:. dilc:-.c~:-:-:a 
on Jun.:: 9. Discussion here is accorciing y confined to the majo:r i~~-0~:.c2.t-i.or.s 
of the lz.st alternative above, as only th:.s course of action would di::-(:.c_~y 
affect US military assistance pol:cy in tl-:e subcontinent . 

.-.-,he depth of subcontinental m·:s·::·1..:.st and the complexity of 
cxis"i:i:1.g political al-i.gnments appear to pe:.·:--n·t of no painless US app~oac. 
to Ind· 2.1 s nuclear dilemma, for even measures which are no more t::.a .. 
-i.ntermediate pall~atives, in the trategic nuclear conte:x1:, wou d see:-:-: ::o 
force far-reaching choices upon the USG. If the choices are to be rnac.2: 
with -~he deliberateness and awareness the transcendent nat·.1re--.::1.2.-:: o:'.:·:::--:-c: 
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issues c.err.1.ancl, we must be as clear as possible on several questions: 
(a) VP.:at are the chances that inc:;:eased mi i·~ary assistance directed to 
air defense would p:roduce the US-desi:::ed rest:.lt in India? (b) vn:at is 
-~he relative importance of non-proliferation in the scale of US prio::-ities? 
and 'ci Vfhat are the real prospects for US-Pak relations even :.:f vie c.o 
not pursue a military assistance policy that discriminates i:::l favor 0£ 

India? 

The pros and cons 0.1. a mi i::ary assistance policy c:.esigned -~o 
p::.·e-er.npt an Indian nuclear decision are exar.nined in more etail 
S,2:ction V 4 hereof. 

V. Alterna".:ive US Milita1·y Assistan(:e Poiicies. 

,. There follows a b1·ief analysis of pros and co:.s of plausible alter-
native US military assistance policies for India and Pakistan. 

1. Continued Non-1--thal Cash and. C 1·edit Sales to Bo"i:h Cou:..1.tries. 

Assuming 
(:.ncluding US-Pak 
we would put our 
would hold to the 
o: 11non-iethal 11 and 

we 
and 

.main 
present 

a c

1·ea..ch an 
US-Indian 
reliance 

po icy, 
oncerted 

econornic aid 
agreements 

on economic 
w-i.th perhaps 

eiiort to expedite 

bargain with each country 
on military b\:cge-c ce:iings); 
aid. 0;.1. rt"J.ilit2.:ry aid we 

a more liberal dei'initio:1. 
delive:. ies. 

"r 

Wi'chout trying to i:::-.ri.pose specific limits on the cn:;..:.·2.c-~-2:::"'• 
din"lension of the Pak-ChiCo:n mi ita:ry supply relatio:1.s!lip, we wo-...:~d 
strongly urge the Paks not to become dependent on China, aLd wo-c.:a. i.::.se_ 
cu:.~ economic aid leverage to 1nove thern toward non-Chinese, r.0:1.-US 
so-..i::-c~s Eur~-p~.~·-common~ealth, J c.!)an, Iran) ,fo;· the-p~r.cr:ase o~· 
m:.lifaryequi.pment; this··would involve c·onfide:ntial as·s~-r~nc;~~to··ce1·ta·n 
cou.:-i.trie s· 'that -we w;\~ld look with favor on t!leir supplying reaso::ab~e amounts 
of :c:quipment, including items of US origin. 

The Indian reaction wou~cl be generally favorable. 'Th'iJ pol:.cy 
wo-..1.L give them contixn.1ed access to US defe::ise production i·up:po-xt and 
ot:ic:..· non-lethal items r:.eeC:.ec:.to complement t}:eir continucc. -flow of ~ethal 
rni:i~ary hardware from the USS_..,, and the UK; and it would CJi~ble. tke GOI 
to z..void the sharp, disruptive reactio. of India:'1. public opinion to a VS 
nolic,y that involved the direct shi-oment of US lethal iter.1.s to PaklSUI\ .. 
J. J. 

Such a policy COll G.-:-.ot expect to restore close rel2.:c:ons w::.::--:. 
the ?ak political and military leadership; on the military side ir. :.J:::.:..·::ic::.:.a:.·, 

9 

https://r:.eeC:.ec
https://rest:.lt


// 

a slow erosion would probably co:1.~e, resulting in a possible elir.o.i-
:-.c:..tion of the MAAG at some point. 0::1 the whole, however, such a 
policy, grounded in economic aid and accurately reflecting the limited 
co1n1non purposes of the two countries, s.1.ould permit correct and 
1·..:::::i.sonab''y cordial US-Pak r -lati.cns; it should u.lso as sure the 
u.."'l.interrupted use of Peshawar for at least several years. 

The US would also benefit by avoi_di.ng the untenable role of 
a:::ms supplier to both sides in a situation still characterized by tension, 
hostiiity and the absence of political settlement. A disadvantage of this 
policy is that it could seriously inhibit US efforts to prevent or delay 
an Indian d~-c·t;{o~-to go -nucle·a·1·, if w~· ~-:..-~-to ~-o"n.cfu'"de that sig~;ilicant 
m.ilitary as si~hari:.~.:W...?,.§_ _g.1).j).'."I).p..O~tlau:t.~ce~nt in the -;_chi.~~~-;'";;to"f 

.-fhatUS-;bjective. ----·---

2. Cash a·nd Credit Sales of Lethal Suares and Defensive Items 
to Both Countries. 

Assuming economic a1Q agreements (including agreed m.iiitary 
-2:xpenditu:::-e ceilings), we coul consider extending the present military 
assistance policy to include lethal spares and selected "defensive'_' items 
to both sides. The first question to consider is what we would expect 
·to gain by go;cng lethal, for by hypothesis we wou d already have an 
ag1-eernent on a military ceiling as a condition of econornic aid. 

r 
With respect to Pakis·can, the purpose o,f_ providing lethal i'~cc1s 

wo·Jld be to moderate, curtail or terr ..1.inate the Pal<-ChiCom military 
::.·elatic:c1.shi-o. The provision of lethal spares would give Ayub welcome 
re'lief fror-.1. the high cost of restoring the combat readiness of his majo:· 

.,, .J. :_yseq1:.ip:nent; but there is wide spread agreerr..ent in the USG (fuily shared 
~~,d by our Embassy in ~awalpindi) that a policy of lethaf spares, either alone 

1'V ~ -or ·con:-b~:::-J.ed-with reasonable quantities of 11defcnsive items, would have 

l 

• Q ::.:·::de o::.-no effect on the present Pak-Chi.Com arrangement. O·.::.r Embassy 
:·eports that a US military assistance p:rngi~am, ·-in-o:r"der-fo exercise ar.y 
significant influe:1.ce on Pak policy, rnust provide for mode:·:::-.izatio:::-,, 
a·,.2grner:tation, un:!:arnpered utilization, a:id gua:r-anteed supply. A mcde st 
?:..·ogra:n of lethal spares could not mE:e·c the first two stipulations, a:.'.l • • 
o-..1r basic unce1·tainty regarding the direction of Pak policy precludes our 
·:·:..eeting the latte1· :wo desires. We the:·efore cannot expect to :.-01-·:::2.c~-;:, 
nor p;;:-o bably even to influence, the Pak-C J.iCom arrangemen';; wit:h. a 
policy of smali-scale lethal military aid. 
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P.t the; same t:.me suc_1 a policy would have a sharp, negative 
c::.z~ct in India. Ambassador Bowles has repeatedly expressed t··1e con­
v:.c::ion 11that 'd:.e O1;.e thing the framework of Indo-American relations 
ccdd not support now is resumption of supply of LJS lethal equipment, 
including spa.re pa:.·ts, to Pakistan 11 • He argues that such a move would 
t:·1- ow away a __ of the confidence and understanding gained ':)y :V.:::rs. Gandh:. 1 s 
vis:.t to "\'/ashingto:i, because it would strengthen the hand of the radical ·' 
10:t (Krishna N.'.:enon and Co., which insists that United States policy cannot 
'i.:,e tn::.sted to support I::idian basic inte1·ests. The scvc:::al US Consuls 
pos·~ed throughout Inc.ia have reaffirmed this 11hard political fact 1i; they ,,,. ·. 
believe the adverse consequences would be great and lasting, not ternpora:::y 
or easily surmounted. Moreover, the n'liiitary benefits of such a policy 
for I::"ldia wot:.lci be marginal. 

,.._.,othe US Congress and to world opinion generally, re1;.ewed 
del:vc:.·ies o:: l0thal equipment would represei.;.t a US return to the policy 
o:: a:.::·.:ing bo:;~;. co1...ntrie s before the.re had been any definitive political 
:.·cco:'lc:liation. Also, the US would u..."lavoidably appear to be sharing with 
Cc:-::i.~w"l:.st Ch:.na the Tea:-cmament of Pakistar.. against India. 

~- Re::e,ved Mii.itary- ...~ssistance to One Coun~ry, But Not the Other. 

This alte:.cna:::ive cculd apply equally to a ?olicy of non-lethal 
ite:..-r.s, letr..a::. spar0s, er large- scale military as sistan·ce of a generally 
u.:1.restricted c:1.aTac-~e::-. It is an alternative which focuses on the possi­
bility tha:, 1.::1.c:.c:r-::e::.·tain foreseeable circums·;;ances, US interests in the 

·..:..'.)co:::1.tir.2:::1.c::..n be served only by a·ccepting the necessity of{choosing 
:::.~·; ~en Inc.:.2. z..nd Pa~dstan. 

1\T-2, z.:::tach grea'c importance to da::.,.ping down. a new arrns race 11 

:::: :::1e s·..:..·.:;continent. If o::~e or the other country cannot ag:tce to the 

::-::.-~~~:--:..:y ~()EP.~~9--~Y,.,f~£:9'?.'.9: as .. ,fco·A~i~. 0~ 1._li:-..'1:i~c1:ti_qns !°'?1:!~Ean.~ 
~co:-... or.1.ic aid., we should accordingly provide neither eco:'lomic nor military f 
arn-··r -·:clia:cc·ounfry~ ·but"'·snoU:Id.pr·o·te·ecr wifl·'tthe ....complyiiig country.=-such. / 
~st·2ncJ wouM·'\inacuo-t'ed.iylea"ctt"o""'some.,...,uncTesTraol'"e con~sequenc~s~,...,1ncluciir.J /... •• 
a break'Clp of the affected financial consoTtium, the elevation o: irrational / 
or anti-American e_eme:1.ts in the society concerned, and the serious I 
at-te1t.uation of US inf:!.uence. Nevertheless, if our re...:usal to fuel another , 
ar-m5 race or to be pU:lled back into the untenable position o.:. last Septe:nber/ 
i» to have m.eanir..g; we must stand firm on cond-ltim;.s that we 1·egard as / 
essential for stability and for our own interest and integrity. There n~us';/ 
in. otheir worcs, be de:inite limits to the extent of US willingness to save 
n~t-icH\i and governments from their own irrationa:!.itie s. 

I 
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At the same tirr,.e, we have a rnajor strategic stake in the 
subcon".:inent and cannot allow the pu: suit 6:£ our in~ere sts the::e to be 
dete;rmined by the intransigence of one party. Accordingly, an b.do­
Pa!.;: :::-econciliation should not be regarded as the sine qua non of 2.. 
posi-~ive US economic or military aid program to one or the other 
country. A genuine reconciliation may in fact be an unattainable go:::._ 
in foreseeable circumstances; and by insisting on it as a criterion of 
£1.1.t-i.:reaid, we rnay be denyi,1r; ourselves nonrecui·ring opportunities in 
~.-:atters of vital interest to US securit, --e.g., nuclear prolifcra.tion. 
Whiie their destinies are clea::.-ly related, India and Pakistan are not 
sia1nese twins. We would therefore be wise1· to accept the necessity 
for son-ie degree of choice between them in the US inte:1.·est, than to hold 
rigidly to the view that the subcontinent can only be treated as a strategic 
unity in all foreseeable circumstances. 

4. Military Assistance·to Pre-empt an Indian Nuc· ea_ Wea-oons 
Program. 

This alternative represents a special application of the view 
(expressed in 3. above) that US in-::erests may require a c.iscrimina::ory 
US ::-nilitary aid policy as be'·ween India and Pakistan. As discussed 
earlier, Ambassador Bowles believes it mayye_possib~e.to_fores-::2..:: 
an Indian decision to go nuclea~ by providing substi.n-::ial as sistar..ce -~o 

-ffle -d·e-;eiapment o:f-tr.72-:.aj's'_air deien~S_Ets_ a;_g'.1\~-srma:.1n·ec: ·~om.ber- at::ac;,;:s. 
• • .~ •• ~-"" - .. I 

If no;.1-proliforation is in fact a fundamental, nea::-overriding 
__ ~-;;i;;~,:;;--z;··r;:c1ia-':oo~ec'~!Y~ -~f=_!JS_~~-r,~_\g_:1:e_~licy, if th; go nu'clear 

are h;;;avy and cumulative, but if we s'·ill confront major obst'acie·s "to' 
au:i"ilaterar6r-muTtilatei:al n-..iclear guarantee, a strong··case_ can be " 
'made ·for this~k-fri.cfo":f' int.ermediate measures proposed by.th~~- A~ba'ssador. 
Th'e·-cnfnes·e-thr.e"at"""to"Iri.dia is a iand ·a~~d ~i-r "threat; 'an:d in the near-term, 
the air threat takes the form of limited attacks by manned bor.'1bers carrying 
?roba.b"y conventional, but possibly nuclear, weapons. A US offer to build 
up ~ndia I s air defense capabili:y by the grant or sale of im:;noved ea:.·ly 
wa:-cning and communications systems, more sophisticated interceptor 
aircraft, and an accelerated training program might strengthen r ~rs. Gar.d.h:. 1 s 
11no-::.on-.b policy at least to the point o· b·..iying 3-5 years for the ::\:.:::.,.er11 

cor.side:ratio:..1. of basic a.lternatives--i. e., nuclear guarantee er ar. ::.:.dian 
nuclear weapoYi.s program. Such an o:.:fer would be significa:1.t y :-c.::::.:.1::0::.:-ced 
b7 a reaffirmation or extensio:i1 of the 1963 - S-India agreemen:: tc consu~t 
on the air defense of India. 

Alone or in combinatic:.1., these meas1:1·es would invo:ve ~on1ething 
less than a UJ.""lilateral US nuclear gu.arantee; thus they would neither affront 
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11the cor1tinuin~ Indian concern ior form.al 11"1.o.1.-alignrnent, nor iorce a 
p:::-er...c:.:~ure conclusion to the debate in the USG with respect to the wisdcrr-_ 
oi :,;._-:;:.,_er nuclear guarantees. An offer of aC:ditional a:.:;.· defense equip­
rr..e":·~ would however i:1vclve a fairly large- scale rnilitary assistance 
_:;rcg::.·::i.:-.1.of lethal it.:.:::ns; and an offer of further consultation on air defense 
would add so::.'le imprecisely measurable incre:rnent to e::.::isting US c mmit­
r:.'1.~nts .. 

To Indian air defense the Soviets have cont:::-ibuted MIG- 21 s a:::1d 
two SAM complexes covering Delhi and Calcutta. We were about 80% 
a c::-.g on an early warning system and tropo- scatter con'lmunications net 
(S·:::.:: :33..pphire when US aid was suspended last fall. The Indians are 
.:..::-.:::.o•s to corn:?lete these facilities and otherwise to strengthen the:.r air 
C:e:.:'e:-1se. But if additio :1.al aid were to have any influence on the I!"!.dian 
:·.uc~ca:· decision, the US package wot:ld have to include hig:'l pe.·fo::-mance 
<.c:·.:..::t (2:: least F-5s o:c· F-104s, and perhaps F-·4s). The mc~e-::a:y cost 
0::: 2.i1. air c.eiense package la1·ge enough to postpone an Indian rn:.clea::.: 
weapo:-.s program would :hus be :.:eladvely high, but we estir.nate that it 
:1eed :.ot exceed the parameters of the 1964 Mernorandur.n of Unde1·s·~and.i:1g 
($50 r..--.illion in credit and $30 r:'.li _ion in g: ant, annu.ally). 

It is dou.b-~:.:ul however whether 2. p-·ogram of 11conventio:1al harc.­
wa::.·E:1 : wo-:.1ld star1d much chance of gaining the.US objective unless it we1·2. 
co::-:-:.0::1ed w:.t::. a·~ least a reaffirmatio~'l, a.-:d more likely an extensio::.1., c: 
-t:h-t.:9o3 ar;::eement to consult on air defense. But if :-::iade, such a 
re.c:.:.:i:.:·1nat·~on on air defense wou d offer several adva,.'l·::ages. Whi_e it 
woulc': irnp:y a r.neasure of US participation in the air-~defanse of _nciia, the 
scale and r.c..eans thereof would ren1ain irr.p:::ecise; thus i'· would give L1c.ia 
ad.C:.ed 1·eas surance, but short of a unilate1·al nuclear guarantee. Moreover, 
th~ reass·..:rance could be reinforced by the periodic s.;agir.g of joint US­
::1.c.ia:~ ai:: defense exe::.ccises·, including the temporary deployment of US 
car::·ier -b&zed nuclea-r-capable aircraft i: -:..he Indian Ocean, without further 
for:na:izing the undertakings on eith :::side. If this or any similar com­
bi:1ation of measures could in fact mitigate t'.e nuclear pressuTes on the 
kci:.an government and thereby purchase a p~riod of 3-5 years for further 
cons:i0ration of the basic issues, i'· would represent a policy 2.iter:,ative 
wort:-~y .:::,f -~::..;;: m.ost serious conside:.2:~ion. 

A US decision along these lines wou d almost unavoidably i:'lvolve 
disc::::::-:~in.::::i:ion against Pakistan in m:lita:cy assistance policy and p:.~og:cc..:-:-., 
fc::..· the considerations supporting it do no: i.. any way alter t.1e. conside:::::::~icr.s 
against a poiicy of lethal military assistance to Pakistan. .vi2.jo:-:.· a·::.: c:.0:.:ense 
assistance to India would acco:rding-y produce a seve::-e Pak reac·cioYJ.- -o::e 
e·.at r.'light indeed detonate future ho::_Jes of good US-Pak relations--and no 
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co:npensatory measures open to the US wou}.d be li <:e_y -~o tem.:::,er the 
Pz...~-::2::ti~1:.de. V,Te could a1·gue cogently tl-:.a:'.:only sucl: :JS aid t:0 India 
cou:d .i..or.:::sta}.l an India:1 nuclear weapons program, anc. tha,.: sue:~ a 
?::.·og1·am would be even :nore unpaiatable to Pakistan; we could o:Zfo:: a 
r:.'lore c:-:i)licit guarantee of Pakistan 1 s territo1~ial integ:::-ity against 
·u:--:2i--ovoked attack;. we could add our continued hope of wo:rkirig ou::: a 
r.::ultilateral nuc:!.ear gua:rantee arra~ement t'_at wou c.spr.::!2.d its p::.·o­
tective umb:rella over all the non-nuclear powers; and v1e could o_::'.'er 
adc.itional econorr~ic aid. These arguments and measures would have 
·-!::12eniabie objective strength and validity, but in the nea1·-term we coulc. 
:-:.o-;; expect the Paks to be assuaged by them. Vie would acco_ d:.ngly hav.::: 
to antici·'.)2:i:e a Pak reaction ranging fron--i v:.olent denu i--iciation... of the t;S 
which gravely strained relations, but not to the· breaking po:.::1.t) to £ur-::: ... er 

:-...~eves closer to China, including the possi...,ility of a Chinese nucle:..r 
z\.:3.rantee of Pakistan. 

The wisdom and feasibility of this mil:tary assistance policy 
::i.:':ed furthe_ reflection at the highest levels of the "GSG. In particular, 
this alternative needs to be addressed as o:--ie among several possib ...e 
cour s s of action we might take to pr ever ...: or delay an Indian decis:.or.. 
to go nuclear. 

VI., Conclusions. 

1. US military aid to India and Pa ...-ista. must be rega::ded as a 
S'..:bo:tdir ...ate element of US policy an st::.-ategy in --ie subcontinent. 

2. Economic aid is the majo:::- source of US influence with respect 
to thi:: poi:.tical, economic and mi:itary policies of both India an - Pakistan. 
i.iehher -ct.- present nor the foreseeable levels of US military aid to e:.-::::-_e:.· 
co-;..:nt:::.-yz..::e likely to provide impo:rtant o:: decisive leverage. 

3. A program of US economic aid to In ia can coexist with 2. ?::.~og::-z..:c1. 
o: Sovie-:: military aid to nc.ia, because t ...is combination is political:y 
:::.cceptab:e in the United States . 

.f. A p:::.-ogram of US economic aid to ?akistan may be able tc coe:::.s:; 
with a program of ChiCom mi itary aid to Pakistan, but only if Pz..~-::is·i:2.~1. 
does not allow China to becorr..e its orn.inant military supplier anc. -::oes 
not use tb.0 ChiCom relationship to }'.)::essc::.::..·eor harass India. 

5. A policy of lethal spares and selected defensive items ·holds 01.::~ 

the prospect of serious disad.vantages fo:: ·t e US, o ,t no clear advan·ca:;;es. 
DeEvery of such items to Pakistan wou:c. improve the Pak mi"itary ca~)2.­
b:.lity, b1.:.·::would have no restrai:1.ing e:ffact on t'1.e Pak-ChiCom miEtary 
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s-c..:=-ply ::.:elatior.s:1.iy; at the same tin:e, ·chis would se1·io1.:.sly impair 
!::d:an conf:.dence in US policy and would t .""J.S adversely affect an 
ot:-:e::wise promising prospect of closer, rnore coope:;.:ative US-Inclic:.n 
:·e~c:.tio~ s. Lethal sparE:s and selected defensive items :for India would 
co:itr:bute only marginally to Indian military capability. 

6. A policy cf lar:5e-scale US milita1-y assistance to Pakistan is 
r.0:::.her 2._,sirable no:- politically foasible. 

7 A policy of large-scale US mi ita:ry assistance to :::d-:.a, in t:"1.e 
c.:,:·.·~ex': o:£ ~ possible Indian decision to 11 ~0 nuclear, dese:-ves an-..11 

:i....:!q·,::::..es f"l:!.::the:: s:udy. 

S. I:-1c.:.2.ar.d Pakistan a:re not sia1nese twins. The prese::cva:ion o::c 
2.c.va::ce:--:r'..ent of US strategic interests on the subcontinent m2..y ::esuire 
·;~::, US to F..:.rsue a cii::forent economic anci: milita1·y assi"stance policy 
,vi:: .. :-.:::::;·::,e:ctto each. 

·;:;"S :nilitary assistance policy to both -:1.d:a and Pakistan should. 
c.:,:-.-c:m.1e to be lin1.ited to cash and credit sales of non-lethal items. 

2:. SveTy e::::ort should be TD.ade to use the verage bherent in US 
eco:;.o:·.c.ic a:.d. to ad:.ieve a downward trend in Ir:do-Pak defense spending 
a:-:d ·::o ~:r.· .. it the Pa:~-ChiCom r.'lilitary s1.;.pp~y ::cel&tions. ip by moving 
?akistan towarc. non-Chinese, non-US arms SU?P iers. ·i 

3. ::'urthe:::- study should be made o:f whet. er, a:1.d if so how, rnilitary 
ass:star..ce wou.1.c contribute to US efforts ·co pre-en:pt an Indian nuclear 

4. If US interests cleariy indicate ,~:,.e need fo:::- it, the US should be 
~=-re::>ared w adopt and pursue discrimina:o:ry econo~nic and _military 
c:.s sistance programs as between India a:1.~ Pakistan. 
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REF: RAWALPiNDI'S 675 TO"bEPA~tMtNT 

PAK • MILITARY SUPPLY AND US POLICY 
. 

t. PINDI'S 675 ON US POLICY RE PAK MILITARY SUPPLY HAS BEEN 
: HELPFUL IN CLEARING n,f-AIR. THE FOLLOWING OBSERVATION!; IN . 

REGARD TO THE SITUATION:__IN IND_IA.,MAY BE. USI!:FUL~S A S..U.HLEMENT. ·,' 
2. AFTER- IN-TENSIVECONSIDERAT ION 9F' INNUMERABLE COM PRo:-J ISE PLAN$ •• 
PROCEDURES AND DEVICES WE HAD C·OME TO-THE CONCLUSIO_N THAT US, , ,--- RESUMPTION OF ·suPPLY OF' LETHAL MILITARY EQUIP_MENT,TO PAKISTAN ON : 
ANY BASIS <GRANT (\lb,. CREDIT'· OR· COM ME RC IAL. SALE~l ·wOULD. fARRY AN, , 

. • 1 -:. , .J • ; 
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•"'1 
UNACCEPTABLY HIGH PRICE TAG IN IND.IA. NOT ONLY WOULD RESUMPTION ··_~· 1 -· 

CREATE A VERY SERIOUS ANTI-AMERICAN REACTION ON THE HEELS· OF , • "':·\ · 
THE SUCCESSFUL JOHNSON-GANDHI VISIT; IT WOULD ALSO FORECLOSE ••. i';(· ,1 

'FOR THE FORESEEABLE FUT.URE ANY HOPE OF PAK- INDIA RAPPROCHEMENT . '· . \ 
WITHIN TASHKENT OR ANY OTHER FRAMEWQRK. • · ;· ;.1 , 

• I /, I 

3. FROM THE US. POINT OF VIEW T.HE· SITUATION IN INDIA NOW CONTAINS ,I·,' 
MANY REASSURING.FACTORS. THESE INCLUDE MRS. GANDHI'S PRAGMArIC' ••. ·:_{_ 
,LEADERSHIP, A GENUINE DESIRE BY MOST GOI OFFICIALS TO EASE ·.' :,,,1 
RELATIONS WITH PAKISTAN, MAJOR PROGRESS IN REGARD TO FOOD PRO· .. '/. 
DUCTION AND POPULATION CONTROL, AND A MORE REALISTIC APPROACH ro .. • ·i· 
ECONOMIC .GROWTH. HOWEV~R THERE IS GENUINE CONCERN AT ALL LEVELS,:··. 
WITHIN THE GOVERNMENT, PRESS AND .PARLIAMENT OVER THE PAKlSTAN•· .1 • ·:· 

CHfNESE .THREAT ANQ PROFOUND UNCERTAINTY_ ABOUT us _INTENTIONS IN, ··- pl 
THIS REGARD. . . . · . · . . .: . 

' \ ' . , ..--
4. A US DECISION .TO .PROVIDE MILITARY EQUIPMENT ,TO STRENGTHEN . .,,; 
PAKISTAN AGAINST INDIA UNDER PRESENT CIRCUMSTANCES WOULD COMPOUND ' 
THESE ANXIETIES AND LEAD TO A SEJiIES OF REACTIONS AND COUNTER- . ; · 
REACTIONS IN INDIA WHICH WOULD· GO FAR TO DESTROY THE POSITION • ·: ', 
WHICH WE HAVE BEEN LABORIOUSJ..Y BUILDING OVER A PERfOD OF YEARS. ;:i·_,j 

,, 
. ' ' 

••I •5. THIS DOES NOT MEAN THAT THE INDIANS WOULD DELIBERATELY 
1 ' . I 

I \ ,- f, , •;ABANDON THE FRIENDLY, COOPERAT IVE REL AT ,IONS HIP WHIC.H GREW • ...,. , 
I \I , ~•f :: 

,, 
, .' 

' -
PAGE THREE RUSBAE 1790 ·s ! . e R E i' 
OUT OF PRESIDENT'S VISIT WITH MRS.-GANDHI'; IN.DIA 1NEEDS US 
ECONOMIC ASSISTANCE MUCH TOO URGENTLY FOR THAT. HOWEVER 
THE FOLLOWING REACTIONS WOULD 3E SPON'(ANEIOUS AND, EACH WOULD 
FEED ON THE. OT HERS:. • ,· , 

A. THE COMMUNISTS; THE FELLOW TRAVELLER FACTION IN THt CO~GRESS 
PARTY AND THE INTENSELY NATIONALISTIC HINDU RIGHT WOULD VIGOROUSLY 

•1ATTACK INDIA'S NATIONAL POLICIES AS. ·THEY RELATE-TO THE US, WITH 
KRISHNA· MENON TYPES EMERGING-·ONCE 'AGAIN AS. AN IM PO.RT.ANT POLITICAL.: .
FOR CE ; . \ ' ' . . 

' 

• ' ( : 

' 

' 'I • 

I I B. MOST MODERATE PRO-AMERICAN INDIANS WOULD BE POLITICALLY ''I·: •• 
SILENCED; , . • • .. .•,) 

C. TO SAVE· HER POLITICAL. POSITION MRS. ·GANDHI WOULD BE .,''-
FORGED SHARPLY ITO ATTACK THE US; ' ·. 11 

D. RESENTMENT WOULD INCREASE AGAINST FOREIGN PRIVATE . 
INVESHfENT, E SPEC! ALLY US INVESTMENT-,; PR OGRAM OF • IM PORT. LIE BER AL• ": 
IZAT ION WHICH OPPOSIT I.PN LEADERS 'INSIDE: A,ND OUTSIDE OF "CONGRESS •~ 
ALREADY 'ASSERT WAS FORCED·UPON ASOKA MEijTA BY WORLD BAN)< AND u.s~;··· 
WOULD GOME UNP'ER ST ILL HEt\,V-IER . F'l'R£; . • · - '·. . . . · . , , i 
• -,- E~· INDIA'S PRESENT·. FOCUS ON:THE-CHIN.ES£. ·,THREAT WOULD .BE , ~ ; .. ~·. 
9,y ITC Hli:0 T O l='AKI ST AN' ' ' ' ,· ~·' ' .'. 1;," •\ •"' ,, '. l • .' I • '' ' , • ?> ' 

,, \ I 't, I • ·- ., •t . . . I ·., 
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:·PAGE FOUR RUSBAE 1790 S • E e ~ E l- .. 
F. CURRENT EFFORTS BY MRS. GANDHI AND MODERATE INDIAN 

• .':LEADERS TO EASE THE PAKIST.AN CONFRONTATION AND PERHAPS EVEN 
TO PROVIDE A CERTAIN DEGREE OF AUTONOMY TO THE KASHMIR VALLEY 
WITHIN THE INDIAN UNION WOULD BE BROUGHT TO A GRINDING HALT; ,·' ·,i 

G. INDIAN MILITARY EXPENDITUREs;wouLD RISE AND INDIA'S 
Mti..ITARY AND POLITICAL DEPENDENCE ·oN 'tHE USSR WOULD INCREASE;.,_ • 

H. AS ONE SUCH REFLEX ACTION FOLLOWED ANOTHER US PUBLIC :·' • 
, AND CONGRESSIONAL RESPONSE, NOW GENERALLY FAVORABLE TO INDIA, 
'WOULD BECOME INCREASINGLY ANTAGONISTIC AND OUR ABILITY TO HELP 

I 

INDIA JN A SIGNIFI~A~T WAY WOULD BE SERIOUSLY CIRCUMSCRIBED. '! 

► - • ' i 

6 •. F'OR' THESE REASONS AS WELL AS FOR THE REASONS OUTLINED IN REFTEL'1 

,WE CONCLUDE THAT, IN ABSENCE OF INDO-PAK UNDERSTANDING ON:sua- .·· I 
CONTINENTAL MILITARY POWER RELATIONSHIPS <AND ON R~AL NATURE OF .~ 
THE THREAT FACING SUBCONTINENT), THE RESUMPTION OF US SUPPLY OF 
LETHAL MILITARY;ITEMS TO PAKISTAN W,OULD BE·A-VERY SERIOUS MISTAKE •. 

• ,1, 

·1. IN GfNEHAL WE CONCUR IN THE -SPECIFIC RECOMMENDATIONS IN 
'REFTEL ~ ' ' ' / l' • 
• t,.. IN _PARTICULAR, WE AGREE· THAT' UNTIL PAKISTAN IS. PREPARED TO. '\1 
.JOIN I IND. IA IN DEFENSE OF THE SUBCONTINENT ·AGAINST GHINA, US • . . J 
MILITARY SUPPLY POLICY SHOULD BE RESTRICTED TO, NON-LETHAL ' , '. ! 

. . l 
•I' ,' • PAGE FIVE RUSBAE 1790 ~ ~ -C ft 'E ~ . · • .' • :1\ 

.EQUIPMENT TO BOTH COUNTRIES WITH PROMPT ACTION ON CURRENT REQUES'J'.Sl 
:WHICH HAVE BEEN SUBMITTED TO. DEPARTMENT OF.·DEFENSE; . • • · _:j 

B" WE ALSO AGREE THAT EVERY EFFORT SHOULD BE MADE TO ENSURE. :_,·J 
THAT INDIA AND PAKISTAN KEEP THEIR MILITARY ESTABLISHMENTS AND ;,-·.,,, 

t 

EXPENDITURES WITHIN REASONABLE LIMITS; 
' 

AND T-HAT US EFFORTS' IN1 

THE SUBCONTINENTAL BE. FOCUSSED ON-DIRECT ECONOMIC ASS.IS!ANCE. 
C. WE FORTHER AGREE THAT WE SHOULD-CONTINUE TO PRESS BOTH 

'INDIA AND .PAKISTAN TO MOVE TOWARD A·. PEACEFUL RESOLUTION OF THEIR : , 
DIFFF.RENCES, STRONGLY CONDEMNING ANY PROVOCATIVE, ACTION BY. EIT~R 1 
NATION AND ENCOURAGING INDIA IN PARTICULAR, 
MORE POWERFUL NATION,. TO TAKE EVERY REASONABLE INITIATIVE 
THE ,·EARS.OF ITS NEIGHBOR. ,. 

8 •• WE ALSO RE°COGNIZE THE, US STAKE IN SEEING THAT THE PAK 
MILITARY ESTABLISHMENT IS NOT SOLEY DEPENDEN-T . . . ,-·,. 

11• • , • : • • , , , • ON .CHI COM,S_. ., 

.... 
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OR ON COMMUNIST .BLOC. INDIA IS N0\\1 SECURING. LETHAL MILITAR.Y 
,··AID FROM A NUMBER 'OF COUNTRIES AND PAKISTAN MUST BE EXPECT£D TO .. -., 

·oo THE SAME. CONSEQUENTLY WE AC:iREE THAT us SHOULD NOT .TRY TQ... .:,, . ·,' :l .. 
"CLOSE DOOR TO.FRIENDLY THIRD COUNTRY SOURCES FOR MILITARY ' _,,,, ·•,.:1 

EQUIPMENT ·FOR PAKI'STAN AND THAT U~DER CERTAIN c·IRCUMSTANCES WE .. 1~ . 
i SH.OULD CONFIDENTIALLY ENCOURAGE SOCH SOURCES. . '. · . - . ; '·JI 

, • ' • . . , •. V . ~ 
9. W'E STRONGLY I RECOMMEND, HOWEVER,, AGAINST ENCOURAGING OJiF ICIAL '-._'~ 

•SALES BY COUNTRIES ON ANY US EQUI,P:'rJENT REQUIRING US · · /: . : . ;-j 
APPROVAL FOR TRANS~ER. WHILE _SOME OF T'HE HEAT fRNOM .SUCH SALES . ·:' ' 
MIGHT MOMENTARILY BE DIVERTED TOWARD ·THE THIRD COUNTRY INVOLVED'·:·. 

·'·;us ROLE ·.wo,rljj NOT REMAJN•CONFIDENT'IAL 'F'OR LONG A~'O,' EV_ENTUALLY · ·. 1 ·) 

I WE WOULD BE HELD RESPONSIBLE. . . .. ' . . - -., , : ·, . f-' I 
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1. Assistant Secretary Bare called in Indian Ambassador Nehru June 6 J to 
j 

J-

e'.:-IA discuss with him question of defense expendttures and to bring our discussion 
NSC 

thi& subject with GOI to level of specifics we have already reached with GOP. 

2. In brief remarks on Indian. d~valuation• _Am~_ Gandhi's..Nehru describe_d Mrs. 

dee i.9 ion as QUOTEvery courageous 'ONQtlA'B, e·,cpressed some surprise that GOI 

would have made this move so far in advance ~f any foreseeable consortium.. • . 

pledging session. and suggested that devaluation will be good move only if 

India can QUOTE get a lot ~f money tJNQOO'l'R~o make it work prior to elections. 
t, •••. ·,

3. Ambassador Bare then briefly informed Aqrl,.Nehru· of Amb. Locke's 
.: i 

departure for Pakistan evening of 6th. Ambl(are expressed view that lr.mb Loclce 's 

. ' -. ,' ... appointment at this time will tuni out to be useful not just for US-Pak~ 

.. ; 

relations but useful from a subcontinent pobt of view. Amb Nehru agreed 

and expressed hope he and Amb Locke would bti able to meet when Amb Locke 
.',, '•, . 

• •,. I 

returns in a week or two. 

4. Ambassador Bare then revie9.1ed results of Mehta mission here 1 specifically 

Drollocl by, T .... _hlclrMIMi-NII 

NEA:SOA:HGRagerty:js 6/7/66 ......,. __, ...,, DA ~ William J. Bandley• ., 10• 

a .. , ...... NEA- ·Ambassador Hare (draft) 
SOA- Mr. Schneider 
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~ocusslng on need to reduce defense spending·: Re stressed our. :,rte¥ that -peace and 

development in the subcontinentrequift.that then be reasonable limitation on 

defense expendituns and indicated as wll Om' unwi1lingnes1t. through economic aid• 

to finance indirectly an arm spiral in South Asia. Re then refened to Soviet 

military assistance which. be ttm:ed• AmbNehru bad described as noi; very substantial 

during Minister M~hta 0s talk with the. Seet'etary. Amb Hare aaf.d information gleaned 

from only public soure®s eueh u 1trus and GOI statements 1n tok Sabha indicate& that 

program has an OV10rall val~ of mn than $250 mf.1Uen and ~t it has included large 

number of transport aircraft., thna squadnns of MIG-21's· (Dd in additlft to produe-, 
. . I· .. · . . . . . . . . . . ·. . . . . . . 

tion faei1ities ae'knovled~d by Amb. _Behru earlier)_. aurface to 0 air mbs:Ue ~lexes0 
. · ... .. . .. • ... 

and lar~ number of hciltcoptM's and tanks. Ambllan also Binticmed su~ines and 

noted t;!'l.!?'tthis f.nfcmnaitin c:ot'.td wall be partial since certain info of this ehar~et~i: 
. ~· 

is ~f~9.~ __ bpf confidential. .. . .. .. ,_ . • .._,. . 

S. Amb Hare- said our point in ~isf.ng this matter and elarifying our position b that: 

t:'l!s substantial Soviflt assistance f•ds f..-rs 1n Pakistan and contrilrutes to arms 

spiral on basis of its arrival 1n S~ Asta rather than on basis of stretched out 
'-

paymnts. Por that reason w betiew that costs of Soviet military i..;8istan.ie® ~tu:ruld 

be thus reckomid on basis of d® Hwrlas • 

6. Amb.HaTe indicated that we had also. pressed Paks bard on quest:ion of reducing 

,. defense expendituns 11 and h<ei suggested that if India, as the larger power, ca-..1!d 
• ,. I. 

j j, 

initiate first st@l>s toward i'eduction defense spending. then it weatd be hel,,fu! in 

getting Pakistan. as smaller. to ecme along as well. 

7. Finally. Amb Hare made point that. in our annual aid revievs, Ytl weuld be assignfog 

-=-IIIGRm' 

l • 
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consi~erable· weight to ~bject of: defense apendf.ng and' to need for downward trend •. : 

He eaid he hoped GOI and GOPmight·get together OQ th~~• but __f.f that not' p~sible• • 
!1,:·. ~ 

then cooperation by indepen~nt example might have same effect~ 

8. Amb Nehru responded saying ha ha\no instructions this regard and his remarka. 
. .. .. ·. . . . . . . . •' . . . . -· 

. ' . 
ahould be interpreted u. his and no~ necessarily GOI'•• Be ·spotca briefly of 1964' . . ~ . 

MGmorandum of Understanding, indicating that while he agreed US would not want to 

fuel arms spiral, that appeared to hila to have been broken by ourmemoranduan. 
suspension of military assistance. 

9. More important• he said, 1s fact that GOI WIit• to- spend no more· than :ls 
.... <". .. .. - . . . . .. . . ... . .. •. .. ,. • . . . . ·-. .. . .. - - .• '. . .. ·. .. . . . . . . . .. - - .. . 

&bsolutely necessary to maet the two-fold ~~reat i:o its se~~z:~ey._ ... ~~!. -~o..1~~2., 

GOI spent too little on.clefense;·now COi needs forces deployedagainst.the threat 

from China ~dlesa of cost to other important peeds. Second threat comes from • 
. ·.• ... .. . . . .. . . . ... .. . . . . . . . . ' . . . . ~ . ... . . •· . - - . . .~ 

Pakis..:.:m which QuarR suffering from soma kind of lunacy lJNQUOTEthat its security 
• • •• ••• -M• • •'•"-• 

~ 

is thtt.atcned by India. Be said GOt naeda no mop· than parity on Pak side to 
, . . . willing . .. . . . .. . . . . . . 

~ct Indian security on that f~nt. If COP ilf Bdlttl& reduce forces, then . . . . ··r 
- on 

001 ~~uld be wil~ing to '9duce anti•Pak component ~t~ for~s· man~~~-buts • 

bu·;: ~ti-chi.com component: of 'Indian forces would 
.. 

Jt111 be very large. Be vent on 

to sa1 there 1a no queation of • ratio 'between th• two armed forces since the 

t~1:cats they face dlffeT; neither rato nor cos1:1'lg basis is relevant. Main ,oint • 
i 

_;~~ Ne~~ ~aid.• ..~ .th• th~~·•: _.. 

10. AmbNehru asked AmbBue. 11hat naponae tJS "-" from Pales. AmbBare pointed out 

Pak interest f.n reducflig ~rm load .anctin~~ ~ea"Y .-,h~~.-~ eccn.aaad~. 
development. AmbBehru said COi baa •aa view. llllti cot. be said, bu already 

P ES 
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·--uust.,,•year t !I. 

with no increase in real terms ctue to war~· COP's has doubled •. COI :ls most intues·· 
. 

he emphasized, in redue!ng am spending and_ fc:usaing 
, 

_n!t__on 

tJNQtJO'm but on eeonomic prognss .- but cOI.finds •lt necessary 

.. ...'~ 

.., ... QOOD psychotic Pakistan tmQlJO'l'! ubieh bu alUed itself vith 
f, r/.:···· 
,, ·r·• 

·.,,\• 11. AmbassadorBare 

but it was precisely 

Soviet bloc assistance. 

~'?111'8:t_~~r.. m,lect~~ 

. . . ....., . . ... 

QUO'l'B__mf.li~~- g_to,:y 

to defend itself again: 

China. • 
. . - . 

noted that we agree. GOI defense l,adget bas not gone up ai,t,Tecb 

for that: nason that we had __made point about costing ba~is for 
.·J .• 

.. . ' 

m:: 

the importance of a downward trend. saying he would nport this conversation to h!~ -

gowrmneM and assuring Ambasaador Bare tha~ the COi will do all it can· to limit 

defense spending• but not below the, lewl of t:he threat. the cot feels !t fac:.is .. 

I ' • 

leave with Ami, Nehl'U, aumdng up 
. .. 

,,__ 

13. fO!l NW D!UII: ~sy ,hould •. •~ appropriate tfna and level~ reinforce mGssagc.... ',•· ·: 

on defense spending Ambassador- Han eonwyed to Amb Rehm • 
... . ,·,.. ,·.• ,. 

•,(}•"'' ..: 
,·..' . . . ~ 

since 

~ _cur~nt. 
• 

12. Ambassador Bare recapped 
. 

noting that llbf.le wa -~gnin 
. . .•- ' 

de11wries whteh heighten Pakistan anxieties are not 

GOI. defelUI~ _ ~d319.~~ _ •. ;. 

points he wished 

dtffl.eu1ties, w 
. - . - .. . 

arms spiral in South Asia causes such difficult 

essential to get the &ffOlf8 pointed dawn rather 

eons1c1er tt simple ,ro,,osit.icm. 
..-~.- . .. . . - . ... . . . . . .. 
problems for us that we be11~ 

than up. Ambassador Nehru agreed 

by 

l.n 

!t: i 

·, ,: 

:_..-,..···::,;, 

... 
:, 

',,, :\ 
(' ~. 

ltt)i.
.-' ',·.' 

,, •. 
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,, CONGRESS PARTY MEETING IN BOMBAY. AY 2f'.'"23 

INR PE·: BOMBAY TELS 534 AND 535 

L I H.ciVE DELAYED ANY BROAD ANAL YS!S OF THE ALL-lNDIA CbNGR SS 
CO11r1ITTEE. MEET ING (MAY ,21-23) NT IL v.1E HAVE 'HAD AN OPPORTU. -y 
TO DIGEST THE REPORTS9 TALK TO SOME OF THE PARTICIPA ·s 
P.P",, EXCHANGE VIEWS WITH THE QUALI1'IZD OBSERVERS AND .NALYSISTS •• 

.. 
2. IN BRIEF -I BELIEVE THE MOST SIG ··.rICANT DEVELOPME T WAS 

COM • .. , 

'R~Y .• PAGE -wo RUSBAE 1755/1 GO NF •• r) EMT I AL 
RSR . '.HE FURTHER STRENGTHENING ,.OF PEI•i"i 1 GANDHI HER NATIONAL-.· • .,, 

, LEADERSHIP ROLE. • 

3. AS IN MOST POLITICAL CONVENt:J 1S, IT WAS CLEARLY EVIDENT 
FROM THE OUTSET THAT BASIC POLICY CONSIDERAT ·oNS WERE 
SECONDARY TO POLITICAL MANEUVER . G; WITH ELECTIONS ONLY EIGHT MONTH~ 
Av.lAY FOCUS WAS -ON THE SCRP}1BLE rJq PO\vER WITHIN THE PARTY 
SfRUCTUREo PAKISTAN AND CHI A WERE SCARCELY MENTIONED. 
CONSEQUENTLY CONGRESS WORKI G COMMITTEE CAME·UP WITH ·oNLY ONE-

.'.,·· POL IC, RESOLUTION, THAT ONE CONS::s-rNG OF-.tNNOCUOUs··-----· -:-~-----: 
·,·;._ APPEAL -oR -GREATER AGR ICUL. URAL PRODUCT-ION ~D 'SOCIAL C TROL" 

OF DISTRIBUTION. SEMI-OFFICIAL E P ANATION FOR THIS ·rNSIGJ I-
-~ . .:· . F 'CANT DOCUMENT WAS· INABILITY 0. COMMITTEE A.PPOINTED S . 

,, ·· RESULT JAIPUR A ICC MEET ING (EMB"rEL 2144). PREPARE FULL-SCALE . 
'. ECONOMIC.RESOLUTION IN TIME'AV LABLE TO ·rr . • , •. 

• •~ ; - , ~ , I ;ij',.' ,,:·\ ;. ·, ~ • • / •...J 

I ' 

, -' 
~ Y. ·3 l: 
·,•' :·: .,-·... 
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CONFIDEHTTt\~ 

-2- 3275, May 31, (SECTIO ~ I OF IX from New Delhi. 

3. EOWEVER9 IT WAS OPINI01· ,JOST OBSERi/ERS 9 INCLUD 1G C:MBASSY 
OF'FICERS PRESENT AT. SESSION, THAT COllGRESS HIGH CO~ill/.\1·0 • •• 
DELIBERATELY AND UNDERSTA1 DABJY !N;ZNDED AVOID CONTROV~R~IA 
POL:,CY MATTERS .. NOTDJORTHY THAT RESCLUTION CONTAINEDNO 
MENTION WHATEVER OF COl T 11 LiING sr. ;;TRTILIZERS A1 l) INDE::'.D THAT BOTH 

. MAJOR. SPEAl<ERS ON RESOLUTION, S,.,V,. ---'ATIL AND. KRISHNA t11ENON, 

Pl~GE T HR EE RU S A E 1 7 5 5 / 1 G O r<f J D r: 1•4 T I f.l . L 
;' ANNOUNCED AT OUT SET THE IR I TENT ICH l 10T, TO DIS CUSS fERT I LIZER 

POLICY.· 

4n WHILE LARGE NUMBER (207) u·10,·;- .. <41/J.I .. RESOLUT UNS SUBMITTED 
?OR DISCUSSION COV£1HNGWIDE RAiWS Of IMPORTPiNT M1\TTERS1 Oi'JL 
fJuR OF. TH.ESE ACTUALLY CAME f'? ·>L1' •..,JSCUSSION, A 1D OF THES~ 
ur--:1..,Y J,;;Q <MATTER • OF' INDO- S F'OU'\JD,;:- :: t;,) AND. RE SOL UT I ON CAL I I G · ·· 
FOR RED! CT ION IN PRICE av·FERTii:Ji'.'.:RS) PHODUCED ANYTHI 1 G 
RESDJBL ING GENUINE POL IC' DE GATZ" 

.5u CHOICE OF' fJVE .ELEC ED rlEMBERf' .. rw CENTRA'... ELECTI01'S CO)i I Ei.J 
PaODUCED Ci..i::AR-CUT ICTORY Of .S,x .. ~]1~TIL AND SUBSTr-,r·TL-:.. 
s~·Rr:NGTHENING OF HIS POSITION~ f\S }ff HN PREVIOU~.:;LY 
ASS'RED ME, HIS POSITION AS r:;: HAD n;s::~,~VJ.OUSLYASSCRED' ·' · .ME, HIS MAN RA(1 SUBHAGSINGH W 1' 1 i~R LEF'i"IST K.D~ MhLAVIYAo • 

• THIS VICTORY WAS PARTIALLY SHAq~D 31 MORARJI DESAI 
FORCES AND REPRESENTED OVE~A L .SAIN FOR RIGHTIST :ND OF 

. CONGRESS Pull ICAL SPECT. UM, /\L. ,·,·1~·r~H PERSON1),L_POLIT .CAL··---
.· ·,.-~JANEUVERING WAS AT LEAST AS IMI'(Y'{I'ANT 1-.S. IDEOL(GICf.L • -­

,:·-·coNS°fI>°'E°P-AT"'iO-NS,.. C01'J1' 1· it ... -C'Ot~GR.ESs·-p·RES .. KAMABA-•IN THIS. 1tc·.~ 
... IS. BELIEVED TO HAVE- WANTED MAU 1v r Yr- E:U::'CT ED 'l6 tE"NTRAC ..___-

ELECTiuNS COMMITTE::I AS SOP T(• LI::-;.; !'3TS IN PARTY AND to THIS 
EXTENT OUTCOME OF EJECTIONS HJDJCA'l'ES THAT THERE IS 'A CLEM 

PAGE FOUR RUSBAE 1755/1 CON FI D1Z NT I AL 
:....M¥T ON HIS PO•JER HTHIN THE r;.'.lT\'~ 

I . 

• HIGH CONGRESS [ADEr·1S CONTff;_;co THROIJGHTOJ BOMBAY 
:•EETJ.NG TO AVOID COi[:ITTING THEMS;;:LVES TO C01 TROVEw~·IAL A. :: TS 
rr;Rs. G,ti,NDHI'S ECONOMIC; POLlCH:s. ·:: lS INTERPnET1'iTION BORNE U'JT 
BY ST~DIED AVOIDANCE DISCUSSION 0~ GOI FERT~LIZER PO_lCY 
<PARTICULARLY RE CF.NT Y CGNC !JDEr.1 1,Gi1EFl'1ENT ;,oR MADRAS PU\NT) 
AND ,,' 1\'tri'UD!NOUS N.6.'l'Uf<£ or-•.'l! •;i ::,ilC: HJ~SOLU'i.'. ON, S.},:. 
PAT IL MADE A VIGOROUS AND WELL·' , .. ,:GEI ED SPEECH SUPPORT N .:i 

·.,.. THE ECON OM IC RE SOL UT I ON 9 URG IN O" Ji~DUSTR,~LLiAT I ON OF P1G, I CUL. R£" ~ 
., WHICH HE DEFINED AS INCR ASEQ USE OF WATEH AND PESTIC!JES~ 

BETTER STORAGEp AND .CONSOL.I[rATI•Qi~· ,Of LAND H01 DINC3S. H01JEVER1 

https://�EETJ.NG


. -GONFIDE.N'IIAL 

-3- 3275, May 31, (SECTION I OF II) from New Delhi 

·Vi~ ;-1,1'DE NO SPECIFIC DEFENSE OF THE PRIM IN'S OVERALL 
ECONOMIC POLICY, NOR DID HE SPECIFICALLY COUNTEH ARGUMENTS 
WHICHHAVE 'RECENTLYBEEN US&D-BY OPPONENTS OF _THA~ POLICY. 

7. PROCEEDINGS OF AICC ME£iTINGAS WHOLEREINFORCEIM- . · 
PrtESSION MAJOR CONGRESS LEADERS N·or YET PRErAREIJ THROW ·IN. 
THEIR LOT COMPU.:TELY WITH MRS., GANDHI OR ESPOUSE PUBLICLY. 
HER NEW, r1 0RE PRAGMATIC .ECONOMIC ,POLICIES. ON THE OTHER HAND, . 

• THERE IS NO EV I DENCE THAT THE IH RESERVE IS BASED ON' IuEOLOGI"CAL ~­
D IFFC:RE·N°CES ORTHAT THEY ARE CONSIDER ING ACT IVE OP POSIT ION 
·TO HER LEADERSHIPAT PRESENT. THEIR· POSITION SEEMS.TO l3E • • , 

I • 

. AGE F" VE RUSBAE 1755/ 1 -0· 0 N. F I D E ltJ 'f I A L . 
ONE OF ·wATCHFUL'WAITING WHILE.CONCENTRATING ON ORGANILATION 
OF ELECTORAL CAMPAIG~'AND JOCKEYING ~MONGtHEMSELVES FOR POSITIONS OF 

/ • .·,V r 

I 1FLUENCE AND ADVANTAGE • 

. 8G HIS LEFT STAGE OPEN FOR MRS .. GANDHI. AND HIGH .,POINT Of .: " 
I\•· A.ICC SESSION WAS HER ADDRESS ·I.l AFTEl-<NOON Of _MAYi~~~-==·f..~-~~ 

PO?HEDBOMBAY'S 534, MRS.· GANDHI MAI.Ir:: FOR'fHRIGHT? ALMOST . 
-~'\lPt-1 SIONED, CLAIM TO BE TRUE INT HPRl!:TEH OF N,EHRU' S 
POLICIES AND THINKING. AGAINST. THOSE . NSIDE. CONGRESS 
PARTy WHO ACCUSE HER -or-·rrtiFrATING FROM THEM WHILE UNDERSCORING 

·., 

7HAT POLI~IES MUST BE CONSTANTLY .ADJUSTZb'TO NEW REALITIESo 
IN DIRECT APPEAL.FORPOPULAR SUPPORT,SHE DEPLORED ALIENTATION F 
CONGRESS PARTY FROM PEOPLE AND BLUNTHL'i DE_(;LARED. HER FAITH .. 

N PEOPLEAS MORE·IMPORTANT T'HAN ARTYa 

. 9e MRS.. GANDHI 'S ADDRE.SS, DEL IV ER~D IN HI NDJ AND SPOKEN WITH . 
VIGOR AND ~ONVJCTION?WAS BEST REtEIVED; OF ENTIRE MEETING • 

. . ·. IN THIS SPEECH, ·MRS. GANDHI.APPEARS, IN EFFECT 9 TO HAVE \ 
THROWN DOWN THE GAUNTLET TO CONGRESS PARTYLEADERSHIP BY· 
ANNOUNCING HER INTENT I ON. TO. RUN HER Ol.JJNGOVERNMENT AS. SHE 
SEES FIT OR TO .LEAVE OFFICE. . \GP-3 , BOW ES . • ,· • 
BT 

\ 1 • ' 

NOTE::,Passeci Whi'te House at 4':55 a~mo, -May 31, ·1966 ·_ •. 
i, . . • .. ) • ' .. • ....

i • 
. ·"··· 

' " 

·1 
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C ,.r\ 10._ MRSo GANDHI'S SPEECH AND CIRCUMSTANCES IN WHICH IT WAS . 
MADE SUGGEST THAT. SHE. :SEE'S HER PROBLEM AS .. ONK-uF··,DOMINAT!NG-"--.---------:,,_

NS • 
"'ONGR-Ess PARTy ORGANIZATION IN SENSE OF___BE-Nb'"fr~fG--rr-i--o-··-HtR 

DOD ·w··L IN NATIONAL MATTERS. SH£ CONSIDERS IMPORTANT; HER 
.A ID STRATEGY FOR DOING THIS APPEARS TO c'oNSIST OF 'DIRECT APP AL 
·PC PEOPL.,E <FOLLOWING' IN THIS THE EXAMPLE OF HER LATE·FATHER) . . . 

' 
·;

COM. ' .. ' 

.. .' ... -;.TRSY 
PAGE -TWO RUSBAE 1755/2 C O N, 1 I D E ~J_T I A -L . . -· .·.• 
IN EFFORT CONVINCE CONGRESS PAR!Y LEADERSHIP THAT SUCCESS IN 

RSR FORTHCOMING ELECTIONS WILL HAVE BEEN. DUE LARGELY TO HER -;. • , 
FFORTS AND ·HER POPULAR APPEALo IF SHE"IS TO CONTINUE AS -

PRIME MINISTER FOR.THE NEXT FIVE YEARS, SHE NEEDS THE 
HELP OF THE CONGRESS PARTY LEADERSHIP, AND CLEARLY SHE HAS , 
DECIDED THAT THE ONLY WAY SHE CAN BE ASSURED OF ·THAT HELP IS TO'... · 

',.• . ' 
CONVINCE LEADER SH' P THAT.· IT IS .TO THE IR ADV AN~ AGE TO WORK ~- ·•'

•. --:.'..' .·' 
. ' ,. WITH HER RAT HER THAN AGAINST- ·-HER. 

,i,:: ., • l lo IN A RECENT CONVER SAT ION WITH ME• AND OT·HERS, MR_S. GANDHI 
' MADE IT C EAR THAT ONLY BY DEVELOP-NG A. RATIONAL PRAGMATIC • 

. 1 

.. •._{..:·-.,.· APPc.AL TO INDIA'S PROBLEMS CAN THE MODERATE CENTER PROVIDE ). 

-,·:'· ~ -ECT IVE POL IT !CAL LEADERS HI Po SINCE HER FAT HER PASSED. }US 
FOL:·. ICAL PEAK IN THE 1950S, H_HATEVER DYNAMIC IDEAS HAVE • •. 
E'1ERGED ON INDIAN POLITICAL S'l' GE. l{~\JE COME FROM THE • • 
£Ji'. Rf: £ RI ir OR EXTREME LEr'r •. THE' CENTER HAS REMAINED LARGELY 
RUDDERLESS AND. NEGATIVE;· WHAT IT HAS bESCRiBED_AS ITS POLICIES, 
lt~VE' BEEN LARGELY SUM .TOTAL OF ITS REACTIONS JO PRESSURE OF

l. 
I. 

' 
EX"REME S. ·•· • .---OO?ffi'If>EN'fIAI·-. • • - • • •• 

' '.''·: ;::.·~· .-· ' .. ,.·.·0~--,~-·· _• ------:- _ 

=>ASS WHITE· HOUSE 

CONGRESS -PARTY MEETING''IN BOMBAY MAY 21~23 

R2F: BOMBAY -ELS 534 AND ,35 
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l 
I -2- 3275, May 31~ (SECTION II O~ II) from New Delhi . \ . ' .. ! .. ·- ....:- ~ 

12. MRS. GANDHI ·rs CLEARLY AWARE OF THIS POLIIT!CAL VACUUM AND 
NEED TO FILL IT. W·ITH SUPP,ORT OF,·SUBRANMANIA, ASOKA MEHTA 

• AND C_HAVAN AND A FEW OTHERS .OF THE ...YOUNGER ELEMENT SHE MAY BE . • ( l • 

. \ 
I I , . .., . 

!, .,, . P.O.GE t HREE .RUSSAE 1755/2 -C O N F I fl ! N T -1 A t • • 
EXPECTED TO MAINTAIN POLITICAL ·OFFENSIVE. IF 'THE MONSOON.. '·----
~S St,TISFACTOY, IF° ADEQUATE CONSORTIUM .AID IS F'ORTHCQM!NG~A-D • 
iF' PAKISTAN AND CHINA ARE RESTRAINED, POLIT.ICAL ·rr . XS ,.I:: ....·:-·----;. 
TO RUN HER WAY. IN.THAT EVENT A WHOLE· EW GENERATI ·-.­
OF YOUNGER IND IAN LEADERS COULD BE INT,RODUCED TO ! HE ~!T.'l' ... A?O 

. ' SCENE. . 
; 13. THE GREATEST ~POTENTIAL OBSTACLE TO·H~R ASCEND{ C 0 

I . IN ADD IT I ON~ TO THE URGENT 1'-l""EEDFORSUBSTANTIAL FOREIGN EC r.,·MI , .,· ----- -~--- ____.___ ... -·· . - .. -•··· ··--·-·· -·•--·,·-··· ----~- ---··---···-····-··--C-- ..... -- ·-- ------
! 

: ---,.--------, • I I. 

l 
" . ASSISTANCE AND -A. GOODM.ONSO.Ot~f:-rs FA!CT THAT BEI1 G ·sRi'GKT~~-- - ~· • 

ACTION-ORIENTED SHE IS OFTEN. BORED WITH THE ffEDIUM. OF .POL _IC'S. -
AND, \·JHP.T IS MORE,·SHE IS INCLINED T,O SHOW IT.··., 
LAST. WEEK SHE REMARKED TO CAROL LAISE; AND ME. THAT HER ?RI A Y 
POLITICAL DIFF1CUL!Y LAY IN FACT ·THAT SHE LIKED TO ACT AD TAK 

' RATIONAL TERMS WHILE THEY <MEANING. IN::LARGi.MEA::hJRE···THE· __•. 
OLDER POL·ITICAL LEADERSHIP) WERE MORE COMFORTABLE WITH IR· , 

' •• RATIONAL EMOTIONAL ARGUMENTS. 
GP-3. · 1· . 

BOWLES ... -~-.,

BT 

NOTE:·Pass·ed White:. ·Hou~e -~t •·5:02'· a-~•·,.· ~y 31, .• 1966 

, .. , ·-·---· ··--· ...·- •••• • r; 
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:.:. -2- 34so;!1JU~'l6;'_J;ROMNEWDEUII ', }' -;-;, 

• bUENsf £JirEN1>frvR~1jjiScUS!lt oNq HAT •~£ ~RE ALW~ \'S REMY t.O ;' :•,,!, ; • ·:, 
TALK ON ANY, ISSUEf' BUT NOTED THERE l S ALSO T IIE QUEST ION OF' . ·:; ':~ · ·. 
/'PAK ATT lTUDE" AND OBSERVED THAT PAKS .,TALKIN{L WAR.AND OF . ,·.!~ ,. ·· 
.ANNEXING KAS_HMIR", WHICH DOES NOT ,.GO TOGETHER .. WITH REDUCING ....~, ··,. 
DEFENSE EXPENDITURES. SHE ALSO STATED "NOTHING HAS BEEN DECIDED . i~ · ·', · 

• 1AT ALL" ON ANOTHER INOO-PAK MEETING. .· : · , .. -,1···1· 
: • 1 • • ' . ,' . .' . ; 'I ' ; •. ' I 

4. PRIMIN AGAIN ·coNFIRMED THA'f NON~/\LIGNED tRI·PAR1lTE SUMMIT, '.~J·, 
;-wHIC.H SHE. SAID WAS 'SU-GGESTED-BY TITO WIT.HIN FIRST MONTH AF"TER · ·ftf :> ,· ;'' 
HER ASSUM Pt ION OF OFFl'CE, WOULD BE HELD tN DELHI• PHOBABLY IN · -~ r· ~ ,• 

,:OCTOBERVI.THOUT. ANY f!XEO AGENDA. ; • . .. • . ;,./l'I, i .• ··, . 

• ,'5. ' IN RESPONSE 01· HER QUEST I ON S, PRIMIN SA.ID·.~HE DID NOT. THINK ·. ;.<,',j_ .. ; ' 
" , • ' • • ' ' l • ) I ' ' • ' • I ' ;, : " • • '• '7,., \·•:• ' '/' • ',,' • .1 ' ,, ' ' 1 ' ' l • .' , , ; ~i )• • I , 

1
' ' ' " •• I , • ·, • • , • ,' ', • t, : ·• ... , ". ; > ; '' ' : I • ' l, · \.' •, '. 

, , J/ r, ' • , , , ,, ' • • '•. : , < ) •, , :· ', ; , , , • , • • • I '· , • / , (• '! •".,t,•:r ·,:,._. • •• , . •. • .,· ,. . , . ,· '," · '· ·,: ,'. ,•.~ 1. 

LeHiNF.'SE-INTERN Ar'D!:VE [ OPMbits IiOiiUni Aff'" i\N y· E F'FECT • orn..HAr-
THEY MAY DO ON OUR BORDER." SHE S!ATED THA'C 'JNOIA NOT ·ATTENDING ~f.; 
SEOUL CONFERENCE ON.'. SOUT liEA ST ASIA AS THAT Of?GAN1ZEO BY . ,·: ·a ·., 

·.~PART lCULARL Y GHOUP OF NAT IONS" ANO INDIA COUNjJ:f?Y.AS' NON-ALIGNED ... 
~ "DOES NOT GO TO···ANY _SUCH MEETINGS., 1' SHE ALSO, STATED THAT SHE , ·11;

f· • ·DOES NOT KNOW YET WHETHER SHE WILL GO TO ANY ,OTHER COUNTRIES,:. ·• ~ ,:i , . 

TP,,.~_oscow 1.• : 

. ,, lj: • 
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BASIS. NO 

I • 

UNCLASSIFIED 
' l • 

-211 3487, JyNE 16,' FROM NEW DELHI 

~:-hAor6TRAN~MITTERS°FR1 us. L;ST YEAR USG OFFERED 
SMALL TRANSMITTERS. GOI DID NOT ACCEPT PROPOSAL TO HAVE 
11-IEM IN EVERY DISTHICT DUE TO COST,. WAS PROPOSED SEND TWO 
MENTO INDIA DISCUSS ESTABLISHING THEM ON REGIONAL 
QUrSTI ON Of'1 US RUNNING TRANSMITTERS. QUESTION IS, WITH,. . . 

,,,

t " fI 

1 

PA GE 3 RU OSN D %3 UNCLAS 
!DE'1ALUATI ON, WIIETHER INDIA CAN AFFORD- IT. gTE WHOLE THING WILL 

HAVE TO BE Ga-JE INTO AGAlN AND WHA·T IT WILL INVOLVE-FOR 
US ON OUR SIDE UNQTE. ·-• 
. ' . '! 

5. D!FFERENr,ES WITH KAMARAJ. IN RESPONSE TO QUESTION 
ABOUT DIS/\GREEMENTS \\'ITH KOMARAJ, PRIMIN 'EXPRESSED .. 
GPF.ATEST REGI\RD ANO RESPECT FOR HIS OPINION BUT SAID SHE DID 
NO T ALt.1AYS AGREE( 100 PERCENT ON ALL MATTE:ns. · · ' 1 ;'' 

I. t I•. t 
I \ . 
6• MAHARASHTRA-MYSORE BORDER ISSUE. UNFORTUNATE THAT . 
PEOPLE SO WORKED UP WHEN NATION FACES 'MORE SERIOUS ' '!. -~:,.
PROB L EMS-. WAY OUT WITH\ ' 

L~AST DISTW18ANCES ANDBITTERNESS 
MUST BE F'OUND. CNE MAN COMM ISSI 00 WILL OF APPOINTED 
S,b ON, AFTER TALKS WITH KAMARAJ AND CONGRESS WORKING 
COMMIl'TEE.
I 

7. PUNJAB ISSUE. NO LEGAL OAR TO rRESIDENT'S HULE JN .· 
PUNJAB. NOT YET DECIDED WHJ;:N ANO Ir PRESIDENT ·s RULE WILL. 
BE ESTABLISHED • 

•8. INDo .. us F'OUNDATION. "RE PROPOSED CHANGES, QTE NOBODY t 

."'\ HAS HAU TIME TO LOOK AT IT JUST NOW UNQTE . 

'PAGE .11 RUDSND 9>~ UNCLAS 
9. MO RAR Jl DESAI. CONTRARY RECENT REPORTS, NO ·sJJGGESTlON 
MADE TO HER TO DRING.DESAIHINTO CADINET~ BOWLES 
BT 

I 
- : . I 

' ' ' 

UNtLASSIFiE:0 
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LIMITED OFFICIAL 
•lS IA 
NSC PL 480 AGREEMENT·PRESS RELEASE 

. .INR 
CIA ·FOLLO~ING IS TEXT JOINT GOl-EMBASSY PRESS 'STATEMENT TO BE-,--~-.. _... _._ ... ··_t 

NSA RELEASED ON SIGNING PL 
' 

480 AGREEEMENT12:30 PM ~AY 27. . 
DOD 

BEGIN TEXT • - ' 
• I 

IQ\ 
AID ·u.s. SENDING INPIA ·3.5 MILLIO~ TONS OF Ji'OODGRAINS NEW PL 480 • 

-.FFP AMENDMENT PROVI~ES FOR COMMODITIES VALUED AT RS. 150 CRORES •·. 
STR COTTON, SOYBEAti OIL AND TOBACCO ALSO INCLUDED 

' 'E f ' ,/ 
AGR 

.:___~_: __.____•.. l -~BOB 
I . .COM -NfW--DELHf,--MA Yl~-7tUNDEil-AN--AGR~EEMENT WITH THE GOVT-OF--INDIAFRB SIGNED HERE .TIDAY THE U.S. WILL SUPPLY INDIA UNDER THE U~So

TRSY FOOD FOR PEACd PROGR·AMS3. 5 MILLION TONS OF FOODGRAINS, • 
XMB 700,000 U. s.~BAI..ES (856,000 INDIAN BALES> OF COTTON AND OTHE;R 

COMMODITIES LUED ·Al.TOGETHER AT $313 .• 48 MILLION. (RS.150· 
RSR ~ORES). . . .. 

' ' ~- .. ' ' ' ' ', ''. . 
THE. AGREEMEN1l IMPLEMENTS 'THE OFFER MADE' BY PRESIDENT 
JOHNSON ON M~1~CH 30 WHEN, ·SUBJECT TO THE APPROVAL OF THE ·' ._•: 
u.s. CONGRES, ·HE ANNOUNCEDA F'URTHER 13. 5 MILL ION TONS OF · , 

•• FOODGRAINS FO; INDIAN .. A.ND EXPRESSED THE HOPE THAT OTHERNATIONS 
. WOULD ~LSO HEJP INDIA· MEET FOOD _SHORTAGES._ . . . . . _. )'. 

,. MF-r.-···A.T. BAMBiWAl..E, JOINT .SECRETARY, MINISTRY MU FINANCE, 1 ••• 

. _,, _SIGNED ~OR I1~IA AND AMB C.~STER BOWLES FOR TH~ U •. s. 
. 

;,. 
~- UNDER THE AG,·, EME1~T-, W)UdH IS A FURTHER•. SUPPLEMENT ,TO •rHE 

.PL 480 AGREE:, NT OF SEPT 30, 1964, INDIA WILL OBTAIN 2.75 
,, ~ILL ION T·ONS1, F WHEAT, 750,000 TONS OF· GRAIN SORGHUM · . 

·(MILO) OR ,M;tE, 200,000 TONS OF MAIZE (FOR THE INDIAN , ''· 
, ,,~:-.1,,.-'.stARCH INDU .: Y>, 35,000 TONS OF SOYBEAN OR' COTTONSEED'· OIL, 

' 

1
'7flHI, 101 U. S~-.&ALES' OF COTTON AND TWO MIL.LION POUNDS OF TOBACCO. i 
• ¥ L ?MIT~;?) orrtC JAL USI • ' •i 

l 

, jf .,I
' 

{
ij . 

.~ 
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-2- 3245, May 26, Fro·m New Delhi 

MAY, T7 0 THEEXTENT PRACTICAL,. BE. . 

I . 
i 
I 
l 
; 

t' 

UNDEifTHE AGREEMENT MAIZE 
SUBSTITUTED FOR M.ILO WITHIN THE SPECIFIED LIM·IT OF 750,000 TONS.)

• • . I 
, • ! • •• •. i 

TODA·Y'S AGREEMENT BRINGS TO EIGHT MILLION TONS THE , -.. :; 
TOTAL OF FOODGRAINS SUPPLIED TO INDIA UNDER PL 480 SINCE • •• l, 
DEC 9, 1965, .·WHEN AN' ACCELERATED SCHEDULE OF SHIPMENTS ,1\. 

I 

I TO INDIA WAS ANNOUNCED. U.S. FOODGRAIN COMMITMENTS SINCE LAST •. • 
I . JULY.NOW TOTAL.10 MILLION TONS •. 

' . . .,,. ' I 

•'I 
I THE 700,000 U.S. BALES (856,000 INDIAN BALES} OF COTTON ·.; 

PROVIDED 'REFLECT INDIA'S ESTIMATE OF THE QUANTITY NEEDED FOR ·-,
't • ' 
I .ITS TEXTILE INDUSTRY. IT WILL PROVIDE INDIA'S MILLS. WITH . 

LONGER STAPLE TYPES NEEDED TO SUPPLEMENT 'ITS ,OWNCOTTON P.RODUCTIO~· 
FOR THE SPINNING OF FINER YARNS. · ,- • 
' • . . - ,. I . 

U. s •. FOODGRAIN ARRIV-i;:p AT INDIAN PORTS SINCE 'MARCH HAVE BEEN 
ABOUT ONE MILLION TON'S MONTHLY. ALTHOUGH SLIGHT,~Y- MORE THAN~· 

II • u.s:-·DEPT OF AGR IcutTURE, TW-INDIA-SUQLY 
. : ·MISSION IN WASHINGTON-I HAD CONTUCUED TO BUY AS MUCH GRAIN AS C-C'.fULD BE HANDLED BY· , , 

;SHIPP.ING~10 PORT FACILITIES. SHIPMEN'I'.S WILL CONTINUE TO·,:. ,. 

AS--LONG-TERM LOANS FOR MUTNUALLY AGREED PROJECTS CONTRIBUTING· • 
• 'TO INDIA'S ECON'OMIC DEVELOPMENT •. A FURTHER 51 PERCENT. OF RUPEES' 

ARE FOR LOANS TO INDIAN AF~ILIATES GU AMERICAN•FIRMS WHICH • ~ 
•ARE START ING·, OR AUGMENT ING INDUSTRIAL ENTERPRISES IN IND IA.· I 
THE REMAIN lNG 20 ~ERCtNT __OF THE· RUPEES HAVE _BEEN EARMARKED FOR1 
1U~S• USES. . . • . . . • 

,. ' : -r ......-:.. 'I ' '··,_ '~/ .. • ,. 

i .,. "'•• I 

--END. TEXT • . • ;· 
, I 
.DECONTROL FOLLOWING 12:30 HB INDIAN TIME MAY 27, 1966~ 
·oowLES ., 

THREE MONTHS INTERVENED BETWEEN THIS AND THE LAST PREVIOUS 
SUPPLEMENTARY AGREEMENT (UNDER WHICH 3 MILLION TONS OF GRAIN 
WERE COMMITTED), THERE WILL BE NO INTERRUPTION· IN THE FLOW .. 
OF FOOD TO INOIA. UNDER TERMS OF A LETTER FURNISHEDIRY THE 

' ·, 
\;' 

. .-·•.. _. -- _.__ ·•· ·- _,._ .... -- . -',;. -

ARRIVE IN INDIA AT· THE RATE DESIRED 

THE TERMS OF·TODAY'S SUPPLEMENTARY 
STANTIALLY THE SAME AS THOSE OF THE 

• 1 , 

FEB 5, 1966 •• INDIA -WILL PAY FOR THE 
U.S. WILL MAKE 75 PERCENT. OF THESE 

BY T>iE GOI. 

AGREEMENT ARE SUB­
LAST 

AGREEMENT. OF 
'tSUPPLIES IN RUPEES. THE 

RUPEES AVAILABLE TO INDIA 

• 
, .. , 

· l 

I 
. •' 

. ',.i 
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Info, 

ss 
G SUBJECT: Fertilizer Team -· Dhal'"l!flI! Vira 
p 

REF. Embtel 3147, AIDTO 1557 and AIDTO 1843 cu 
USIA 1. Now that fairly firm. date set for arrival of te.sm,. Indian Embassy has begun
t~·sr~ 
nm block out travel schedule :fo:r meeting US firms. Hope you can give us exact 

CIA Also would like advance copies material team plans 
N:;,.i\ arrival date and duration of visit in next few days./ use here~ 

Please advise names other team members 4,SAP.SCI 2. Delighted GOI sending temn leader of Dhanna Vira's calibre./We will plan
AID 

. DharmaE meetings with US officials at fairly high level. AEC also interested meet1ng/
::.y 
J\EC Vira. 
AGR Dharrna 

3. Although meetings with fertilizer companies obviously have first call on/COM 

Vira's time, we and Indian Embassy are considering visit TVA if time permitso 
Dharma 

Would be helpful ifjVira could stretch visit by two or three days beyond 

three weekso Also considering possibility visit Oak Ridgeo 

4o Indian Embassy presently scheduling one or two days Washington, week :f.n. 

New York, three or four days Chicagos possible side trips fertilizer plants, 

fai:ms, etc., as well as TVA~then. return to Washington for three or four mo:te 

dayso Usefulness of te-tminal-visit here. would partly be opportunity US finns 

have second round talks to ~leat· up questions whi.~h may arisea 

SCP - EXEMPT 
END 

Telegraphic lran1ml11lon and 

claulflcatlon approved by, 

AID/NESA/SA... Mro Thomas ptu1/tj Commerce = Hr. Bache (subst) mh 
AID/NE~A/CDF - 11r •. Fir~~r~berg~

0 NEA/SOA~ Mro Schneider 
SCI - ,-~. Trevi thi~k f..TTJ'> REPRODUCTIONFROMTH.IS COPY IS 

LIMITED OFFICIAL USE PROHIBITED UNLESS "UNCLASSIFIED" 

Draftedby, 

~~MDS-322 



• 

/NDJ A - PA k--



83 ··-,:~·:~(~:;", 
• • ~'" ·:,?~tiCTJON: • Amembassy lIBWDELHI IMKEDIATE 
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575 
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-~ 

3 s6 fM '66 

SANITIZED 
.,,.. ·. " : • • , - AmembassyKARACHI I I E.O. 13526, Sec. 3.S . \ (sj C\G, 

NU ll-1t 
'2..1 41.f By ~ NARA, Date lb-3-1/
\ \ 3 it}i}~~( 2 (i\ ;;.~~~~rrA 

.AmembassyLONDON • 7 0 4 .:3 
AmembassyM0SC<X-1 2.7 ~ 2, 

.CINCMEAFSAfor P0LAD 

soae 
in text,/~ N0TAL. 

U>lA-i: ·~·':','· :tm:n::-PAK • 
. tS<t: -}:·;:~ ·;.: :,, : _· ..•.{.,~-. :-· 

lNil~-:,··-•. !J/ .. ··'We are increasingly concemed over signs of down-tum in Inda-Pakistani
CIA·\,:::.;=,)\-_~-;'.. • .• ·_·.. 

NSA./ :. ; ::¥-i•t19ns. Apart from recent resol-ution of pension payments q~estion 

~://:/?(~ih~ 's Z908), discussions on eastern boundaries (Calcutta •a 246 and 259), 

•iui~.~casional repetition by leaders on both sides of generalized willingness 

to, talk and generalized commitment to peace, all other aspects Indo_-Pak 

relations suggest that -both sideo are backsliding from even . modest gains. . 

: -, . ·att¥ned_ during initial phase of Tashkent implementation. Illustrative of 

. _· )>~etJent trend are fallowing: 

•\: ' - A~ Signs of tension on Y..ashmir CFL (Karachi' a 2079 and DAO Delhi's 0428),-~:'· •• , 
''·) ~eports of renewed infiltration, and, most dist~bing of all, tbec:Jreport 

: ._:_.· _--,-.~•,,: .,.__ .,._ ..,..,.J ... frOl!l Lahore of the GOP' s intention QUOTE to create crisis eituation 

3.3 ),~ga;l~·along CFL UNQUOTE thi;--summer '•-------•]•; lo)l' 

T.......,.. ......... _.5/24/66
~-­ ............ _......,.NEA/SOA:u~ DTSchneider:dan 

• I0/l;JNP - Mr. Kimball (draft) 
S0V ~Mr.McCracken (draft) .AID • Mr. Farr REPRODUCTIONFROM TtflS COPY IS ' .,INR.-~ Mr, Spain (subs) 

PROHIBITEDUNLESS "UNCLASSIRED"·-_· 



Page 2 of telegram to Ametubaasy NEW DELliI, RAWALPINDI, KARACHI, USUN NEW YORK, 
LAHORE 

B. Step-up iii press invective and in tiffon:lng public statements by both 

aides; 

. c. Reports of continuing Pakiatani asaiat3n e to tribal dissidents (Mizos, 
denied such 3id stace Tashkent,); 

Nagas; etc.) in eastern India(We not,,. £rem i'i,1di • s 663 thJJt President Ayub has/ 

D .. Failure to move on to other pro-vi i.ons r}f T-'f.shk.ant Declaration, including: 
other thJu ai~ ~nd neutrQl !~s~red c~rgos 

(ll lack of progress on se:t~ed propertiras/, (li ,~antinueo Pak stickiness on border 

transit;. and (3) Indian reluctance to 111:i" ..t~.fi:.e.ss,::c.nd rcom.td ,1f high-level talks .. 

2. In addition, we note reports (Pind:t'a 641~~ Delhffa 3163) f:lugge~ting Soviets 

unlikely c.ons_ider any fresh initittti•;re -on fur.th.er 1mpleru.ent.etion Taahkent Declaration 

in near future,., 

3. This trend.has obvious implications re peace on the subcontinent, a prime 

requirement for 1:iormalization of our relationship with India and Pakistan. It 

cannot help but have disquieting eff ct on ou:r continuing iiffo~ts unranl complex 

of aid and military assistance questions left ovP-r iri.-mi 1.~st fall ~s suapension, 
a downward trend 

our efforts to bring about ~ in defense spending, and our efforts b, 

put into effect the policies which have resulted from our own reviews in light of 
Pres. and hHtln. Gt:'~1-iDhI:;rd. :-1~d,bt~.:.-;i 

our discussions with /AYUB, /.;UBRAMANTAM,~~ SHO I . ~ .e.r1d MEHTA. 

4. For Rawalpindi:. 

A. We recognize President Ayub has "'erlous political ~roblems over Kashmir. 

Unfavorable reaction to his signing Tashkent Declarati.on probably responsible for 

GOP's backtracking to protect political rear. Ayub now undoubtedly feels he needs 

some sign of action on Kashmir. In absence any foll.ow-up on Kashmir under Tashkent, 

any prospect 
! 

further talks on Kashmir with Indians, o;r action on Kashmir under 

...... s "' ..._ 

https://Declarati.on
https://fur.th.er
https://ss,::c.nd


Paae.-l __ of telegram to Amemba.ssyNEW DELHI, RAWALPINDI, KARACHI, USUN NEW YORK, 
Lahore 

- 6Betffl'f-

September 20 • UN Resolution, Ayub seems ~·~ h,aw2 ~giret!d to i'•®'!fal of propaganda 

caapaip and possibly even new camp~ip of infiltraii6n temiOll'&. 

B. Wehave made our position r~~a7ding ~•~d f@~ Inda-Pak peace and type of 
.. 

co.amications necessary to pres~rve ~~~ce ~~ite cl~s~ to Shoaib during his visit
ielieve ve must now be 

h!lr• and F.mbassy h,H f oll1&:1edup· ~f faetively ah!!!~ hill, ~etum. &4 f Clllla more 
e'£ ev~tfil G~!1'~~i?~~e-t @ffR"<U~tiOlil @ Gea'•aponaored 

•p~cjfic, however, and let Paks kn(l.V th£t '/L'@if;l~~iirll>n/® Ka11hmr infiltration or 

•im.lar action with Nagu <1tudMi!i<ili in I&:i£~t ~©GtMflH'~~e U~~- illli:(?rests on sub- / 
affect wy work out 

continent and,-would 'lii\M !"MICiatiuik:&d,,;._owhis~~W~K' ~d.H'Btadi1.'llg iM glBl:Jlin 
&ierca• 

rega~1n1:, our: assistmice to Pakbtn. We iwt@im~~•t thia BIQtsaage.'l:i.ii•g~neral way to 

,id Bmbuay have already taken with Shoaib. 'Yt'll!.baHy should also continue report..,. 

~caver .inforiilation available regarding Pak plus and activities •d~·~igned h~t up 

Kaahllir dispute or stimulate Naga-Mizo insurre~tiono 

S. For New Delhi: 

A. Believe most effective thing GOI could d«> to h~ild <Dffta~-blc,i.,-up over 

Kaabmir would be to get communications startti!:d up again. One clear' way 'to break 

out. of present cycle would be for Indians to c~i th£e~gh wlter·<l)f gene'ralized 

talk.with• specific 14101 initiative for high-level talka Gil all matters~f concern. 
' . . 

Ney-round of talks, including discuasion Kashmir, might ti•s Ayub show of activity 

he 11eed.aon Kashmir and cause change in GOP pfa'tut if nieh plam in fact made. 

Even if Paks persisted in :naw pNs.euz~ ~mnpaip, GOI initiative fo~ 

talks' would put Indians in favorable tactical positia.. 
. _ conversation 

B_. Accordingly we believe Ambassador took exactly correct line in ...... ,,.._ 

https://BIQtsaage.'l:i.ii


Pqe;___,4.____ofteleiram to Amembassy NEW DELHI, RAWALPINDI, KARACHI, USUN NEW YORK, 
LAHORE 

. . . . . 
viJb C. S. JHA (Delhi' a 3168) . We fi.nd Jha 9 a '1ri.!w that :Pau cOllllitted to Cbicom 

. . 
re1-tionabip which cannot be changed until they become QUOTEdiailluaioned UBQUOTE 

paJJS.~larly negati•e in that it sll!emasto adDlit li~ltle m~ope for external Wluence 

to b♦ brought to bear on situationc u~ fi~d it diffic~lt believe Inclian policy 

J• aiaply to sit ba~k~ watch Pak-Chicom relatio~ship d2velop. and await QUOTK 

d1-il1.._1omapt UNQUOTE. Hope Embassy can~~~~~ to d~t~Riae if there is any 
' . . . 

-" iaaginative GOI policy md ~nc©;,~i;rt&ga~'itli poa:U.il:-&<!!.tippiroach u Aabaasador 

did 1- ~-. with Jha. Believe Amb.u11~dor ~ll!iol<l!l\'l!K'llpMt tto L. ![.; JRA line he took 

vttli c. S. Jha and,• opportunity pt>~~i'.!ntsiui1U i.o lt'riMin h<1icaelf. Aabassador0 

-y also• wish to weave in theme that it \}l'~ld lb~ ft'fa~@~:, :U., ll8 India -and Pak 
• ' 

aren.tuniln1-to task of getting economies mcvlng, eveey possible step were 

~~ to prevent new spiral of tensions and 9fortunata coaaequeneea that 

c~lcl r._tt. 

6. for USmt: 
on tirend Elliilte~ @«ll'll'eu well u/ 

· A. Would appreeiate mission vittWs/any info you cam •'Mlop froa UN 

S.Cnta~i•t sources re UNMOGIP's assessment ~f cu:rrent situation along CJ'L; 

B. Wewill reply separately to your 4989~ 
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!o AT NOON ON JUNE 3 I CALLED ON PR HlE MIN !STER GAN_DKI • FOR A •• 
i:-:xIEF: BUT RELAXED DISCUSSION. AFTER PRESENT ING HER WITH A COPY 
c.• THE PRESIDENt·s MEMORIAL DAY ADDRESS csEE DEPCIRTEL' 2368) I 
SAID 1HAT I HAD ASKED FOR OUR APPOINTMENT "IN ORDER TO EXPAND ON 
THE CO: VERSATION WE HAD 'HAD A t:JEEK AGO· ON THE QUESTION OF HIGH-
LEVE CONSULTATIONS WITH THE PAi<IST/\N GOVERNMENT• • 

2.. I STATED THAT SINCE OUR, RECENT ;ISCUSSH)NS >_\:JEHAVE HAD NCREAS-
r TG EVIDENCE THAT· AYUB KHAN rs READY FOR A HIGH-LEVEL orsc ssrm~ 
ct D THAT WOULD BE TO INDIA•S ADVANTAGE TO SEIZE THIS OP?OR""'Ut"l .Y 
1HILE SE \:JAS IN A MODERATE·110000. ' . 
,3. · l;jH!LE _ KNEWTHt1T. MANY KEY MEt•1BERS OF THE GO! FAVOR TALKS AT 
:THE ~-HNIS'tERIAL LEVEL WITH A SUMMIT MEETING HELD IN RESERVE0 I 
.8£ 'E'JE THE. CASE _IN FAVOR OF AN EARLY MEETING'..BET\;JEEN THE NEt:1HEADS
!OF ...,i, "TE S -'[10RE PERSUASIVE., • . • . · ,. • . . , , ·· 
l .. 

l 
4o A -1INISTERIAL HEETiNG A·r THIS JUNC:TURE t!OULD BRING THE SArlE 
PZOPLE BACK TO REPORT THE SAME OLD ARGUMENTS AND TO REFLECT THE 
SA 1E O O FEARS LE°ADING TO !HE SAME: OLD FRUSTR T-ION$. 

-:----~---

5.. N THE OTHER HAND NO ONE WOULD. EX?ECT'>A SUMtLT MEETING U!TH 
:Rs., GANDHI MEETING l:JITH AYUB KHAN FGf\'1'HE· FIRST TIME SI:--JCE SKE 
BSCAME PRIME MINISTER TO SETTLE ANYTHING. INDEED, MRS. GAi--lDHI 
COULD SO WORD HER INVITATION TO AYUB, THAT -WHILE NOT PRECLUJING ./ 

DISCUSSION ON ANY ·SUBJECT THE EMPHASIS. COULD BE THE OP?ORTUNI".·Y 
FOR THE T'dO PRINCIPALS TO EXPLAIN THEIR PURPOSE A~.JD OBJEC".:'IV£S .. -rHE 
OUTCOME OF THE MEETING MIGHT BE FORMAL AGREEt01ENt ON THE I z_D 7: 
ESTABLISH REGULAR COMMUNICATIOf\jS PERH?AS BETt:JEEN UNOFFICIAL 
REPRESENTATIVES UNTIL AFTER -THE INDIAN ELECTIONS .. NEX!" FEBRUARY.· 
BY THAT TIME THE''\fJAY MIGHT BE PREPARED-:FO?.·,MORE--SUBSTANTIVE- .... '.:·.___ 

,DISCUSS! ONS BY A ·TEAM OF MINISTERS.i . . . 

:5..::~1RSo.C .NOH! .STATED SHE WAS !NC½!NED'TO iGREE VITH TH!S ANALYSIS; 
',IN. FACT' HE HAD THOUGH THAT ·rr· WOULD HAVE: BEEN BETTER IF 1'HE ~-:s:--r.f 1 " 

., •• t00Wf'.),fU'nWV,t.. - - ',!'.,,' ..;~,~.·.. 
... • ~ . .. G.0. 123'6,Sec.3A 

.'.' ~. 1f-J8Q 
By Cb ,NABA.Pait j--1£,jtl 
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-2- ,3319; JUNE- 3 •. FROM :m:wDELHI_.·, • ..•... ·• 

. ' 

I ' . .,· ' . . .,......--:i. ,, AT RAWALPINDI HAD BE~N BETWEEN REPRESENTATIVES WHQ HAD NOT ·-..~"---~-•- ✓:'~/. 
.•.. BEEN PERSONALLY INVOLVED IN PREVIOUS HAGGLING BET~EEN THE T\10/~ • . .-:'-: 

NATIONS. I, . __ ,.,.,,,,::,,../··· ,',j 

.· ~-·" ~---· 

i:-~·. - 7. I THEN BRIEFLY TOUCHED ON THE SUBJECl .. Of,,ARMS .. L-I°MITATION,. · , •• 
·•.••.• ... <SUGGESTING THAT A GOOD STARTING' POINT MIGHT BE TO·SET UP A ::: : 

• • FACT-FINDING GROU? WHICH COULD ESTABLISH THE EXISTING. AND. PROGRAMMED•·: 
MILITARY STRENGTH OF EACH COUNTRY. ·ONCE THE FACTUt:'\L BASIS' WAS • 
·AGREED UPON !'HE NEXT STEPS MIGHT BE-; CONSIDERED~ ALTHOUGH MRS • .'· . 
. GANDHI WAS NON-COMMITTAL SHE SEEMED SYMPATHETIC TO THIS. . .. . . .. . 
PROPOSAL, AND STATED (AS L.K. JHA HAD. DONE' ON A~'PREvrous·occASION) ....... 

;THAT· INDIA'S MILITARY BUDGET OVERSTATED· INSTEAD OF UND.ERSTATE.DWHAT.': 
...• .;·wAS HAPPENING IN. lHE INDIAN ARMY. • ··':--; · ;· .·, . · • . . • .~-,...... ··-·• ··::,:.; 

I • :, . ~ : -•· •, •• ,. _'·,· 't •• • • ·~r.:_._:_.:_! 

,,. ·.,_,'..i·s. 'I THE STATUS or::>r:HE 'AND MRS.·, ·.1!DID'N0T'ASK'AB0UT ECONOMIC PROGRAM 
·'GANDHI DID NOT REFER TO IT.. , ·.:•·•· • 

1•· ' • •. 1 • I •. , ' \,. • 

, 9. MRS. GANDHI ,DID '·VOLUNTEER, ·HOWEVER,"T-HAT IT -WAS A DELIGHT TO . 
HAVE PARLIAMENT OUT OF TO'tlN ANP THAT SHE ·.HOPED. T.HA'r BY THE TIM.E THE • 
5ESSION WAS RESUMED. IN LATE JULY THAT SEVERAL. DIFFICULT SITUATIONS • 
MIGHT BE SOMEWHAT CLARIFIED AND· CONSEQUENTLY SHE 'MIGHT BE ON STRONGER 1 

C .,'.\POLITICAL GROUND. 
. . 1/~J:t 

'_10. WE THEN DISCUSSED BRIEFLY A FAMILIAR -THEME, l.E.,_ THE INDIAN.· •'·.·:1 

'CENTER SINCE NEHRU'-5 HEYDAY HAS-BEfii'~ALNOST ',iHqLLY DEVOID OF :\---:-. 
I .J • ,FRESH IDEA~ OR EVEN CLEAR OBJECT IVES ... AS A RE SOLT,. T_HE PRESS1 'RES 
I • 

FOR ACTION J-:P.VE C(h';jE FROM EXTRENE LEFr··oR EXTREME RIGHT 1:1r H CCi\JG:t ss hI . 
' ' : ' 

PARTY ·CENTER SIMPLY· REACTING TO THESE PRESSURES AND DESCRIBING THE 
'NET RESULT AS A POLICY. MRS. GANDHI ASSERTED THAT SHE HOPEJ TO 
GIVE THE CONGRESS PARTY A NEW SENS::'. OF DIRECTION. THE LEFT A~JD R-GHT 

i • COULD STILL HARRASS AND HECKLE BUT WITH A SOLID ?OSITION OF !TS 
I• THE CONGRESS PARTY·-.CENTER WOULD BE. IN ·A STRC~GER,·?OSITION TO CP1RRY'. 
I · ••··•. THE ,DA_Y. '., . ' , : •• •• • 
I 
t • •. •· • • • ' '. . . ,·· .. ' 

:< -- •• • •• _;,:11. COMMENT:. MRS!' 'GANDHI t:!AS HER USU't~LCOOL,CALM AND COLEc-zo· 
, .. ~> SELF. ·---.. - -·- ._.......~·-· --~-.... 

;, ' ' ' : I • 

,: , GP•3 BO'JLES ··• .· • • 
fI, .. '. 81" . ' • ..'.)_·:.__,_.-- ... . --~-----.__ ·... 

' : 
. · .. 

. , •·, 
• > 

.. 
·: r-·, ,.. 
◄\- :! 

I ,• 
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WOODENAND UNIMAGINATIVE SELF HE SEEMED SOMEWHAT MORE FORTH· ,, 
NSA COMING THAN USUAL IN DEALING WITH- SPECIFIC PROBLEMS•. OUR , . IDOD­ EXCHANGE DEVELOPED ALONG FOLLOWING LINES: 
NIC 
AID 2. IN RESPONSE TO.MY QUERYABOUTTHE FOREIGN MINISTER•s ? 

I 

INTERPRET AT ION OF RECENT DEVELOPMENTS IN CHINA HE EX PRESSEi) ' ~ 
OPINION THAT THE CONFLICT WITHIN CHINESE LEADERSHIP lS NOT -· 
PRIMARILY CONCERNEDWITH. IDEOLOGY BUT WITH DISTRIBUTIONRSR 

i ' ' 

PAGE TWO RUSBAE 833/ 1 S E C R E T ' 
OF POLITICAL POWER. ALTHOUGHHE- UNDERSTOOD THAT THERE HAD 
BEEN SOMESHARP DIFFERENCES IN REGARD TO THE ARMY BETWEEN 
THE PROFESSIONAL SOLDIERS AND THE POLITICAL LEADERSHIP, 
ACCORDING TO HIS INFORMATION THESE DIFFERENCES HADRECENTLY 
BEEN RESOLVED IN FAVOR. OF THE POLITICIANS. • 

3. • IN REGARD TO VIET-NAM, SWARAN SINGH STATED THAT 
HE FELT THERE HAD BEEN SW ING IN NORTH VI ET-NAM WHICH WAS 
BASICALLY ENCOURAGING. IF HIS·INFORMATIONrs CORRECT THE 
SOVIET UNION HAS BEEN GAINING STEADILY IN INFLUENCE AT EXPENSE 
OF CHINA. SINCE IN HIS. OPINION SOVIETS AREGENUINELY ANXIOUS.......... 

1TO SEE A NEGOTIATED SETTLEMENTOF THE WAR HE FELT THAT -THIS 
WAS A WELCOMEDEVELOPMENT.NEVERTHELESS CONFLICTINGGOI.HAB 
INFORMATION IN REGARD TO HOCHI MINH'S RECENT TRIP TO PEKING. 
ACCORDING OF HIS VISIT WA$ TO .TO.ONE EXPLANATION.PURPOSE 
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R 151315Z -----.. , 
FM AMEMBASSY UIJ.fill DELtlI] . • 
TO RUEHC/SECSTATE WASHDCJ3472l 
I FO RUQVKR/AMEMBASSY KA 'ACHI 1101 
RUQVGr1/AMBOFF RAWALPINDI 337 
RU1JDH/AMCONGENHONGKONG 1 3 
RUEHCR/AMEMBASSY MOSCOW 222 

J.5 G5.1966✓~ 15 PM I I'i 
-~!­

RUMJIR/AMEMBASSY SAIGON. 85 
RUE BBEA/ CI N CME A FSA 
ZEN/AMCONGENBOMBAYUNN 
ZEN/AMCONGEN C~LCUTTA UNN 
ZEN/AMCONGENMADRAS·UNN 
Sf l\TE GRNC. 

DECLASSIFIED 
E.O.12356,Sec.3..4 
~ '14·-/SQ 

By.---~-, NARA, o-9-.;)"·qy.. . 

fil ·----~ --sE: C R E 1 SECT I_ON @E OF rwo{JUNE 15 
I 
1.
' 

I 

J., ON MORNING OF J'UNE 15 AT MY.REQUESTI HAD ONE HOUR DISCUSSION 
WITH SWARAN SIN~H~ ALTHOUGH THE FOREIGN MINISTER WAS HIS USUAL 

.i 

I 
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-~fit~W:~}{t: .. . :: • ,: , , , 
;_~;••• ~i{~~-!1.•·-t,(/.tJ•: ,•~ , •• •• 1·'.!" . ~ .•.. -,:". -SEC~.. ..• 

',:t(?' ''):;<t. '.,i ;,, , •, '.'' ·:' I ' ,• 

}~t ,,!j~;:~.'.;::,,-:·~47~:2.;~J~·:,1s::FRO~~·w hELHI (sEcrroN 1 ...oF 2) 
.:)~;;·. f>;r·•-\'::·\ .. . ·~·.:. . · .·:~··' ·.-.1. • •• ~ .• •• \.... •• . • . . • . • • . • --

<:ft~i 1;~{:-::t•fE,RSUAOF.:·'CHIJ!ESETO TA,KE A M0REM0DERATE POSITION !N RESPECT7.. •7 --

h·1~~;<l \'YJ:·}O,-·NE90TIATIONS; A CON.T-~ARY·INTERPRETATION WAS THAT HO CHI ' 
.. -~'1~1.H'(.F~AR,IN~ CHINA'S D·ISPL.EASURE, IS SEEKING TO REDRESS ,J 

1,/)~ NO:l~s a~·c~NT ·PR.IF'-T_; ·TJ)W;ARDSMoscow. ON BAL.AN CE. HOWEVER': ·, ~·: ..-. 
1J(1~f•?i:·~H£::_FfyL~.-·T.H~T:~HER_~ I~. $·0ME. EV_.IDEN·CE.·0F GREATER FLEXIBILITY •• '.". •1 

~~~: ..••J'.'.·-T-HE·N T.:o·suBJi:ct-f:t:JRNED -OF·PAl<'ISTAN AND CHINESE RELATION SHIP· 

: {'; '->C: ·- · · .. , . . • • ' 

[~: 1\:,;·PAGE:~·THREE•;;RUSBAE-.833/.1- Is E -eR· E T - -
';\:-.:\•P,Q·INTING~.o(Jt''::THA't'•f~R'E .. WERE rw.o IN,TERPRETATIONSWITHIN OUR ,, .. • ·,1 

1 /<JW.N·GO\l~-R~~Ef"T<A$\WlT}i'lN'GOI. ACCORDING TO THE MORE PESSIMISTIC·: 
.t}',':V{EW::pA-KlSTANIS.AR£ AU(EADYJil)J;.LYCOMMITTEL> TO CHINA AND· . : .• ··\ 

'·;::t-HJr:RE,·l·S.,.N.QT,.MUCH· .ANYONE CAN-DO ABOUT IT. ;W,E:OR.· THE·SECOND AND 
~•,:_.:-;,1d'!!Q~E I_NTERPRE.TATION IS ITME"NT ·.,-;: • ", _'W.IPE.:Se,R.E~D THAT NO DEEP COMM 

/EX·-ISTS iA~DiTHA.T .CHINA 'A'ND PAKISTAN HAVE EACH BEEN MERELY TRYlNG .i 
::·:,1,:''.'fol',ust AS' ME.ANS.ro BRING PRESSURE ON. INDIA, USSR ' '' '.:T~E'>OlHER '.; 
•\..,:.:,AN~:>u.SAistNCE 'I SUBSCRIBED TO .SECONDMORE HOPEFUL VIEW. I ,· '·. -~ 
> .,')~'r,s··~:,NXiau·~·FOR AN.Y NEws:.·,rHAT HE. MIGHT HAVE ABOUT A MEETING ', ••• • 

:;J~f;.Pf\:K,:A~D:/.·tNPJAN .REP~E:SENTATIV:E~ OUTSTANDING ·'... ,TO DISCUSS THEIR 
•INCLUll)lNG KAS.HMlR. , . . • . . . . . •<.} 

I , ;.'. ',\ •_, • • ,.·,~ ' • • • . '!\~'i.\i,:~~•.:-:,,}1;;!•:::1' ' :M 

.:,);~&:ttff(t:·<5/A_F,TEFf':Ai°L£N.GTHY'.~EVIEWOF THE NEGOTIATIONS INVOLVED AT 
/'\:ri'.!1t~t/)·;,;T.~_S!i.~ENl'ANP.: RAW~~Pl,NDI_, _SWARAN.SINGH STRESSEDTHAT INDIA W.QULOi 

;\i)-'.~--~:;:•:;:_'./'.-: WtLCOME' A ~EElING BUT WA'S FRANKLY ·UNCERTAIN AS TO PROCEDURE. l 
··.·::i;;,:1iJ~~kt~_>:.·_.:.--GOJ:>.,·::.HE - INDIA 'i... ·'•?.AlD_, INSISTS_ THAT MUST AGREE TO PUT FORWARD A'· 

''):·]'.,:'' 1t~. ::w-ort·CH(\NGE,· OF POLICY IN REGARD TO KASHMIR UNQUOTE AS A • • • .• f 
/t~ ;;'.;". "'•'GONI?~t~ON.:rmr~oLE>·I~(;1 TAJ.KS. WHILE. INDIA WAS WILLING_:ro - ·,/'
.,.,;,/? )·,: ·"Dl;SCUSS'KASHMIR ALONG··WitH OTHER ITEMS IT CANNOT CHANGE ITS. ' 

:\(:;_;,:i}(Y?·'1:'../KASHM)R 'pbSI,TION AS A ·co~DITION · OF NEGOTIATIONS; NOR DOES HE 
.·.J(i:~:,;tMJfi:.::.~t,1~.y~:T-HAT. r~t;·.PAJ<'ISTANIS· WILL AGRE~ to· CHANGETHEIRS. ,

:·,:tt/IAt5;(.?:,·,.,.:' • , . • • • . -· .,· • 
',,-.~~ff\;f;~{i;,i✓ .. 0 RUSBAES3311J ~· "!::'J:;,;'.•;'.pAGE ,:OUR C R E 4' 

1•\':~\1t?,':{ ..:·~IEEJ':'i'NG,.HE:·SAID. SHOULD. BE A WIDE OPEN,AFFAIR tNCLUDIN.GALL i':1 
''(:\•;l'"<fi.?·}•''i_•SUBJE,CT'S~IT' WOUL.DBE .r-,I'STAKE TO. HOLD SUCH .A MEETING UNLESS ,1·,•I·. 

··":::\'';t'.J;[h·;·•.- PROGRESS SINCE FOLLOWING ., .!'.TH,ERE, IS,, S.QME HOP.E Of A FRESH FAILURE 
':~\I:~t.~;~ff'ft'.:,;~~?~:~AL:rI~Dl':~w·?vLD·B~_H~RMFUL_ALL AROUND. - -_ - ' ' '·, • .. ·.-- >i-
. ··:i\.1?::\:Jt:::tn6/,-ISUGGEST,~().THAT SINCE FIRST MEETING HAD BEEN HELD AT •. ,' , ~ .. 
,,'.·1')tJt}¼1ft :,•,RAWALPIND·z:.,At·· INVITAT-ION ·oy GOP THE INDIANS CARRY RESPONSiijLil.Yi 
· '··:1:::1~;\t~}·:·i;<t/:'.OF':',PRbPOf:f!NS··-NEXT NEWDELHI•· INDEED PAKS HAD. .., . ,. ·:-:, ;ME·ETl~G· IN 
-~::·t·~i~%:.:,1(:·:stRES$EJlt,'.WlT:J:{.CONSIDERABLELOGIC THAT THE BALL IS NOW IN . :.:., -•• 
• 1 ·\t··tJ:-1i);:t.~XNDIA.''S COURT•. ·THE, "'1EE.TING I POINTE_D., OUT MIGHT TAKE ANY ONE',' i:' '· r 

.vi:j}\;~~.i1.. ...FORMS1 , .:j"'_.:...,.•~·-.· ... •.• "~;i~~.:\~,tAlb~·l'Ji-~.l.\ili-~~.\ •. : •. -,,,(-J,i,,:.,\ ~ .. ;~-•~·····,'. ~, •'tri:-r,\·::·-.,:lOF··'THREE' ·.·(·4 •-r~ ~~-

' 1. '. t;:.:;J~;;'~;\~};}(< , ;:, 'I <· ' ', • , ',;:, • " •••,,~;;.,>;:4 ~""'.>"' ••'"' ·'-' •- •· " '' , •• , 

4 

,,,,~. l.\;~ •• ;~!q\::h\.:•I ? ~ l : ·'. :j.~ • ' ; S!!CRS'l! C. 

•: ;fi'l\.~f.;i\.',~f:'.i;',\..),,:,'., ,, '::,ii:, . I,.i : :. ' 
" ~ 'fl ' ')i:ft~t·''i.11' '. \;\"\i• ~.' , ,., ,1 ..,. • I 
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' R 15 13 152 L -. 7 
A['l AMEMBASSY NEW DELJ:il_J I~ .. 
TO RUEHC/SECSTATE WASHDC~ : 
INFORUQVKR/AMEMBASSYKARACHI 10>. 
RUQVGM/AMBOF RAWALPINDI 337 
RUMJD H/ AMCONGEN HONG KONG 193 • 
RUEHCR/AMEMBASSY MOSCOW 222 
RUMJIR/AMEMBASSYSAIGON 185 
RUEBBEA/CINCMEAFSA
ZEN/AMEO,GEN ~OMBAY UNN 
ZEN/AMCONGENALCUTTAUN~ 
:zEN/AMCONGEN UNMADRAS 
Sf AT GRNC .r"E. C R ~ i. L~ECT ION 'f~JQ OF' T~ JUNE 15 

8. SWARANSINGH EXPRESSED INTEREST IN THI~ ANALYSIS AND 
t,LTHOUGH NON-COMMITTAL SEEMED ANXIOUS TO CONVINCE ME THAT. 
(INDIA GENUINELY WELCOMED CHANCE FOR TALKS ANO WAS CONCERNED 
QNL Y THAT ANOTHER IMPASSE SHOULD BE AVOIDED. 

~ I THEN ASKED SWARAN-SINGH HOWSOVIET UNION VIEWED DET- . 1 

ERIORATION OF TASHKENT SPIRIT AND WHAT SUGGESTIONS THEY HAD-~-•-"-' 
,1"0 DEAL WITH SITUATION. THE FOREIGN MINISTER REPLIED Tf.i/VT_Tih=.--l_·_: 
HAO DISCUSSED THE PROBLEM ON SEVERAL OCCASIONS WITH THE SOVIETS'. 
WHO PLACED MOST OF THE BLAME FOR PRESENT DIFFICULTIES ON BHUTTO. 

I -

r INDEED GROMYK·Q--HAO GONE SQ FAR AS T Q 'SA_Y_THAT AS LONG AS • l 
:BHUTTO WAS IN THE PICTURE THERE WAS LITTL'E CHANCE F'OR PROGRESS. i· 
iSWARAN SINGH ADDED THAT EVEN THOUGHRUSSIANS DID NOT WANT NEW 
MEETING AT TASHKENT THEY MIGHT PREFER IT TO ·ANOTHER ROUND IN 
SECURITY COUNCIL. 

10. SWARAN SINGH STATED THAT·HEWAS ABOUT TO.LEAVE ON A WEEK'S 
HOLIDAY IN sourH IND IA WHERE HE HOPED TO GET A THOROUGH REST• 
·I ASKED HIM IF HIS REST INCLUDED A DISCUSSION WITH SHEIK 
1\BDULLAH WHICH HE GOOD NATUREDLY DENIED. HE THEN VOLUNTEERED ·1 
.JHAT IF SHEIK ABDULLAH'S PARTY WON MAJORITY OF VOTES IN KASHMIR~ 
;rN THE NATIONAL ELECTIONS NEXT FEBRUARY GOI WOULDWELCOME . • .;,•· 
,ABDULLAH AS CHIEF MINISTER OF' KASHMIR. THIS WAS AN OFF-HANDi·.;/
COM1V\Et,J-( AIJD .I • • ~ 

·-r- __po __.1.__NOT.KNOW IF IT INDICATES.THAT NEGOT.I,ATIONS ''·1 

.,~c:PROCEED ING. ' . . . ,I,.. . "' ~ 
I 1 •;.,' ' ,, ' ii. 
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-2.:. • 3472·, JUNE 15. FROM NEW DELHI.·. (SEC II OF II) • 

I~• • •· ..-• • •1'!\'' .., , .. 1r ·--: ~. 
•' 'l 

11.· COMMENT: I' DID NOl-TAKE UP 'QUESTION OF DEFENSE BUDGETS 
~PARTLY BECAUSE WE RAN OUT OF TIME AND PARTLY BECAUSE. ?AST 
;EXPERIENCE HAS. SHOWN THAT ON 'THIS PARTICULAR SUBJECT SWARAN j 
!SINGH FINDS IT, DIFFICULT TO COMMUNICATE. HOWEVER I SHALL TAKE. ··1 
IT UP WITH C.S. JHA AND L.K. JHA IN NEAR FUTURE. • 
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-3- 3472 JUNE 15 FROM NEW DELHI (SECTION 1 OF 2) 

I•'· r 
I 
A. MEETING AT MINISTER AL LEVE AS IN RAWA PIN0I. SUCH A 
iEETING~ I SUGGESTED,WOULDBE THE MOST UNCERTAIN QUANTITY 
OF ALL SINCE THE SAME PEOPLE wouui FACE EACH OT HER ACROSS THE' ' 
TABLE AND W0ULL> BE, INCLINEa· TO REPEAT THE SAME OLD ARGUMENTS; 

,I' . • , 

B •. CONFIDENTIAL AND RELATIVELY UN0BTRUSIV£ MEETING OF TRUSTED 
,REPRESENTATIVES OF THE TWO HEADS OF STATE WHICH MIGHT BE 
'PRELIMil'}ARY TO A MEETIN BET'NEE MINIST RS R TH TWO PRINCIPALS.· 
I I -~ • 

·c.· TOP LEVEL,MEETING WITHOUTAGENDABEtWE N MRS GANDHI 
AND AYUB KHAN. I PERSONALLY FAVORED SUCH A MEETING BECAUSE I 
·BELIEVE IT WOULD BE TH EASIEST WAY TO DEAL FRANKLY AND. IN AI • . 

I 11•· 

I/ 
• I i 

,' / l' 
I !PAGE FIVE RUSBAE' 833/1 5 ! 0 RE i 

;RELAXED WAY WITH THE PROBLEMS WHICH No·w DIV IDE THE TWONAT IONS/ l 

AS ON OT HER OCCASIONS I STRESSED THAT BECAUSE OF THE VERY . J 
. !NATURE m· THE MEETING <I.E., THE FIRST SINCE MRS. GANDHI. j

!BECAME PRIME MINISTER) NO-ONE COULD REASONABLY. EXPECT DRAMATIC 
SOLUTIONS; RATHER PURPOSE WOULD BE TO ESTABLISH A NEW MOOD i 
IN WHICH THE OUTSTANDING. PROBLEMS COULD BE DISCUSSED AND • • 1 

• FERHAJ;'>SA START MADE TOWARD DEALING WITH THEM. ,, , •• 

7. THE INVITATION MIGHT EVEN SUGGEST THAT MRS. GANDHI VIEWED-'· ~ 
THE MEETINC3 BAS!C'ALLY AS AN EXPLORATORY DISCUSSION IN .WHICH • ·i, 
OPINIONS COULD BE EXCHANGED ON OUTSTANDING QUESTIONS. THIS ·1 
MIGHT LEAD TO ANNOUNCEMENT AT ENO OF TALKS THAT MONTHLY · '_:f . 
MEETINGS WOULD HENCEFORTH BE HELD BETWEEN REPRESENT AT IVES OF . 
THE TWO HEADS OF· STATE TO EXCHANGE V-IEWS ON A REGULAR BASIS - .. A i 
ANO HOPEFULLY TO OPEN U? AREAS OF AGREEMENT. BOWLES j
BI ~ f + .•• 'i.,, fl, }J, •) •l \. ',1' ~ ,I ,,· 

'I •: 
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Dear P. K., 

Thanks very much for the two Commence -
ment speeches which I enjoyed reading. 

I like your emphasis on peace, diversity. 
and economic developn ent in the speech at Luther 
College. I also admire the determination to find a 
way out of the nuclear dilemrna in your Colora<lo 
speech. 

.I think it's great that you are delivering 
speeches full of patience and hope to our young men 
and women. Keep it up. 

Sincerely, 

R. W. Komer 
Special Assistant 
to the President 

Minister P. K. Banerjee 
The Embassy of India 

ashington, D. C. 
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EMBASSY OF INDIA 

P o KD Ban er j e e , 
Minister o 

June B, 19660 

~ ~ 
I am taking the liberty of 

sending copies of the two Commencement 

speeches I gave recently, one in Iowa 

and the other in Colorado, for favour 

of your kind perusalo 

Kindest regards, 

Yours sincerely, 

(P. <t:~erjee) 

The Honorable 
ro Robert W. Komer 

Special ssistant to resident 
r hite Ho se, 

Washington, Do o 

W ASHJNOTON. D. C. 
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HE.ADQUA TERS 
UNITED STATES MIIJTARY ASSISTANCE COMMAND, 

APO San Francisco 96222 

DIRECTIVE 
UMBER 381-41 

MILlTARY INTELLIGENCE 

\ 

INTELLlGENCE COORDINATION AND EXPLOITATION 
OR ATTACK ON VC INFRASTRUCTURE (C) SHORT TITLE:· ICEX (U} 

1. (C) PURPOSE. To coordinate and give new impetus to US a 1d 
GVN operations, both intelligence coli ·ct·on and processing and action 
operations, directed toward elimination of VC infrastructure. To insure 
that basic programs conducted by different GVN/US organizations and com­
ponents, as they re ate to identificatio 1, exploitation and elimination of 
the VC infrastructure, are mutually compatible, continuous, and fully ef­
fective. 

2. (C) SCOPE. This directive applies to all elements of the US 
Mission engaged in intelligence collection and action programs specifically 
targeted against the VC irJrastructure, or which have advisory responsi-

- bilities with respect to similar GVN pro&'rams. 

3. • (C) CONCEPT. 

a. Destruction of. the VC infrastructure as an effective instru­
ment is an essential concomitant to Revolutionary Development (RD) and 
security of RD operation . It facilitat s intelligence/counterintelligence 
operations against VC main and guerri la forces. 

b. Achieving a sustcti::1ed and effective attack on VC infrastructure 
requires coordination, integration, and improvement of programs alreaQ1y 
being conducted by various US components at all levels, and bringing about 
corresponding integration and focus on the Vietnamese side. 

"-- c. As a first step, therefo e, and consistent with the assign-
ment to COMUSMACV of the responsi ility for performance of US field 
programs in support of RD, a joint civil/military management structure for 
infrastructure Intelligence Coordination and Exploitation (ICEX) is estab­
lished under the supervision of Deputy for CORDS to COMUSMACV. 

DECLA£SIFIED 

Author_ity ~ f ••~ . - ·GROUP-4 
DOWNGRADED AT 3 YEAR INTERVALS;By ~ .3.::.1/..-, Nl:.RS, Date ! _r 

DECLASSIFIED AFTER 12 YEARS. 

CONFIDENTU..I, 



MACV Dir 381-41 
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r - ,., i,. 
(1) Basic Structure (see Annex A). The US management 

structure will consist of: 

(a) An ICEX Committee chai ed by Deputy for CORDS 
to COMUSMACV and including senior representatives of OSA and MACV 
(COR03, J-2, J-3). • I 

(b) A small civi /military ICEX staff in Saigon to 
support this committee, reporting directly to Deputy for CORDS. 

(c) Infrastructure intelligence and operations coordi­ lnating elements at Corps, Province, and in selected Districts. !.. 

(2) Methods and Principals of Operation. 

(a) At each level, the designated US ICEX coordi­
nating elements will be charged with coordinating and focusing the intelli­
gence and operational attack on infrastructure, and with stimulating, 
energizing, guiding and collaborating with the corresponding Vietnamese 
organizations and effort. The US side will be developed first, to set a,n 
example and to serve as a catalyst for s·mnar Vietnamese development, 
building primarily upon extsting programs and resources. 

(b) The latter will be marshaled and concentrated to 
permit a "rifle shot" rather than a shotgun approach to the real target - -
key, important political leaders and activists in the VC infrastructure. 
The ultimate attack on this elusive target is fundamentally a Vietnamese 
responsibility, employing essentially police-type and other special re­
sources and techniques. Hence, for example, it is intended that Provin­
cial Reconnaissance Units (PRU) be especially focused and the Police Field 
Forces (PFF) redirected against infrastructure, with other forces and re­
sources playing supporting and complimentary roles. 

(c) Progress and success clearly will depend on a 
variety of interrelated factors, including: 

1. Improved coordination of infrastructure intelli­
gence collection and co fation, and development of a clearer, common 

rknowledge and under.standing of VC organization and functioning. ,· 

2. More selective targeting, and timely exploi­
tation of operational intelligence. 

•
, . 

2 
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3. Coordination of various collection and action 
activities with other military and civil prog~ ams and operations. 

(d) Standing rules and operating proc.edures will be 
observed for protection and compartmentation of intelligence sources and 
techniques; however, as in the case of military tactical intelligence, 
every effort will be nade to speect up th appropriate sharing and distri­
bution of infrastruc1.1.1re intelligence information susceptible of effective 
ope:rational exploitation. Similarly, based on such ii1telligenc~ from all 
:.1.vai.lable sources, plans for its exploitation will be afforded maximum 
possjble security to avoid their urraut·w:rized disclosure. ' 

(e) Responsibility for implementing this operational 
approach is vested in the ICEX "program managers" or "coordinators" at 
each level of coordination, employing committee/staff management 
techniques and, where appropriate, combined US/GVN coordinating cen­
ters. It will be recognized that a balance must be struck, depending upon 
local circumstances, between tactical; security and infrastructure re­
quirements, for allocation of available assets and resources. 

(f) The ICEX management structure, as it develops, 
·will serve among other purposes. as a vehicle for effective coordination 
of plans, programs and operations; as a means of identifying issues and 
resolving problems; and as an instrument for avoiding unnecessary dupli­
cation and averting competition for assets. It will seek to minimize special 
ICEX reporting requirements to a egre ...,onsistent with good security, 
control and management, including pr gr m evalua ion. It w·u promote 
an all-American effort in working effectively with Vietnamese counterparts 
in mounting a more concentrated attack on VC infrastructure. 

"!' 

4. (C) US ORGANIZATION FOR ICEX (see Annex A). 

a. National Level (Saigon). 

(1) The US organization for ICEX will be headed by a 
coordinating and decision-making committee with the following regular 
membership: 

(a) J.Rputy for CORD5 to COMUSMACV -- Chairman. 

(b) Special Assistant to the Ambassador. 

(c) Assistant Chief of Staff, J-2. 

3 
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(d) Assistant Chief o Staff, J-3. 

(e) Chief, RDC Division, CORDS. 

This committee will meet when occasion demands, at the discretion of the 
chairman or the initiative of any of its members. 

(2) To support this committee and its chairman, and to 
conduct the day-to-day business of ICEX at the Saigon level, there is 
established an ICEX staff, reporting direc ly to Deputy for CORDS to 
COMUSMACV, and consisting of a Director, Deputy Director, and E ·ecu­
tive Secretariat, together with small, functional groups for operations, 
reports management and intelligence . 

b. Field Organization. 

( 1) At Corps, the OSA Regional Officer in Charge (ROIC) 
will be designated by the Corps Senior Advisor (CSA), to function as tbe 
latter's principal staff officer in matters relating to infrastructure intelli­
gence collection and action against the key VC infrastructure. CSA will 
normally delegate supervision of this matt r to his ~puty for CORDS. As 
the Corps ICEX Coordinator, the. ROIC will convene and chair an ICEX 
Committee composed of the Corps G-2, Corps G-2 Advisor, Corps G-3 
Advisor, -and the heads of principal US elements concerned with infra­
structure. The ROIC will serve as a principal point of contact for the 
Saigon ICEX staff. He will, using the committee, coordinate infrastruc­
ture collection programs and review the effectiveness of collation and 
dissemination machinery. The ROIC will rec om men reaction operations 
for attack on infrastructure. As a prio ity task, t e ROIC and members of 
the Corps ICEX Committee will stimulate counterpart Vietnamese Corps 
Intelligence Coordinating Centers to focus attention on attacking the infra­
structure and foster Vietnamese inter-agency cooperation and coordination. 

(2) At province, a qualified officer will be designated the 
principal staff officer to the senior province advisor, for ·ntelligence and . 
action coordination of the attack on the inf astructure. This Province ICEX 
Coordinator may be p:r·nvid d hy OSA o • by Central Registry Detachment 
(CRD) and, in addition to his other duties and when acting in this capacity, 
will be assigned to the senior province adviso 's staff. He will coordinate 
infrastructure intelligence collection programs, assure timely collation 
and dissemination of information, and recommend reactiop operations. 
He will serve as principal point of contact for the Corps ROIC with respect 
to ICEX matters. As a priority task, he will stimulate the Vietnamese 

4 
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Province Intelligence Coordinating Committee (PICC) and, with his US 
I·:colleagues, seek to obtain effective Vietna ese agency participation in 

this PICC and to focus its attention on VC infrastructure. 

(3) In the sel cted Districts where they are now operating 
or are to be established, combined GVN/US District Operations and In­ . , 
telligence Coordinating Centers (DOICC) will be established for the purpose • 
of achieving rapid evaluation and ·ssemination of infrastructure intelli­
gence and q iclr rc.act~on opcrat;ons targeted on disrupting, hal"assing, 1 

. I,
capturing and elirninatinO' loc i VC iPirastructure. .The US senior province 
advisor, with the assistance of th Province ICEX Coordinator, is charged 
with advising the GVN on establishing DOICC's and assisting in their 
efficient functioning. 

5. _(C) STAFFING AND SUPPORT REQUIRElVIENTS. Staffing and 
other support requirements will be developed by Director, ICEX staff, 
in collaboration with OSA and }.1:ACV. 

6. (C) TIMING. 

a. The national-level ICEX Committee and its supporting ICEX 
staff are established officially µpon p omulgation of this directive. 'rhe 
Saigon ICEX staff will begin to function initially on a skeletal basis, with 
personnel provided, as required, by OSA and MACV. It will draw upon :., 

' the resources of OSA and MACV for the substantive assistance and support 
necessary to permit the ICEX program to get quickly underway. 

b. By 15 July 19 67, corps senior advisors will designate Corps 
ICEX Coordinators, select supporting military personnel, and begin se­
lecting Province ICEX Coordinators, and initiating required administrative 
actions to accomplish these assignments and to provide for any necessary 

-,.:__- augmentation of Province advisory teams. 

c. By 15 July 1967, Director, ICEX, will drait initial, bas ·c 
mission and functions statements furt e· efini g responsibilities and re­
lationships for Corps, Province, and District organizations. These will 
oe subject to general or local revision, based upon operating experience 
and the approved recommendations of field ICEX Coordinators. 

d. By 15 July 1967, ·corps ICEX Coordinators, ROIC will de­
termine in each Corps the Districts in 1.vhich OOICC's will be established 
initially, in addition to those already functioning. ' 

5 
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e. By 31 July 19 67, Director, ICE X, will prepare initial guide­
lines for OOICC operations, based on experiences of existing OOICC's. 
(These will be supplemented or augmented as additional experience is ac­
quired.) 

f. The ICEX staff will develo'p a talk·ng paper, explaini g the 
concept and purpose of US ''ICEX" orga ·zation and describing experience 
with DOICC's already in operation for present,ltion to the cone rned GV 
Ministries and senior police, civil i.1te ligence, an military officials. 
Me 10d, timing and responsibilities ;or making the actual presenta • ons 
will be determined by the Deputy for CORDS to COMUSMACV, ii} collabo­
ration with ICEX Committee members. 

g. As soon as possible thereafter, Corps ICEX Coordinators 
will begin explaining the infrastructure inte igence and action coordination 
concept to Vietnamese Corps C_ommanders and Province Chiefs, obtain 
agreement in principle for the program and, if necessary, formalize 
Corps-level CICC organization. 

FOR THE COMMANDER: 

WA TER T. KERWIN, JR. 
Major General, USA 
Chief of Staff 

US Organization for Infrastructure Intelligence 
Collection and E r,l-·itation 

DISTRIBUTION: 
B 
Plus 50 - CORDS 

150 - AG-AOP 
10 - AG-AO 

~EIL N. SNYDER, JR. 
Colonel, USA 
Adjutant General 

1 'nnex 
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US ORGANIZATION FOR Nl'Ri\STRUCTURE 
INTELLIGENCE COORDINATION AND EXPLOITATION 

COMMAND (ICEX) COORDINATION 

COMUSMACV 

CORPS SENIOR ADVISOR ----____ __, ----
DEPUTY F'OR CORDS 

ICEX STAFF 

. , 
DI:PUTYFOR CORDS 

COMUSMACV 

SAIGON rcr:x 
COM!-HTTEE 

.. 

CORPS ICEX ,,
COORDINATOR(ROIC) 

CORPS ICEX 
COMMITTEE 

SENIOR PROVINCE ADVISOR 

ICE,'{ STAFF 
OFFICER 

(PROVINCE ICEX 
COORDINATOR) 

SUB-SECTOR 
ADVISOR 

US PORTION 
DOICC 

h 
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DECLAsslFIED t 
E.O.12356, Sec. 3.4 . ./
NJJ 1 91(-/9~ / 

By 6ttf ,NARA,Date '1-;,s~ 
ECONOMICAID OPI'IONS 

The following economic and food aid options regarding India a.re available 
as steps short of resumption of full developmental aid either to: 
(a) indicate partial satisfaction with progress in relationships, or 
(b) to allow time for progress to be demonstrated: 

1. Bi-National Foundation: Allocation of a large amount of U.S.­
owned Indian rupees would have high public impact but would not be of 
immediate economic assistance to India. 

2. Oceanographic Ship: Donation of a surplus research vessel would 
have public visibility. 

3. Prior Year Development Loans: 

A. Aerial Mineral Survey ~ $3.5 million ] -lg-t $ 
B. Dhuvaran Power Plant - $32.3 million 
C. Durgapur Power Plant - $16.5 million 
D. Beas Dam - $33 million 

These four loans - from funds reserved from prior yea.rs -
are a significant amount of money, but do not provide 
early economic reliefo 

4. Development Loans from Current Funds: 

A. Education - a loan of $12 million has been under review for 
some time. It would support a sector of considerable public 
appeal. 

B. Private Industrial Loan - a $10 million loan to a private 
Indian jeep manufacturer has been under review. 

5. Grain Imports: The last PL 480 grain authorization will be 
substantially shipped by early May. New authorization could be 

3 million tons to last until September 
or 

6 million tons - to last until the end of the year. 

6. Cotton: India has asked for 327,000 bales of cotton - valued at 
about $50 million - under PL 480. This request or a portion of it 
could be granted. 

7. Fuel for Atomic Power Plant: Credit 
tion) could be approved for the first 
$15.8 million) for the Tarapur Plant 
financing. 

contract (under AEC legisla­
"charge" of fuel (valued at 

now being built with A.I.D. 

SECB.E!I'-
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~____.. - THE WHITE HOUSE 1.0. 12356,Sec.3.4 
NlJ .9'J-l1? 

WASHINGTON 

By ~ , NARA.Date ,. ;,;,.9y-

60:NPiDENTiAL • - Sunday, March 27, 1966 

·MEMORANDUM FOR THE PRESIDENT 

Final Notes on Gandhi Visit. This is my valedictory as your Mid-East hand, 
but fittingly so because I don't think there I s been a more important sub-

• stantive- meeting since Kennedy met Khrushchev in Vienna. The flow of -
people and memos citing this as a historic opportunity to settle on a new 
course with 500 million Asians suggests that this is more than a Chet 
Bowles promotion. 

Moreover, I think that we finally have the Indians where you've wanted 
them ever since last April -- with the slate wiped clean of previous com­
mitments and India coming to us asking for a new relationship on the terms 
we want. Circumstances helped (famine and the Pak/Indian war), but 
seldom has §. visit been more carefully prepared, nor the Indians forced 

.more skilfully to come to us {note how little press backlash about US 
pressure tactics -- when it's been just that for almost a full year). 

The proof is that Ip.dia is now talking positively about buying all the World 
Bank reforms; its line is now that it wants to go boldly in this direction, 
but can only do so if the consortium will help pay the inevitable cost. 
This is precisely where we wanted to maneuver the Indians -- into saying 
they'll help themselves if we 111 respond in turn. 

The Nature of the Economic Bargain. This is aptly described in Dean 
Rusk's memo at Tab A. I'd only add two points. F;irst, I'd break away 
from the old pledge figure {435) and talk privately in terms of around a 
half billion dollars from all US sources -- it sounds more generous while 
the arithmetic is the same - - plus at least half a billion in food. This is 
over $1 billion -- a generous response in anyone's league. 

Second,_l'd stress that this can be a self-enforcing bargain -- in two 
critical respects. Most of our dollar loan aid plus debt rollover (and the 
consortium I s as well)· can be tied directly to import liberalization, as 

.- we did with the Paks. If India doesn't liberalize to our taste, it just 
doesn't get the dough. Similarly, you have already proved how our holding 
back on PL-480 can force India into revolutionizing its agriculture, 
Once the famine is licked, I 1m for continuing to ride PL-480 with a short 
rein -- it will be painful but productive. If these points don't add up to 
requiring self-help, I 111 eat them. 

That tough-minded George Woods and the World Bank are with us is. 
reassuring. You've read the VP' s report on his talk with Woods, and 
at Tab Bis Gaud's memo on his views. Woods talks about "double or p.othing 11 
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being the only -~ensible course on India aid, and it's true that on any 
. pe-r capita basis our aid to India is very low {less than a dollar per person 

ex-food), while India's own self-help contribution to its development is 
higher than that of .almost any other LDC (twice that of Pakistan). 

But as I explained the other day I think we can get real results in the 
next two years without going to Congress for a lot more money. 
Debt rollover is the backdoor financing key, and it's the same as aid. 
If India takes off as a result of our strategy, then we '11 have a solid case 
to- take to the Hill. 

Political Conditions. We 're not going to get as much from Indira on the 
political side, especially on Vietnam and Pakistan. She's new a:t-being PM·~ 
scared of the coming elections, and lacking as yet in the confidence in 
her own position which would let her talk big. But we have a strong ally 
moving India toward us on these matters -- Mao Tse Tung. Just as he 
forced the Soviets in our direction, he's done the same with India. So the 
Indians are increasingly serious about China, and all we need do is nudge 
this trend along. 

On Pakistan, the one thing that really gravels Indians -- Dine sh Singh and 
B. K. Nehru are prime examples -- is that we "equate" 500 million Indians 
with 100 million Paks. If you would just tell Mrs. Gandhi that we can • .......... 

count, it would reassure her enough about our basic intentions, that 
she'd stop any carping about our aid to the Paks. 

If she raises military aid, I'd short circuit this by 9aying that it's far 
less important than economic issues and we plan no decisions for a while, 
beyond perhaps allowing sales. Nor do we intend to re-arm Pakistan to 
where it can threaten India. In fact, we favor both countries putting a 
ceiling on military outlays; we don't intend to finance an arms race 
indirectly via US economic aid. But India too must realize that forcing 
the Pak m."ilitary to depend on Peking for arms would be folly from India's 
own viewpoint. 

She's also ready to say in spades that India has no intention of taking over 
Pakistan. Get her to say so, and you can use it as powerful reassurance 

.,-··to Ayub. It's the best you can get him, because she simply can't give 
anything now on Kashmir (and it only creates useless trouble for us to try). 

Emergency food is the trickiest problem. What's ne_ecled is both to give 
her reasonable confidence tha-t Uncle Sam will help generously and to 
keep enough pressure on her to seek other help and push on with reforms. 
The best bet is to say you'll put it up to the Congress. But-you should know 

.. that ail your Executive Branch advisers are deeply worried lest Hill debate 
get out of hand, and create a ·-sour aftermath to a successful visit. Even • 
the sober Ellsworth Bunker reminded me of the 1951 experience when 
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Mr. Truman went up for a $190 million food loan to India; Bunker said 
the violent criticisms voiced in the debate set back our political relations 
far more than the food helped fill bellies. Ellender talking about sacred 
cows certainly won't help. You might ask Bunker about this. 

You're the judge on Congress. I'd only urge that we design the message 
to create-the least flap and give you the most room to maneuver. This 
means avoiding tight formulas which box us in, since the worst of the 
famine is yet to come. Also, what happens if you ask for only 3. 5 million 
·tons of wheat/milo, and then want to authorize another tranche around 
September when Congress is out of session? 

Visit tactics. All those who know her urge you see her alone first, 
put her at her ease, and then trigger her spiel by asking where she sees 
India going. 

If she says the right things, you have a whole range of responses. I'd be 
generous but general, telling her that if she does what she says we '11 
respond in kind. We'll abide by what India works out with the World Bank 
(up to around a half billion - - including debt rollover and EXIM). 

The experts say there's a strong case for moving quickly in May/June, 
before India gets caught up in its election campaign and Indira loses room 
to_ rnaneuver. So you might urge that she send her economics ministers 

_.....- . 

pronto to talk with the World Bank. 

I'm also sending up State's briefing books, which have all the facts a'nd 
background. You might want to reread the Strategy and Talking papers., 
I'll have an agenda for tomorrow's 10 a. m. pre-briefing session, at 
which we can clear up any last-minute points. 

R. W. Komer 

---. -- , 





THE S ECR ETA RY OF STATE 

WASHINGTON 

March 26, 1966 

-HON'.e"Iri'KM'UAL 

MEMORANDUMFOR THE PRESIDENT 

Subject: The Economic Bargain with Mrs 0 Gandhi 

Discussions held since the submission of our strategy and talking 
points papers have indicated the desirability of restating in brief and 
specific terms the economic bargain we hope to strike with Mrs. Gandhi> 
if--we---re_?3-ch---:1;:he-cfesired understanding on political issues 0 

In sum the proposition is this: 

1. On the economic front the basic issue is confidence: confidence 
on our part that India will press forward aggressivel'y 0 to accelerate its· 
economic development through liberal economic poli.cies and emphasis on 
agriculture; and confidence on Mrs 0 Gandhi's part that the u.s. can be 
counte.d • on to provide necessary financia 1 support. 

2. We believe Mrs. Gandhi is prepared to make the following points: 

a. India plans to liberalize its import control policies and 
its internal price~ marketing and other business controls 
and to adjust its exchange rate and tax policies to support 
such liberalizationo If assured of U.S. support, India is 
ready to work out the details of these measures with the 
World Bank and IMF and to take the necessary actions this 
spring. 

b. In order to move rapidly toward self-sufficiency in food 
production, India will follow through on emphasizing 
agricultural development~ including making adeq~ate 
fertilizers available to farmers and vig_orously seeking 
to attract foreign private investment inf"errffizer 
prod'uct1on 0 

c. India has already made a good start on family planning 
and will accelerate its efforts to control population growth 0 
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We would recommend the following U0 S0 response: 

We realize that a liberalized import program is possible 
only with assurances of substantial Consortium financial 
support. The U. s. will provide its share of that support 

.........- in coordination with the World Bank and the rest of the 
Consortium We suggest that India~s key finance and 

\lplanning people come to Washington as soon as possible to 
work out the details with the World Bank and the IMFo We 
will work with them and talk to our key consortium partners~ 

0 

[.Our financial support for FY 1967 would involve about 
$385 million A0 I 0 D0 loans and $50 million EX-IM. loans - the 
same levels as pledged in recent years - and $35 million as 
the U0 S0 share of readjustment of Indian debto In future 
years A.I.D loans may go up a bit> if Indian performance0 

warrants:;:/ 

* * * * 
4 0 While the foregoing would be the key points in any bargain, the 

following points are. also important: 

a. We are disappointed th t lndia has not moved forcefully 
enough to attract foreign private investment in fertilizer 
production No special financial backing is needed for0 

action on this score; and the vigor of Indian performance 
in seeking fertilizer investments will certainly affect our 
judgment as to how vigorously we can expect India to move on 
other economic fronts We do not expect .India to accept0 

unreasonable terms from foreign investors> but we do expect 
India to make every effort to tap this large resource of 
financing and know,.. how"' We are not doctrinaire on the public 
sector-private sector question; we have financed public sector 
plants and may well again!) but only after we are sure India is 
doing all it can to capitalize on available private resourceso 

_.. • b. Congratulations might be offered on India 1 s promising 
initiation of its family planning programo 

Dean Rusk 
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D PAR- E T OF STA--E 

AGENCY FOR I TERNATIONAL DEVELOPMENT 

WASHINGTON, D. C. 20523 

OFFICE OF 
THE ADI\HNISTRATOR 

.• - "1AR 2 51986 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: World Bank Views on India 

George Woods is in Europe, but we have talked to his 
Vice President, Geoffry Wilson, and to the World Bank officials 
principally concerned with India matters. We understand the 
Bank shares our hope that Mrs. Gandhi will indicate India's 
willingness and ability to make the basic economic policy changes 
recommended by the World Bank, the IMF and ourselves. If 
Mrs. Gandhi undertakes (a) to liberalize import controls with 
necessary exchange and tax adjustments, (b) to proceed vigorously 
with the new ·agricultural program and (c) to keep up the momentum 
of the population control program, the World Bank would, we 
believe, offer its full support. 

The World Bank team, which has been working with the 
Indians for the past year, could work out the details of the new 
Indian program in a few weeks in cooperation with the IMF and 
ourselves. At the same time the World Bank and ourselves 
should be helping the Indians line up the full support of Canada, 
the U. K., Germany and Japan, our key India Consortium partners. 

George Woods is expected back Sunday night, and I will 
check with him personally then or Monday morning to verify the 
ac·curacy of these views. 

-... ~-·"'-· 

William S. Gaud 
Acting Administrator 
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MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Conversation with President Ayub re Chicom Visit (Karachi, 1804) 

I saw President Ayub for 70 minutes on March 24 to discuss the Chicom visit. 

I expressed regret at the unfortunate aspects of the upcoming Chicom visit, 
coming as it did at a time of widespread international bad behavior by the Chicoms, 
and during the period of Indira Gandhi's visit to the U.S .. I expressed the earnest 
hope that nothing would transpire in the course of the Paks visit which would embolden 
the Chicoms to follow a more provocative course. I noted it would be extremely 
unfortunate if anything grew out of the visit here which the Chicoms could exploit 
from a diplomatic or propaganda standpoint. I observed that in view of numerous 
setbacks suffered by the Chicoms in the last nine months, extending from Algeria 
to Indonesia, it would be highly regrettable if Paks should even unwittingly become 
a factor in some Chicom effort to recoup lost prestige. I pointed out the public 
disappointment in the U.S. that Paks had found it necessary to agree to visit at a 
time when the Chicoms were making so much trouble and when unfortunate 
interpretations could readily be placed on the visit. I invited the President's 
comments on whether timing of the visit to coincide with Indira Gahdhi's talks with 
Washington was accidental. 

The President stated with vigor that the visit had been laid on last December 
as repayment of Ayub's 1965 visit to Peiping. This was long before Paks had any 
exact idea as to when the Indian summit visit to Washington would come off. He 
said with some warmth that he was not so foolish as to want to play into Indian hands. 
He knew the Indians would endeavor to misrepresent the visit and he would have 
changed the date if he could have done so appropriately. But the Chicom leader had 
scheduled several visits this spring, including Afghanistan and Nepal and could not 
readily reshuffle the schedule. The President assured me that he would not permit 
the visit to be used by the Chicoms in any way which would hurt our cause or 
embarrass us. He recalled his firm stand against objectionable statements which 
the Chicoms had tried to employ in a joint communique to Peiping last year and said 
he would be equally firm this year. He could not control what the Chicoms might 
say unilaterally after they left Pakistan, but he would not allow the Pakistan visit 
to become a platform for hurtful actions or statements by the Chicoms. He did not 
think the Chicoms would try anything of that sort but he would be on the alert. 

I told the President we hoped the people of Pakistan would not go off the deep 
end in expressions of enthusiasm for Chicom leaders at a time when they are 
seeking to foment so much trouble in Southeast Asia and around the world. We knew 
that dictates of international usage and Pak traditions would call for courteous and 
attentive treatment and I knew that gratitude generally felt in Pakistan for Chicom 
gestures of support to Pakistan during the war with India would make inevitable a 
certain amount of public acclaim. But we hoped that the accolades would not be so 
extreme as to create an unwarranted impression of Pak support for Chicom policies. 

SECRE'"I'-' 
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The President said the guests would be given the full treatment as honored 
State guests and it was a fact that a considerable degree of public enthusiasm and 
expression of gratitude must be anticipated. He said, "After all, they came to our 
aid with unconditional offers of assistance when our national existence was at stake. 
That our people cannot for get. 11 

I told the President it was our hope that he would make a full effort to put 
some sense of moderation and caution into the Chicoms in reference to the 
struggle in Vietnam. The Chicoms are undoubtedly exerting considerable influence 
on North Vietnamese and could do much to induce the North Vietnamese to come 
to a conference table on Vietnam without preconditions. 

We felt that President Ayub perhaps is in the best position of any free world 
leader to talk bluntly and effectively to the Chic oms about imperatives and dangers 
of the present situation. Chicoms might be inclined to heed an• urgent admonition 
coming from President Ayub. The Government of Pakistan, along with us, has a 
vital stake in the course taken at this juncture. He was in a position to make the 
Chicoms keenly aware of the penalties that would come from reckless involvement 
and he could make it clear that Pakistan would not be indifferent to any Chicom 
commitment to a course of irresponsibility. 

The President said that it was his intention to make a major representation 
to the Chicoms counseling restraint, conciliation and peaceful settlement through 
unconditional negotiations. 

He promised that he would use his very best efforts toward these ends. He 
agreed on the imperative necessity of finding a solution along these lines, but he 
disagreed with my assessment of the danger of provocative course being adopted 
by the Chicoms. He said the record shows that the Chicom leaders are cautious 
people when a showdown is near. They do not want to become involved in a major 
conflict and he believes that they intend to pursue methods other than outright 
military aggression to achieve their objectives. He said he would not try to predict 
beyond a decade, but for the next decade he did not believe the Chicoms intended 
to attempt in Southeast Asia, or in India, a conquest by armed force. He said that 
as a part of his major representations to the Chicoms, he would like to be able to 
state categorically the limits on US military intentions. He thought the Chicoms 
were genuinely mistrustful of US military intentions and that their bona fide fears 
needed to by allayed. He knew, of course, that our military posture was a 
responsible one but he wanted to be able to quote the US representative directly. 

I told him he could reaffirm categorically what has been stated by US leaders 
repeatedly: - -that we seek no wider war and that our desire is to end the hostilities 
at the earliest possible moment by unconditional negotiations, looking to a peaceful 
settlement which will respect the wishes of the people. We had no intention or 
desire to enlarge the area or the nature of the conflict and the Chinese Communists 
need have no fears on this score unless the Communists, themselves, should 
initiate some flagrant new aggression. 

~ 
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The President said he would use this statement in his representations to the 
Chic oms and expressed the hope that he could instill a more reasonable attitude 
in them. He asked me some factual questions about the series of talks with the 
Chic oms at Warsaw, Vice President Humphrey's recent statements on contacts 
with Communist China, and US Government moves looking to the possibility 
of visits by correspondents, doctors, scientists, and scholars to Mainland China. 
I gave him some background information, and noted the difficulties we have had in 
negotiating and implementing any sort of arrangl'l'lent with the Chicoms. 

The President said he thought he had a clear picture of the difficulties. He 
promised he would use his best efforts and that he would communicate with us on 
the outcome of the talks. 

The remainder of the conversation dealing with India is covered in a 
separate telegram. 

SECRET 
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MEMOnANDUM TO: Mr, Joseph Califano 
Special Aselstant to the President . 
The White House " • 

SU DJECT: Proposed Mesaaae 011 lndb.' • Food Needs 

Aa .Bob Komer requeg,ted. 1 am glvtng you our suggeatlons 
on the proposed apeclal message to Congress on lndla'a tood problem: 

From the point of view of India's food. problems. we would 
prefer that there not be an7 mes1age to CongrQss. IC the famine 

. aituation is deucribcd vividly enough to ensLlre Congresai nal t1ympathy 
and support, the message could have aerious adveri;i.e ,~uect.J in India. 
Helghtened fears and uncertainties might lead to incroo. e hoarding 
and soaring prices and could even plq into leftist hands which are 
directing the t<.erala and Calcutta riots. 

It a message secn:na nece,aary for other reasons. we have the 
following sugareatlona: -, 

1. 1'ho message 9hould not be delivered until after t; 
President has bad a cha.nee to dlscur~s the m0tumge and its t·n ing 
with Mrs. Gandhi. • :e understand that she emphasized in I....~ia. 
that she was not coming to America to bet: for food or aid; nnci a 
message like thl• during or directl7 after her visit might damage 
bor doroestlo political position. 

2. w·e recommend that the message ei 1ply report on con• 
diUons in lndla. the world reaponse and the . . re!;jponse, v,ithout 
asking tor an7 apeclal resolution anleas we can be sure that there 
could be no delay. Th• P. L. 400 plpoline to India is running dangerously 
low. Additional wheat and a.hipptna must be ordered by mid-April at 
the latcat. 

3. "l'be tone orthe rr,esa•a• ebould be caretully ruoderated 
ao •• not to laoreue lndla'• food problome and aboul<1 not refet- to . ' 

~ 

• !<;..,~~u' 
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This amount of graln should take care 
objoctivea 1n India without removing the pressure 
European alllea for additional ualatanc•• 

' I l 
"atarvation" conditions or ••threat to llvea of tens of millions ot people. 

4. We recommend. againat discussing any matching formula. 
Since lt would have to be quite camplicated,· it would only confuse matters. 
In any event. the recently announced addltlonal Canadian contribution 
worth $56 million, when added to t~ $ 70 million of government grants 
and credits already made, fulfills 90% of the matching response sought 
under Bob Komer•• formula. Private and World Food Program responses 
have also been substantial' 

5. • We suggest that the President's message announce a new 
Title I sales authorization of 3 million tons - 2-1/2 million tons of wheat 
and 1/2 million tons of sorghwn. Such a program, coordinated with the 
Canadian grant, will keep the pipeline to India full through September. 
By that time we will be able to guage this year•a·monsoon. we wlll know 
better how much other countries are giving, and we will have a better 
picture aa to India's foodgrain needs for the rest or Fiscal Year 1967 .. 

of our present polltical--hwnanltarian 
on Australia and our 

• 

'Js( 
William s. Gaud r. 

Acting Administrator 
' . 

WGFa 
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.;. 
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Joe, I have been tr n o e you becau e 
I recall full well our 'teq est that 11 ·n.e 
etc. • be e thro h you. ow ever, the 

resident told me e plicltly, in usk' a presence, 
to en , u k :c: l te,st raft e a e for 
co ment. The esi e.nt 1e intention s of 

T e ne day was to en thi. to t e Con e 
i c er iatel fter r . G n hi*s visit. 

is t. l o urgent y 
o henga e beco e Vletn rnese. 
ndin out f , I took the Hber y 

epa:rtments to re ly t rou. ou. 

ob o e 

nclo Ii'e 



THE WHITE HOUSE 

,NASH ING 1·0N 

60NFIDENTJA L March 23, 1966 

MEMORANDUM FOR THE SECRETARY OF STA TE 
THE SECRETARY OF AGRICULTURE 
THE ADMINISTRATOR, AGENCY FOR 

INTERNATIONAL DEVELOPMENT 

SUBJECT: Food for India 

Here is the draft Food for India mes sage and explanatory memo­
randmn which the President asked that I send you. I is very 
rough, and has no status whatsoever at the moment. 

However, the President 1s current intent is to send some such 
message to the Congress immediately upon Mrs. Gandhi 1s 
departure. Hence, may I suggest that we use the attached as a 
working draft and provide comments or amendments to Mr. 
Califano by Friday, 25 March. 

t,'1fl/.9( ,',IA 
R. W. Komer 

Attachment 

GGNF-ID EN I !At 
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MEMORANDUM 

DECI.ASSJPIED 
THE 'WHITE HOUSEl!.O. 12356, Sec.3.4 

WASHINGTONNJJ I 9'1;-/79 
By dc1::f,NARA,Date ,-~~-9¥ 

Ma1·ch 21, 1966 
..._ GOHFIDENTIAL Monday, 4:30 p. m . 

MEMORANDUM FOR THE PRESIDENT 

Special Message on India Food. Here is a draft version which rings 
all the changes on how much we 1ve done already, how a big international 
effort is needed, and how we 1ll do as much or more than anyone else if 
Congress approves. 

The one tough problem is to build a workable matching formula 
which will encourage others to pitch in without putting us on the spot. 

Any formula will put pressure on the Indians to beat the bushes harder 
--but it wi 1 also punish the Indians for what others refuse to give. Matching 
gives us leverage on the Indians but not directly on other donors. Our real 
leverage on them comes from bilateral arm-twisting. Pressing the Indians 
is useful because they could push harder than they have through diplomatic 
channels. But pressing them via a loud international alarm about famine 
in India could set off hoarding and price speculation and make it even easier 
for the lJtists to stir up food riots. So while a matching formula would 
spur greater Indian effort, we 1d want to be careful not to put all our eggs 
in that basket. 

The other side of the story is that- -right or wrong- -other donors 
just won 1t come close to matching our total effo1·t. Some don 1t have grain 
but are sending modest quantities of other foodstuffs, port-handling equip­
ment or money. Those who do have grain are heavily committed to other 
buyers, though they 1 re gradually raising India 1s share. But so far other 
governmental contributions total around $70 million--not bad but not even 
close to the $660 million value (world prices) of India 1s 11 million ton 
wheat deficit or to the $300 million value of the emergency deficit (5 million 
tons} above normal import levels. The tough part is that very little of 
this $70 million is grain. Agriculture guess es we might only get 1 million 
tons from other donors, so even if other donors come through with half the 
dollar value of the emergency deficit ($150 million or about 2. 5 million 
tons I equivalent}, India will still need 4 million tons of actual grain. So 
while a formula might encourage donors, tying ourselves too rigidly to 
direct matching could leave us later facing a choice between backing down 
if other donors failed and letting Indians starve. 

After several months with this incredibly complicated and frustrating 
problem, my answer is a simple three-phase formula: (l} We finish meeting 

~ CONFIDENTIAL 
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;~•c.: 
foc.ia=s norma(i~nport level of 6 million tons. .Ano·::ner • ~::. :.ion tons would 
<lo that. (So fa1· 'cn.:::y have 1. 5 million you authorized. in I,, J -: ,be::c, 
3 n1iilion frorn February 1 s autho::i:iza'.:ion and O. 5 rnil io~1. in spiilover frorn 
o_d pu_ chases). (2.) As the next step, say in eifoct we e).:pect othc_ donors 
to pie~< up at least half ·foe value (;;150 million) of foe emerg.:::ncy grai:..1. 
cteficit (5 mirion tons) as we now see it--by sending grain, o·'·b.e::: commodi'-ies, 
cash or services. We;~l match the value of their contributions in gra.:.n. 
3) Then we'll review I:.ri.dia:s remaining grain needs in June to see where 

we stand. The::ce will be time then to see whethe::c we want to put in another 
1-L. mil ion tons on our own. 

The purpose of this is frankly to keep grain flowing while puttin~ as 
much heat as we can on the Indians and other aonors in the· next three 
mo::iths without either tying our hands or coking inhumane. Another million 
tons of wheat by early April would keep ships leaving wi-::h both wheat and 
sorghum in-;;o June, and another -2. million tons in matching would keep 
::i:. --~~ going another 2.-3 m.onths through the monsoon. :.:ve w:::-itten this 
a:::i:::i::coach into the attached draft message to Congress and possible joint 
r so ution. 

R. W. Komer 

CONFIDENTIAL 



DAFT March 7, 1966 

THE WHITE HOUSE 

MESSAGE ON COPING WITH HUNGER IN INDIA 

TO THE CONGRESS OF THE UNITED STATES: 

I proposed in my message on Food for Freedom that the United 

States lead the world in a war against hunger. T e nation will profit 

from the deliberations of the Congress on that proposa . • 

But today in India we face crisis so urgent as to require a special 

immediate effort. 

The Indian Crisis 

Over one-fifth of the half-billion people in the world's largest 

working democracy live in areas stricken by their worst drought of the 

century. 

Last year we shippe about 6. 5 mi lion tons of grain to India- -about 

one-third of the amount of wheat we used here at home. 

But the Government of India estimates it will need 11-14 million 

tons to meet essential requirements--even after drawing down meager stocks 

and tightening belts. A team of experts which I sent to India confirms 

this estimate. 

The need is staggering. Eleven million tons of foodgrains, valued at 

around $700 million, would equal about forty percent of India's to-:: 1 annual 

export earnings. 
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Responsibility of All Nations 

India has asked for elp. 

Tho United States answered by allocating 1. 5 mi ion tons last December 

an another 3 mi ion tons on 4 February, after I consulted with the Congressional 

ea rship. 

We must do even more. 

Yet meeting human tragedy on this scale cannot be left to a beleaguered 

dia and to the United States alone • 

. The whole community of nations must play a humani arian role. 

Indeed, India 1s needs are already recognized as demanding a truly 

in ernational response . 

-- he Government of India has itself addressed urgent inquiries to 

all nations believed ab e to contribute.,. 

--The Secretary General of the United Nations and the Direc or General 

of the UN Food and Agriculture Organization on 11 February ma e an 

urgent appeal to the world community. 

--His Holiness Pope Paul VI has wri ten to me and has appea ed to 

other nations and peoples to help. 

--The World Council of Churches on 10 February made a parallel 

appeal. 

In an emergency of this magnitude, the obligation to assist a neighbor in 

istress should extend to every nation in the world. 

To those who have no food to spare, we point out that In ia needs more 
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than food- -transportation and equipment, ferti izer and chemicals, 

credit and cash. 

To those who believe they have nothing to spare, we suggest another 

look- -first, at the c_ritical urgency of the crisis - -and then once more at 

their own potential to help. 

There is no nation on earth far enough from India to be immune from 

the effect of hunger and starvation there. 

T ere are few nations on earth that cannot affor to give something. 

And there is no great an rich nation on earth tha'- can sustain its 

c aim to greatness if it cannot find some way to assist its 11neighbor 11 in 

this emergency. 

Though some besides the United States have already responded 

handsomely, the genera response to a'-e must be termed disappointing. 

Of the wor d's uncommitted export supplies of grain, other nations have 

about half as much as the United States. Yet it is estimated that so far aid 

from others amounts to only about seven percent of India 1 s total import need 

/to around twenty percent of the emergency need above normal import levels/. 
I -

An International Response 

So I ask the Congress to join with me in calling on a l other nations 

for a response equal to the need. Let us look on this as an opportunity for 

s rengthening the bonds of international cooperation. 

I propose that the United States I response reinforce this internationa 

effort and emonstrate our o :1.eep concern for the . ~? e of India. 
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But before embarking on this task of mercy--which could involve 

substan-'-ial quantities of additiona foo stuffs- -I believe it appropriate 

to call on the Congress to discuss fully my proposals and to endorse them. 

seek the endorsement of the Congress for a simple three-phase program 

inclu ing: 

--Fulfilling US plans to help meet India's normal import requirements 

of about 6 million tons. 

--A further special US contribution in grain equal to at least half 

of India s eL1.ergency grain efici-'- as now forecast on the understanding 

that other donors will match this with contributions of equal value or 

more. 

• 
eview wi the Governmen of India of the res ts of this 

in erna • ona e J.Ort to determi e how remaining requirements sha l be 

met w en he situation becomes clearer. 

I urge these emergency measures in ful recognition that they must 

not obscure the need for a broader, onger-range attack on hunger and 

ma nutrition in India as elsewhere. 
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RWK: March 24, 1966 

The President and Mrs. Gandhi probably won't get into detail 
on encouraging private investment. However, since this is one of 
our main points and the briefing papers don 1t say much, here's some 
flavor for your background. 

The one telling statement the President might make is that he 
hears American investors are just about to throw up their hands on 
India. Here's the line: 

1. American companies have just about decided India is 
a poor investment risk. For instance, ESSO India 1s 1966 profits will 
fall to 2. 6% (4. 3% in 1965)--largely because of a heavy import levy. 
Whatever Indians think about the morality of profits, 2. 6% won't draw 
private capital. What 1s more important, companies view this as a 
breach of contract. They feel GOI is committed to squeezing them out 
and a contract is no protection. So they feel like calling a halt to 
further investment. 

2. The President won 1t use USG money where private money 
is ready to do the job. That would be a waste. Since India needs all the 
help it can get, we can't afford to duplicate. We don't want to argue the 
private-public ownership issue. We're just arguing common sense--use 
private capital when you can since public funds won't go around. 

3. If India wants private capital- -and we 111 consider it's 
wasting resources if it doesn 1t- -India will have to compete for it ( 11hot 
pursuit , as Rusk puts it}. It won't fall in India's lap. In fact, it's11 

just about to walk away. The GOI will have to set pricing, profit control 
and tax policies with this goal in mind. 

4. There are two ways to attack this: { l} Promote an 
ideological showdown over the public-private issue. (2) Look for ways 
to show practically what the private sector can do and how it works. 
This pragmatic approach is best. India's immediate goal should be to 
get a few contracts signed- -fertilizer offers the 1.'eadiest opportunities 
(and tackles the crucial food problem at the same time}. 

5. But beyond that, what would improve the climate? The 
companies say the big thing is for the GOI to establish terms of reference 
for private investment and stick to them. This would mean no more 
retroactive taxes; no more hiking import duties halfway through a project; 
no more leading a potential investor through two years of negotiations and 
then introducing impossible new conditions. 

GONFIBEMTIAL.....,. s 



DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON 

March 24, l966 

MEMORANDUM 

To: Te President /,_.II!;
Te 1.ite House j_JJ/ 

- .,.,! I;,
From: Orville L. Freeman 

Secretary of Agriculture 

Subject: Logistic facts pertinent to India Foodgrain Situation, 
Cotton and Vegetable Oil 

1. As reported, the movement of grain into India is on schedule. 
Sorg um has given us some serious problems and does lower capacity 
limits in pneumatic unloading equipment, but we have managed to 
stay ahead. Necessary delays in making the last allotment cut 
sharply our lead time for moving grain out of the United States 
but by making "all out" efforts we have so far stayed on schedule. 

2. The arrivals in India will be as follows: 

March 1,000,000 tons 
April l,250,QQQ II 

May 1,290,000 II 

June 990,QQQ II 

July 175,000 " 

Logistic Problem 

A m"nimura of 30 days lead time is necessary to book ships and move 
grai· if a heavy strain on our already over-taxed transportation 
system is to be avoided. We can again, if necessary, make the 
··ndians book ships in advance, move grain in anticipation of pur­
chases and shipments not certain to be made and demand on short 
notice priorities for internal handling and transport. However, to 
do this involves additional cost, possible loss of commercial export 
markets, interference with other commodity movements, and ineffi­
ciencies in the utilization of very scarce boxcars. If we are to 
avoid such additional strain some additional grain fo_ India should 
be allotted by April 15. Then ships could leave Nor American 
ports in late June or early July without disrupting t' .e already 
heavily taxed supply lines. An authorization of 11/2 million tons 
of grain to be released as Prime Minister Gandhi departs or perhaps 
included in your message to the Hill would give us the necessary 
cushion to schedule and handle shipments efficiently until a final 
decision for the balance of the year is worked out. 

J 
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4. There are two other commodities that India has requested and needs 
which we can make available to them and at the same ti.me serve our 
own domestic political ends. 

A. Cotton 

We have, as you know, a big surplus of cotton on hand. It is 
expected to reach 16 1/2 million bales, an all-time high, by 
August 1. The cotton industry, currently using Bob Poage as 
the instrument, is trying to write into the Food for Freedom 
Bill restrictions on making food available to countries who 
produce cotton. 

You will recall the colloquy I had with Poage when I appeared 
before the House Agriculture Committee on this subject. 

It would be helpful to resist a damaging amendment to the Food 
for Freedom bill and generally pleasing to the cotton people if 
we responded to the Indian's request for 327,000 bales of 
cotton (estimated value $50 million) under Title I of .L. 480. 
We have made cotton available in the pasto India needs the 
cotton. Their production suffered from the drought, textile 
mills are working at less than capacity and· some have closed 
with resulting unemployment and labor unrest. The availability 
of American cotton would contribute to meeting India's general 
overall economic problem. 

B. Vegetable Oil 

Drought conditions have adversely affected peanut producing 
areas in India. As a result production of vegetable oil has 
declined about a billion pounds. Indian users have requested 
the Indian Government to import 300 million pounds under P.L. 
480. We could provide l/4th of this amount, 75 million pounds, 
within the quantity which we have determined can be made avail­
able for programming without undue pressure on prices. This 
will please the vegetable oil people who are unhappy that we 
have cut back s-e -::iean exports under P.L. 480. 
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THE WHITE HOUSE / 
WASHINGTON 

3/25/66 

To: Carol Laise 

Will you see this is included? 

Bob K. 

._____ 
THE WHITE HOUSE 

WASHINGTON 

March 23, 1966 

Bill: 

If you wish 1111 ask State to 
include this in the President's 
briefing book. 

Yes 



COUNCIL: 

Arw-entina 
Denmark 
Germany 
India 
Israel 
Netherlands 
Norway 
Philippines 
Thailand 
United States 

ASSEMBLY: 

Argentina 
Australia 
Austria 
Belgium 
Bolivia 
Brazil 
Canada 
Chile 
Colombia 
Denmark 
Dominican Republic 
Ecuador 
El Salvador 
Ethiopia 
France 
Germany 
Honduras 
India 
l!:!.f8.el 
Italy 
lvory Coast 
Jamaica 
Japan 
Liberia 
Malaysia 
Nepal 
Netherlands 
New Zealand 
Niger 
Nigeria 
Norway 
Pakistan 
Philippines 
Sierra IA!one 
Sweden 
Tanzania 
Thailand 
Tunisia 
United Kingdom 
United States 
Venezuela 

OesERvrns: 

Finland 
Switzerland 

INTERNATIONAL SECRETARIAT FOR VOLUNTEER SERVICE 
1000 16TH STREET, N. W. 

WASHINGTON, D. C. 20036 

March 23, 1966 
WILLIAM A. DELANO 

Secretary General 

Cable Code: VOLUNTEER 
Telephone: 382-8480 

MEMORANDUM TO THE HONORABLE BILL D. MOYERS 

SUBJECT: Visit of Prime Minister Indira Gandhi. 

I know the agenda for talks between President Johnson and Prime 
Minister Indira Gandhi will be crowded. Not all subjects, however, 
would be as felicitous as President Johnson discussing Vikas Dal 
(Indian VISTA effort) progress. ISVS has been helping India on this 
and stands ready to do more. 

India receives volunteers from eight countries in the world. 

As you know, India pioneered with five Reverse Peace Corps volunteers 
to the United States. 

With this vast experience and interest in volunteers, New Delhi 
would make a perfect(andneutral) spot for the 1966 Assembly of 
ISVS in late November or December. 

Critics might 
hosting of this 
critical juncture 
to bring life to 
type of self-help 

use the pedicted famine to discourage India's 
conference. However, such an effort by India at this 

might be the very dramatic triggering necessary 
Vikas Dal. If so, India would lead Asia with this 

effort by volunteers. 

The Indian Embassy relayed my request for India to consider this 
question in February. A mention of Vikas Dal and ISVS by President 
Johnson might turn the trick. 

I 

India as you know is a Council member. Incidentally, couldn't the 
vast amount of conterpart funds in India be used to defray the cost 
of hosting this conference. We figure the host country has to be 
prepared to put up at least $100, 000 for a conference with between 
60 and 80 countri,es present. 

https://l!:!.f8.el


given to the president on the return trip 

from NYC -- 23 Ma 66 ----by A ...... 
Ambassador Galbraith... ~ 

the president gave it to me -- and did not 
say what disposition it should have .. 

vm 
3/23/66 



March 22, 1966 

MEMORANDUMFOR THE ·PRESIDENT 

Indian Policy 

The two important things about Indian policy are to keep it 
concentrated on the very few essentials and to keep the Indians 
thinking that they need us more than we them. The following are 
the essentials of a sound Indian policy and there isn't much more. 

(1) To recognize that the most important thing is to keep 
India from being a famine disaster area in Asia with 
attendant disorders and dangers. 

(2) This requires: 

(a) A strong agricultural policy with primary 
emphasis on fertilizer and price incentives. 
Nothing else is so important. Agricultural 
effort should not be spread over a lot of 
minor things as in the past. 

(b) Energetic population control. This is still 
conversational rather than operational. 

(c) Using aid to free the economy from the 
restrictions mostly having to do with use 
of foreign exchange. These now strangle 
it. 

(3) We will have to extend aid in generous amounts. But the 
Indians should be clear that we do this for the express 
purpose of accomplishing the above results, i.e., food 
production, population control, freeing the economy and, 
in the interim, preventing starvation. This is not 
interference. It is our natural expectation of effort by 
the Indians to achieve the above results. 

(4) The starvation danger far outweighs the Chinese danger. 
The Chinese are too intelligent to want to take over 
another hungry country. Therefore the foregoing measures 
must have priority over military outlays. There should be 
no talk of resuming military aid to either India or Pakistan 
in any serious form. Not even the State Department should 
feel compelled to repeat all past mistakes. 
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(5) We count generally on the Indians to work for peace with 
Pakistan. 

(6) We don't consider India a major factor in the Cold War 
politics. That gives her a unsupported sense of her 
importance. We are naturally grateful for anything she 
can do in working for peace in Asia but her primary 
concern is to get on top of her own problems. 

John Kenneth Galbraith 

JKG/adw 
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