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Matters !or Discussion with Pril11e Minister 

I. Prime Minister G iculturaJ. Develo 1ent 

The rele..t • ons i:p bet'treen } inister Su.bre..rnanian and Mrs. Gandhi 
good. s. G..ndhi has generally su:9ported Minister 
new agricultural development. p_ o.;_ as it evolved 

f' c:.n our discussion in ,e last Novei ber. S.11e relie& heavily on. 
Subr iam f:,r advice on a uid ra.nge of .matters going far beyond 

"'Ticul·i;ure. Sha also uses him as her personal emissary in :pi·oblem 
situa·Gions, most recently in strife-torn 1/cst Bengal. 

er principal weakness is her f'ailure to back necessary policies 
sol.idly. Over the past month, Subranania.m has been strongly attacked 
by both the O',:.position parties a."ld his mm Congress pe:cty 011 food 
and agriculture problems in general and the Govcr1ment1 s decision 
to encourage f'oreign private investment in fertilizer production in 
:particu.lar. Subrari:.:..nirunhas sho~m detexmination and. courage in 
carrying for«ard our Romeagxee -nt. 

~irs. Gandhi, instead o~ assuming a strong, positive stance,. bas 
chosen to be defensive and apologetic. T iis contrasts with the 
strong, even brute.l measures, used to su,:press the food riots. 
Early in ~ch a.t an inf'ormaJ. meeting ·with Members of' the Press .Asso­
ciation of India ~d the Foreign Corresponaents Association, ~tr·s. 
Gandhi responded to CJ:iticism a out encouraging fore:gn fer-Gilizer 
investreent by relo.xin resJ.:;1•ictions as follows: 11C"'rte.in commit ·ents 
were :made by the Government an.d I do not lu1ow how fa:r it is :pre er 

11to go back on these cacmit.ments. Following this she ·said, nBesie.es, 
we are in very urgent n-ed of :ertilizer. At tho.t time ( the time 
the decision was taken), the Goverrenent felt the 11-.ed so· important 
and so urgent that it tried to get it in uha.tevar way 11as :possi le. i, 
State ents oz this nature do not encourage foreign private invest­
ment in India. 
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'I'he Government s also been strongly criticized for going to other 
countri sand as i ~ the for _ood. This ia o.f'ten de~cribed as 
1 ee;"'ing" and. an "er.'lh ~r ,ssmcn'c11 of di befOI'e the w rld. This 

ha.vo struck a s • siti e -p liti al no'·e. The Government 
it d es e,!ld dero:a.e if it do,.,sn't. Ii' it doesn't go 

l ~-am other countries, it's fac d .nth ae:ious shorteges, 
riots ani f. ine. Ii' it does go af't~r food and succeeds in avoiding 
:famine, i·i,; co:r.: s un er fire fo"!! i'cs ''be ars 11 a,r?:!'.)roach ·i;o solving 
the food P- ib_ • L-i a. d mocratic country with free ex .,ression this 
is to be 

to 
d if' 

Ho-rev r, ins· ee.d or a firm . osit.:on with positive stc:cs ;ente that 
the dr ught ha,;, t i~ re the 1.eed fOit , Ol"-d,;-lc.e a~ □ ista...11ce, 

'('C. Gandhi he.s s ver ...1 JG:lmcsmin· :J.ze tha s :cious. - ss of Indio.' s 
food shorta~es. If she eJq,ects • othe:. nations to maanir1.gf\u. 
cont_ ibu ·ions, s -~ mu.sr;;;fac the fire firmly at h ('!o far she 
hr,s · uivoca:ced on this. 

II. The D. ·1 09,1: e with M.. istcr Subw::no.,nleil'.l. 

Ae you knowII e:ctensi c an.d dGtailed disc, "sions between Ainis-cer 
Su 1·0.ma.ni,,., and myse_:C' ha.ve bee .. held. A we k in R • e lo..te in Nov­
em· er ~1 d e ve:i:·al d ys here just before Christmas ena'!:>led us to 

ret·'-y ,v~ll ntr.ircsh out" the is, ues. Since then the Il:.dian Cabinet 
11d P r _i• ",ent l ~e ;public_y out_incd a maaniri.g:ful progrr :a.. 

a..."l..11.0unced1roc;r . a."ld policies. 
io pr cee i ...g e ere; tically to ca:rry 

t e ?!oment he is fa.lling short of a.one "' 
to India to check on-the-seen_ 

:i;•.:,b_cm!!OW is to im_.le:m.cnt t. .csa 

Howevar, 
In rfuy, I 

y and 

at 

A. Food S:ltu::\tion 

(l) Logistics 

At this _oin'~, grain is moving :f"rom here to India. in a 
rather regulc...r no 1. AT..iv·us o±:grain in India should 
":vcrage ore tho..n o e millio .. t ns y;er r onth in March, 
April end ,'f.::y. E.\ra_ythi~ in.dica·i;es Lricli~m :oorts should, 
with a little extr- ef ·ort, be able to lm.ncl.le this much. 

Thero has been som difficulty 'trlth grein sorghu.n. You 
may recall that the 3 illion tons oi' i'ocd. grain you made ,· 

·,' ·.'. 
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available in e"' ly Fe ru.e,ry consisted of 2 million tons 
of wheat and 1 illion t ns of sorg.,um. '£he lndians 
L\'YJ!'lleio,tely Ch'J.)ressed r .se!"il'ctions over thei:!- ...,biliJGy to 
t ·e large quantiti s of sorghv.m. They claim d the 
mois,Gure cont nt of gi·ain sorg· t r:1 woul.d be too high and 
thn.t it ould not otore ,rell unde_ Indian stor e condi­
tions. The fLst shiplos.ds of gra.i..11. sorghum have axrived 
and were in excellent condition as far as moisture was 
concer- ed. A second o1)jection w•a,s that grain sorghum 
could not be handled as r ....pid.ly as wheat. once th, evac-

to o •0 xe :p: '.Prly adjusted for sorglr , th y handled 
u1m st s uch sorgh as what, largely re oving this 
objection. 

The t ..ird objection 1-1as that consumars might no'G accep 
sor h1n1 as a substitute for t .c loc 1 gra.ins to which 
·th y were ccust re d. fe have not yet mcrv d enough gr ,in 
so-c !!!l into Indin to test co.sv2ner acceptance on a larg 
sc 1 e. They retest tha - riots likP those in KeroJ.a. will 
resUJ..t if w try to substitute sorghu.>n :ro_ rice or whe-...t. 
W ha:ve urg d t: -Sl In io.n Gover!l!ll.ent to J.o.-rer the :retail 
r>-ice level of sor hu.in as nzeded to move t .e qunntities we 
a.re providing. They _vo agrc d to do this. We have bad 
to :push very ~d ·co eet t.hem to take t .e allotted sorghm • 
The asea or eve. the Pri~e Minister W).,Y complain 
tr.at I have b0e11 r noon.able a..'1.d . cessively dems.nding. 

en so we will :rci.11 :i:,..._-:ve some c ryover of sorghum to 
ship '-'-f'ter all ·che wheat has moved. 

(2) Cm.•rcmt • st:l.nw.te of' Cr~ 

On Febru~.ry 15 Jelle L1'ldfon Gover1 ent ·was to hmre release 
andc.hGr estimate of t is year's crop. BBcause of an 
u.nresolvcd disa eement between J<;;heCcnte:t: Governmen'c and0 

some of t 1e s·c .te gm er .ents on the actual level of fo d­
grain production in these states, this repo_ t he.s not yat 
been released. I:f th Center Government prevails in this 
d~s ut, the cro estimate ~rill probably rer,10.in unchanged 
a-t 76 mil 1 ion tons c np::u-cd with 88 lo.st year. If the ste.te 

ovcrr , th crop est· • te may decline by l-2 
million t ns. I'v i om: best jude;ment th~.t as the crop 
estima'ce becomes t· En·, it is more li..'tcely to decline than 
rise. 

\ 

l .' 
/,' 

,', 
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(3) Contributio :i'." Countries 

/ The effo_ ts of' t e Lridians, back d by our support and that 
of' the United Nlitions, ho. e yielded s e results e.1.thout;h 
so f • response tot _n ian request has not been cwer­
whelmi!. . Iou-evar, t .e c , a:l;ive contributions of' some 
20-25 countries are now_beco ling mea.l'linGi'ul. 

To date, the value of t'I 1 contributions, includ:1.ng food., 
fcrti_ize , etc. t tals soma i million. This still 
covers only a "rae-1 f_action of T· die,' s f'ood-fert,ilizer 
d.::'icit, but it is non ·'he_ess a start. If' both we a'lld the 
India..'1S cep t1e _r-ssur on other c untries, l think we 
c- e1icit f'urth r cont_ibutions. 

Can~da ha promised to come through with another contribu­
t.:.on of' whc •,t which 0,y be larger than the modest one made 
in J:muo.ry. Th ne~. • :m.a,jor o :.ortunity to :!'ess this iss . 
1-r.i:i:;hother countries • s at the forthc "1g eeting o:t' th-

iECD sche_:u.led to b held early in A:9ri1 in .::m ~ • I plan 
to ha.VG a special reprcne_tative there to· ress u2on the 

t!'l n ed to a::isuni.e much ! ore ;rea:ponai i.lity not 
only "or India this y .,. but fi r the outc01 o:r the world­
wide food-populati n race. 

(4) cod Needs for 

We have thus f x· mad available -same 5 million tons of grain 
for shipr ent to I d.ia in 1966. This is against their offi~ 
ci· re uest of ll mil.lion tons. An additio al 6 millio 
tons is sti_l required/ 

So.."neurge that ire sign an ac;reem nt tor a quantity of' gm ·.n 
app.;•oc.ching this 1 unt to ce..rry the Indians thr ugh the 
r .mafr e:c of this co.. en ar yea:r. They ergu~ that such a.n 
a~sura.nca is nacens~·y to sta ilize prices and control the 
:pol..:.t:i.cal situ -tion, I" ·ticulru.·_y Communist inspired riots. 
I "i:rotud no reco !!me-ld this for we would lose the lev r g 
we so badly need t,o BGt the Ind.:!.e.ns to take some of the 
tough, politically dif·"icul.t decisions -- decisions which 

ccor.ie incre ningly difficult as they ro.ove closer to ·t;he 
nationa.l elections to be held in February of 1967. 

An agr emen'i; ca.rryiP..g to the end of the yeox would reduce 
the 1:i:eessure to e;et othe:r countries to contribute more food 
and :f"ertilizer. 

. . ., 
1,: 
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In ley 0 inion, it would e better to a..rmounce some kind of 
a. fo_ .. e. ch le_ 00in the rest of the ,-ro•ld to match our 

ffo_ t. A odect llotl ent could be made uhile Mrs. Gandhi 
is here or sho···Uy af'tcr she leavea. 

B. Lonp.:-'Jferm I.mp oirements 

(l) Fe_·tilizer 

As of mid-M::i.rch. the estimated availability of fertil­
izer for t 1966-67 crop is still iell below t ,·get. 
Ava.ilabil ·ty of nitror;enous fer'·ilizer is now esti­
mated at 850 thou~and tons -- 400,000 tons of domeotic 

red ction n ~-50.,000 tons of :L"!lports. his is half 
agcin as l~..r e as the a\ra.ilebility fo: the previous 
crop but still well below the target of l million t01 s 
set in a:re. 

The est:iJii-3,tcd av~ilability of phosphc:.tic t rtilizers 
is ~out 250,000 tons a ainst a consumption t ·•get of 
370.,000 tons. For potash, e.vailab·i1 ity is estimated 
at 100,000 tons azainst a target of 200,000 tonso 

There is a very good pros_ect that the 1966-67 crop 
wi 11 not e up to no_•m , because of the ca:ri-yover 
eff ·cts of this e..,- 's monsoon. f ilure. Thus, in 01• ler 
to minimize the prospec·'.,ive large grain ir,port deficit 
'£or 1967, we roust press the Indians he.rd to do every­
thing possible to ensure fer-tilizer cons1.un:ption e.t 
least as hi5h as the targe·l:;s. 

There a.re various ways of getting th._ additional fertil­
izer. The India s couJ.d use som-~ more of their orm 
foreign exc 1an.ge. They s'1ould press other advanced 
industr .:.a1 courri;:d . s harder askin~ e· .ch of them to 
provide sana fe tilizer on concessional terms much in 
the sane ,·m:y r0.:p:rnvidc feed. If' ,i:rn. Gandhi would 
agree to usinG these two ~ources to fill he..,..f oft.he 
ren: ining fertil • zcr ge,p, we might then consider of· e_ -
ine; a lo to fi.ll the othez- J:wJ.i'. Without such an 
inducem3nt!i it is dcubtf\1.l. they will go much farther 
·t;han they h ve so fei•. 

r • .. 

. '., , 
"· 
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(b) Gettin,.;:, fertil.'..zer plants to 1'ull ca acity 

Fo: one reason r another, fertilizer plants in India 
have never operated at uch more tha..~ two-thirds of 
:rul.l capacity. Lo.st year actual. output was only 
63 pe_·cent of capacity. •aulty plant designs, a fail­
ure to aJ.locatc cnou3h foreign exchari.ge to o ta.in 
bo·[;h the necess !XY s:pe..re :parts and necesse..ry fertilizer 
raw materials wei·e all contributing :factors. 

0v _ the ast few morrbhs:, assurances have been obtain-d 
_ o the .. ndi ns thn:b ef orts would be made to use mo ·e 
effectively their reductive c. acity. Gassification 
unit..,, n eded to e •. so: e of the plants with faulty 
dcsi2;n up to ful_ capacity, are no·r on order and should 
be insta...led and op :r·ative within 18 months. 

Jn addition to thci factors :preve· _ting the effective 
utilizat • on of lan·i;s in the _1st, there are s e fur-
ther factors hn.r'.I_))cing out t this yeex. These incl d~ 
shorta,Ges of' electric power deriving from the partial 
fe,L e of' t __e mo:isoo1 this yer:i·~, and tie;ht ,rorld sup­
plie.,. o:i: ;phos:9ht:.te 3.•cck and sulfur. They sec;n to be 
tryi 7. h,,..·~dto increase p:coduct:!.o ca;J_)acity but we musJc 
conti!lll-:. to ji!..tch h:.:.r , You might ; • resa upon Mr • Gan tl 
the s e-.ni inconeruity of a co:i.rr'ccy: cin~ a serious 
.nd corrcinui .. :3 i'ooc. orta.;e o the one band , ile tol-

erat • ng such i 18:ff.iciencies in their o·m gave r.anent 
cont_ ollc ~ and 3re.:0cd . er-t,ilizer :plants 011 the o·~her. 

(c) 

One of the Conditions m er which ·the $50 mil.lion fc:::·til-
' izer loo,n was na.de avn.Lo.ble last Decer.tfber 10 was a co_,.­

m.itmant by the ;1.d:.c...11sto do ~J.1 they could to sign up 
by July 1 11 1966 r·';,ra:t.e secto1~ plants with a combine 
p oduct on caJac·ty of l m"11ion tons of nitrogen. There 
.,. ·e four lants ,fnich may be signed 't.."Pby July 1. The 

1. .Amoco Plant 5.n _Ic.dre..s 200,000 tons 
(A-.:. «1..jo:i.·h 'i''dles believed 
cleared in t;- e n_gotiations) 

' ' ' '' 
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2. Ani.our-.o··r1 Plan'c in Goa 160,000 tons 
(I'Tc""otiations largely c nclu ed 
but ""'urt,he _ror;r ss now stalled 
• llcccdly because of U.S. a 'd 
su cnsion) 

3. Im__z:l.'i · Chemical Indus~cries 
200,000 toi:i..s 

w..ost ~dv-e,nced ot 
inv<:1stors; 

on stre m early 

130.,000 tons 
s ei ly an L.dia.n 
v s- ve .tu.re exce_ t 

for .nr> n:r as ged through 
J. e es)q 

The toto..l c<1_cicity f these pl nts will be 690,000 
tons, sti_ "tel b lmr t·1e 1 million ton com. "'tm-nt. 
11o~ of t ...ese four plants is a certainty at this :poi.xi;, 
but each is a. r bon • le --, os ect for signi:r.g up by 
JuJ..y 1, 1966. 

!egot 't.tions 1rlth o· her :privc;l:ie investo_s a.re not mov- • 
i..l'lg f rwa ..·d tisfo.ctorily at present. If' Mi.s. Gandh" 
conti . ea to m2l-:e1rlori..y-,-r::1shystatements about the 
governi, nt' s e.ttitude toward foreign p1•iva.te i..-rri.testmcnt, 
:rna.:.a could eve . __ose some of the pros ccts 1isted abov0. 

Subr· is pre .!:'ared tb send a tea-rn o:f top J.evel 
go rnment of icials th.rough Western 'l'urope, Ca.c-iad~., 
U.S. a:a.d J;.,.,~c.i.'1 in e.n effort to interest more riva.JG • 
-t:o·eir.;n in: estori:; in India. In addition to fertilizer, 
they need est··c:. .es, fa...-r,n:i.m:9le .ents and • .!.roved ~ccds. 
The Indian~ claim th t. they have been creating the .:ror,(.:r 
clima:-L for forc:i.en investr.1c .t. The proof o_ the pu::".dirl[;., 
howove , is i ·i;. ,., eating ax1d foreign inventors so fa, 
hav~ been pnss~-3 -·dia by, inve ting at record leve_0 in 
other co1..mtricso :p; ::.s cJ.e.• ned t .t rcotoration of o· 
aid wi r.1:1!:.eit _ ossible to geJc the economy oving d 
t"!w.t such is a eceos ,,.y essm·ance f :.. _ -~·Ge inves··- .ent • 

. JJ.:i.•s. G~ndhi rJtE.Y ru<.:e this point in requesting a restunption 
of' our o.id. If' sh does, you might point o 1t that had 
India. b en sv.cccocful in attracting more foreig? priv te 

tr,, •_.:,·!; ,' ·"' '•:•·''•.! 

....i. :, ' 
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investment in the rw-'c, it now might be reducing its 
e:endence on externo.l e~istence rather tlw.n increas­

ing it. •.er attention migh·I; also be drawn to her mm 
weak ste,t :ments. 

T 1960 we s:i.g .1.ed •_ ,greement with the India,_11 Government 
to rovide J.6 millio_ tons of wheat and 1 million to. s of 
rice over a l~ ye3;.• per··od. T is t·' e wan to be used to 
• apro e their a.SX'-Culture o..n.d red ce their dependence on 
c ncessio~ . food :impo ts. 

1e kept cur end of the a.rgain,. shi_ ing the agreed upon 
qun.ntitics of :rood du:r ing the s ,ecified time, but the Incl.'..a....tJ.s 
did not kee_ to th i:. e. d of the ba.rg in. Instead of' re c 1-

ir,._s, .. elf s'!J.ffic:.ency, the • .div..ns are now more dependent o. 
food ·1 ports t ~an ever efore. 

Last ye r i shi._p~d close to one-fifth of our 1964 whe:;,..t 
c:.'op to his ye the offic.:.a. im]::,ort re<1uest of' 
11 milli n t ns is ec ui 1alent to nearly one-third of' a..'1 
aver C U.S. ~meat crop.0 

ad ition to sho!'·c.f fils :1.nfertilizer :pro ction., th re ex 
oth !' serious oo_ems : -~ Ind.: n tvtJi<..'Ulturc. One of the 
areas in w'i1.ich t . Gove1~l"~c t of .,.._' ia is not coming t ou..c;h 
as they had u{!l·eed to ;i. in the ro a of f rm ere di t. To -· e 
they 11.:.,ve :i;-eli d on coo·;ore,tives to :provide :fo.r.mers with 
c··eclH;. 

At ~e~crrc. fa...'l"'l'llers rcce_v1ng only o their~r o e-fou.rth 
cred:!:1; th::' ':l th ~c co~pe ...a-cives. ·or :m.ost of' the ramo.i:r-...der 
th3y must go to t .e moLe lenders who chaJ.•ge interest rates 
of 25- o percent ~ er • 

Tho Go·,.,rernme·t of Iri.dia should es,Gnblish a :nationwide far­
credit orrr::,.niz tion, some;,: at s ilur ·Go our own Fa:;. ners ' 2:1c. 

J d.tninlst:ration. Ile c d ~zsist the in this ef· ort by offc:r­
:t 1g to provide loc 1 c -.,,re_cies to fino.nce such an organ· zu.­
t:1.o:n. 

Irrigation has not receiv-ed. the att;ev.:'cion it deserves. V et 
invcs-tm ntn in major h·--sation p!'ojects a.re not being :fully 
utiliz d beco.us~ no on hes ass ed .the full resporu:ibil·'ty 

'"· ,,•·, 
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f'o gettiri..g the ava i 1 o.ble water to the farme_•s on a 
syste_matic basis e..t the time they need it. This m.....jor 
so1.1:c·ceof inefficiency and wa.ste coul be :removed by 
simply corz-ecting the existing organizational a admin­
ist!'ative defects. 

i.lthouJh the ~ urth Five Year lan is not yet co!, lete 
l indicat··on ere th ....t a,:r.:icu.J.tural investment ur·ng the 

Fourth Plu:.'l Period (l_/.6-71) will oe at, least double that 
of the )receding -=-:L _er :.o • This co.rur.1itment t-ras made i 11 

one e d it now e.:ppc,;.rs tha/,j they will be n1lfilliv.g it. 

L. o G-ncThi ma,y express same concei·n over this issue. ob age's 
dCl'.3 d in ope.. heo..ri g that India s ould shift a...t o:? its cotton 
land to the production o;. foodn;r ins was widely _ e orted in :U."1dia. 
It ;., lab ed by the _o it:tc Oj9osit_o us a.'llother example of 
u.s . inte:tve tio. in In i 's int • policy ma.king. 

. ctual.ly the possibil:l:ties of substituting cot·bon for food ains in 
India are 1 • ·ted. :.i:nt .e Northern uheat grow:.ns regions, -cotton is 
gx o m in t e unnn r and ,meat in t .e wintei' es !):i.r'i; of a double er ping 
l' tt.t:lon. lheat will not .. ow ~ur:·.ri..g the summer in India' s ,b-
t opicul climate G 

Ve little cotton is g.:.·own in the rice growing reuions of India 
n:l.nc the cl· tic requirements of the two era s are so di:ff'erent. 

Cotton, the most drought resistant crop gr.o,;,m in India.; does c pctc 
.:.th jol,"'.:1.1..(e sorehum) i th- SC!. i-o..rid r·cgioru; of' Cent::.~a.1.und t·eo • -'n 
di • _ th;;se l·egions some c tton .land cou d b,., shi·""ce to f'ood­

gra.ina by ,_<ik,:ug t· ..e :price o:t' sore; ..um more f'avo:c~~ble :c la.tive to t ~t 
of' cot'l~on. P-.dce aweo.r • to be t e only _ act;ico,1 y to cc .. 
sue.I e, chanc;e :i"l tr..o er __ iY13 p::.-:.ttern. The dian Go',re nn ent s • '-ly 
docsn' t m1re ine me.chinery to ~e ;production a.djustx en-iis like we • •• 

This could be done by _roviding la.r er que..ntit.:.es of cotton under 
1olic tau 4 o. Cotton prices h.,,ve been exc ptio 1;.J.ly stroP...g in 

recent years because the Gmrc_l'llTI.ClT~has not had edeqv..e.te stocks to 
P- e nt t e sh ,rp • r .::.ce rises. r0 a:ce consideri. g- _ rcnidin:.; India 
with much 1 :tger quo.ntitiGs of' cotton to ,uoh cotto pric"' dm-m. 
This would encoux __0e the s 1i:ft of cotton land to the p:-:oduction of 
food g:. :.ns. Ii' we do t .;s, s ...ecountries nmr supplying cotton to 
fadia ,1ill co.mplo.in bi'(iterly. _-

\. 
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DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON 

MF'.J Q~NDUM 

To: The l?resident 
The White House 

From: Orville t. Freeman 
Sec1·eta:cy ,of Agriculture 

Following are same o-.fthe key points• in the memorandum prepared -.for 
Mrs. Gandhi's visit: 

J.. Minister Subrama.niam is doing a yeomanlike job of trying to 
push throu8h the progra.in we agreed upon in Rome. L'll so doing, 
he has taken it on the chin poli ticaJJ.y. The Indian Government 
is in deep trouble on the f'ood issue. As a result,, there is a 
great deal of :pressure to sacrifice to appease the·~3'ubraraa..'1.ia.m 
opposition. Mrs. Gandhi shou:l.d be cautioned on this,. Subramaniam 
is one of' the to:p two or three members of the Indian Cabinet. 
There is no reI?la.cement in sight. 

2. Mrs. G,:iz1.dhihas taken a. weak, equivocating position on the key 
food issues. She must be prepared to acknowledge before the. world 
th:lt India. is dez_pera.tely in need of external. supplies or :food on 
concessionaJ. t€l"lns. Same countries. have virtually w-itho.ra,m their 
offers of emere;ency assistance as a result o:f' her statements 
:minimizing the situation. If' she continues to be clei'ensive and 
a:pologetic about the Government's earlier decision to encourage 
f'oreign investment in fertilizer plants some .foreign corporations 
may have second thoughts about investing in India.. 

3. .American grain is moving satisfactorily at the rate of a million. 
tons :per month. Despite rather widespread riots related to the lack 
of f'ood, es}'.)ecially the lack of rice, the food situation is under 
control and not dft~CrH~ at this .:,point. It "-Tj.J_l.get worse before • 
the next harvest brings relief in November. 

4. India. will "'e nether 6 million tons of grain in order to carry 
ou ts plan to allocate and distribute food throughout the country 
so a.s to a.void famine betueen now and the next major ha..Y"'IJ'est'begin­
ning in· 1;;overiber. Without this :irrl..ported grain to distribute tbe 
Central Government .may well J.ose conti~o1 ot the s-i.tuatio::i. 

5. Other countries can and should do more to help India. in the current 
emergency. Now that the first round of requests is past, it is time 
to start. again.. In my meeting with the. Canadians early this mcmth 

·' •. ,1. 

1· ,. . , . 
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2--The esident 

I pusJ:-.1Cdthem to contribute a million tons as cm1pared to their 
in..:.tiaJ. commitment of: about 1.50,000 tons of wheat and flour. 
They ho.ve a,:r.eecd to reconsider and make a. fw.•ther contribution 
but we do not lmow yet how la.rce it will be. 

6. The need for fertilizer for next ye ,r's crop needs to be emphasi ed 
otrongJ.y. The weather ror ne)~ year's c:cop can .. "'lo·l; be contr·olled 
but the mnom!t of fertilizer to be used can be. By holding the 
I dians to the targ ts we agreed to in Rome, W-; both increase the 
use of fertilizer n xt yeru: and i.rnpress upon Mrs. Ga.."l.dhi the impor­
tance we e,.ttach to -the acceleration o:f.' India's ac;l,·icultural devel­
opment. This continues to be _the main shortfall.. 

Enclosure 

,· 
',.} ' 
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MEMORANDUM FOR THE RECORD March 21, 1966 

G. D. Bir la and Lloyd Cutler came in this morning to touch base 
prior to Mrs. Gandhi's visit. Birla will be seeing her in Paris over 
the weekend. 

After a few remarks on how slowly fertilizer project contracts 
are maturing these days, Birla explained why he thought Mrs. Gandhi 1s 

/>."'(' ,e,, '"' visit would be p-~ important for the private sector. Even if US 
Government aid were resumed on the old basis following the vi.sit, there 
would still be questions about the future of private foreign investment. 
The Indian Government would like to decontrol imports, but it will need 
assurances that the right kind of aid to make that possible will continue 
to flow. 

Birla said we would have to think beyond the Gandhi visit towards 
some machinery to facilitate foreign investment. He said Mrs. Gandhi 
is al.lright as far as principle goes, but when it comes to implementation, 
we will need something more. Cutler underscored this point, saying 
that we needed something that would put American, Japanese and European 
businessmen on the spot in lndia--some sort of permanent secretariat. 
I noted Hoffman I s idea for an Indian Committee for Economic Development, 
and Cutler alluded to the old Anglo-American Productivity Council in 
Marshall Plan days, saying that was along the same lines. 

Birla emphasized that the Indian Government will have to "shed 
its shyness 11 about the private sector. Now it feels politically compelled 
to talk as if the private sector must be tolerated, but it rarely goes farther. 
Bir la pointed out that there is a whole "new class with a vested interest11 

in bureaucratic controls. A good part of the battle now is to give them 
new laws to administer which will hamper the businessman less. I said 
that the public statements of Indian officials didn't bother me too much. 
I have always been more concerned about what the Government of India 
actually does. Moreover, I was afraid of more institutionalizing. I felt 
that what we really needed is a series of concrete examples of how 
effectively the Indian Government is using the private sector. For instance, 
a few signed fertilizer contracts would do more than all the words in India 
to give the private sector a boost. 

On the general subject of the Gandhi visit, I said what will impress 
President Johnson more than anything else will be Mrs. Gandhi's seriousness 
of purpose. We have been through several cycles of Indian pro mis es - -

Nehru 1s to Eisenhower in 1959 and Patil 1s when we negotiated the three-year 

--GONFIDE~ 
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PL-480 agreement. Each time promises have been bigger than performance. 
So now we are interested in action more than words. If President Johnson 
is convinced that the Indian Government is determined to decontrol, then 
we can talk about how much aid that will take. We don 1t want to impose 
conditions on our aid. We want to know what the Prime Minister of India 
intends to do so that we can decide how extensively to help her Government 
do these things. I said the assurance,.t we seek of Mrs. Gandhi's firmness 
of purpose is only natural for a prudent investor. We have done the same 
with Pakistan although there the problem is more political than economic. 

Birla reported that L. K. Jha had told him exactly the same thing. 
But he returned to the importance of machinery and people to translate 
intentions into performance. The Indian Government is not highly effective 
so he hoped the US would be able to bear with it. 

Cutler interjected that there is ,room here for a real bargain. He 
pointed out, using as an example, K;y'ser Aluminum 1s relationship with 
Birla, how American investors are being scared off because the Indian 
Government is taxing away their profits. I suggested that the way to win 
this battle is not to join it directly but to take advantage of developments 
already in the cards. For instance, India is going to have an agricultural 
revolution. For that, it will need fertilizer. The US Government is not 
going to invest its aid money in fertilizer projects as long as private 
investors are eagerly j.waiting to invest. Therefore, circumstances will 
force private sector fertilizer projects into the lead, and the breakthrough 
there will have an impact on the rest of the economy. 

I 

Birla returned to his feeling that Mrs. Gandhi is a]/right but doesn't 
understand these matters in detail. I agreed that her ability to produce 
would be the real test. I warned him that no matter how successful the 
visit is I could not see an automatic turning on of the ru, tap as an 
immediate result. Birla agreed. 

On Cutler 1s prompting, Birla said he felt that war fever in India 
is over as a result of the war with Pakistan. When he mused that some 
useful realizations had come out of the war on both sides, I told him I felt 
that few Indians understood what we had actually done for India on that front. 
For more than ten years we have kept Pakistan off India's back. Yet we 
have had nothing but criticism from the Indians. I thought what had stopped 
the Pak-Indian war was Pakistan's realization that if China came into the 
war on Pakistan 1 s side, both the US and the USSR would come down squarely 

on lndia 1 s side. 
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1 v , Conclul ing, I said I felt India had horribly neglected the Pakistan 
problem during these years while the US has in effect protected its flank. 

Birla took this in but said we mustn't discount the important fact 
that India had regained confidence during this war in its ability to defend 
against China. The situation in Pakistan is still fluid and he hoped the 
US would not resume military aid to either India or Pakistan. I asked 
whether he would prefer that Pakistan receive its equipment from 
Communist China, and after discounting the Chinese as a serious source 
he let the subject drift. 

In a final exchange, I told him that Mrs. Gandhi could expect to 
find us extremely sensitive on Vietnam--almost as sensitive as the 
Indians are on Pakistan. 

R. W. Komer 

eONFIDEl'tTlAL 



TOP SECl\ET 
March 18. 1966 

MEMORANDUM FOR THE PRESIDENT 

One of your trlddeat Job• with Mra. Gandhi will be to atiffen her 
intention not to 10 nuclear without promiaina too much. Thi• wcn't 
aeem hard becau•• it look• a• ii ee'll •tat• thl• iateatloa flatly. 
But while that •••mingly let• u• of1 the hook ot deddlna how much 
pre•.ur• to apply or how much to pay I.or that dedaioa, we don't 
want to pa•• over the ll'llbject ao llptly that •h• 10•• away think­
in& w• don't take non-prollfentioa nrioualy or doa't have a 
reall•tic alternative to olfe-r if aome day ■h• decld" ah• ha ■ to 
rever.ae her•ell. 

Ru•Jr. ha• be- over the alternatiT•• exten.nvely &nd concluded 
(attached) that -- even thoup we ahould try to head oU hldla •• 
1oin1 rmclear - - we ahould. aot now 10 •• lar aa to offer mdla any 
aolid uauruce of 11uck\ar help aaainat nuclear attack. But he 
alao feela we•r• not ready y.t to cloae any doora. So he'd propo ■ e 
taking thi• line with Mr•. Gandhi: 

You qr•• wholeheartedly with her lntent;lOD to limit 
India•• nuclear ener1y deftlopment to peaceful u ■et 
and to concentrate on economic deYelopmeat. 

You air•• that tile nuclear power• ahoulcl work out 
■ome way of a•aurln& the aon-nuclea.r power• a1ainat 
nuclear attack. 

You hO}Mthat. if the preaaur•• to build the bomb 
mount, •h• 'tfill talk the problem over with u before 
dectdlna. becau1e there may be way• to help India find 
the •ecurlty it need• without a■ smning the heay,y co ■ta 

ol nuclear delea••· 

--...._I _____ __,] 

SANITIZED 
E.O. 13526, Sec. 3.5 

NLJ JI-ID - TeP SJCCi\E'f
NARA, Date 'f •~1-P 
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Ru■k' ■ memorandum enc:lo ■•• a ■tudy reviewing all of our 
option ■ -- non-proliferation treaty~ comprehen ■ iv• te ■ t ban, 
cutti.Da off US aid 1l India 10•• nuclear, a US-lndlan &lliance, a 
Joint US- USSR ,uarantee or a US call for one, a private US 
au,arantee of help aaain•t a nuclear attack, and nuclear ■ h&rin1. 

Th••• aren't all mutually •xcluaive, and Ruak'• recommendation ■ 
addr••• cblefly the moat dllticult que ■Uon of whether we're pre­
pared to suarantee nuclear IUpport to India. 

While 1 air•• with Ru1k on the iltue of nuclear support, I'd 
recommend you empha•b• the importance you place on a non­
prollleration treaty and a c:omprehen1i ve t. 1t ban and au for 
Indian ■upport in order to under1core your ooncern about the 
■pread of nuclear weapon ■. 1 al■ o bellew thal -- without threaten­
ln1 to cut oa aid - - you ml.pt inlluence lndlan thlnldn1 by maldna 
it clear how hard lt would be for you throush economic aid to 
underwrite an lnc:11.annuale&J' weapon ■ proaram. 

R. W. Komer 

Attachment 

--TOP SECRET -
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ZEM 

,1e1t1t '-----------------
1. AS FOLLOV•UP DISCUSSIOI VITH FOftEl&N TO Al'IBASSADOa•s 

MINISTERON 3 "ARCH, (KARACHI THATDIBTEL 1711> PARTICULARLY 

SECTIONIN WHICH SUGGESTED BE INVESTIGATED BHUTTO DETAILS PRIOR 

THEIi NEXTMEETINGJN DACCA, 
'-------------------' 

2. AFTERSOME"UTUALCORDIALltY, □REfERRED ·ro AflBASSADOR•s 

SEPARATECONVERSATIONS AND FOftElGI MINISTERVlTK PRESIDENT ON 

SUBJECt OF CLOSED JNSJAU.AT10N5.
'----------------' 
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E.O. 13526, Sec. 3.5 
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c__ ____________________ ___, COMMENTED· 

THAT.FOREIGN SO"E PUJtSUIT "INIStER HAD SUGQESTED OF.DETAILS 

PRIOR TO NEXT SESSIONWITHAl'JBASSADORANDSAID VE WOULDLIKE TO 

GETINDICATIONOF HOW TO 80 ABOUTTHEJOB. 

ON WHAT OUR DISCUSSIONS COUl.DGIVE US READING FORM WOULDTAKE, 

COULDBEGINWORKING PROPER TOPROCEEDALONG LINESAND BE READY 

AT ANY TIME. 

3.j ~-~'SAID HETHOUGHT STEP VAS FOR THE EMBASSY NEXT 

OFFICERWHO CONDUCT TO 6El 11 TOUCHWITHWOULD DISCUSSIONS 

SALMAN 6ENERAL, DISCUSSPROCEDUREWITHALI, MFADIRECTOR AND 

HUI. HE SAID POLICY QUESTIONSHAD TO iE TAKENUP AID DEALTH WITH 

IN THATCHANNEL. 

HE SAID HE THOUGHT ALISAi.MAi'---------------
WOUl.D IDENTIFYSUIJECT WHICH SHOULDBE DISCUSSED II IEIOTIATIM8 

PHASEAND WOULD PROCEDURE LIKETO FOLLOW. DESCRIBE ao, WOULD 

HEURGEDTHAT SAUIAN DELAYVE TAKE STEPS TO CONSID..t ALI WITHOUT 

ANDSAID VE SHOULD MOVEASFAST AS VAS FEASIBLE IM WHOLE NATTER. 

4. I TO ·BHUTTO'S TO AMBASSADOR !REFERRED ADrlONITIOH THAT 

UT~OSISECURITYSHOUl.D AS AFFAII PROGRESSES BE MAINTAINED AND 

INDICATEDNOT ONLY WE INTENDED OFTHAT TO KEEP KNOWLEDGE 

THIS ACTIVITY TO "lNIMUN,I I 

I HE POINTED OUT THAT IF FOREIGNNlNISTEIIDID 
c__ ______ __, 

NOT LOOK FORVARD'TO or FACILITIES, HE WOULD REOPENING IE UI• 

LIKELYTO BE BOTHERED MUCH QUESTlOIS.VERY BY SECURITY 
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WALTER F, MONDALE, MINN. 

COMMITTEE ON 
AGRICULTURE ANO FORESTRY 

DONALD "USSELL, 8.C. 

COTY ■ M, MOU ■ DI, CH.IEI" CLE.RK 

March 14, 1966 

.The President 
The White House 

My dear Mr. President: 

• Since my trip to India at the beginning of this year, 
I have become increasingly disturbed by the growing accumu­
lation of u. S. holdings of local currencies in several 
countries, currencies which a maze of legislative and 
administrative restrictions is preventing us from putting 
to effective use. • 

·In India, according to the Treasury Department, we 
had set aside by the end of 1965, in the account reserved 
for United States government uses, the equivalent of 
$586.2 million in rupees. We are spending from this 
account at a rate of about $38 million a year, while 
funds flow in -- from P. L. 480 sales and repayment of 
various soft currency loans -- at a rate of about $170 
million a year. 

If we add to our U. s. uses total the $732 million 
rupees we hold in our "country uses" fund which are avail­
able for economic development loans,- we presently possess 
about fifteen per cent of India's money supply. This makes 
our aid programs a ripe target for Communists and other 

·?onents of democratic development they say that our 
~- iective is not to help India, but to mortgage India to 
. ~ United States. 

There are now ten countries where our currency holdings 
are in excess of our needs. I feel that we should make a 
major effort to free some of these holdings from present 
restrictions and devote them to advancing American foreign 
policy and promoting development where it is needed most -­
in the field of agriculture. 

In agriculture, as you have emphasized, self-help is 
absolutely essential. I have been most impressed with your 
leadership on this issue and with your recognition in your 
excellent Food for Freedom message that we can never sur­
mount world hunger unless developing countries take major 
steps to improve their own agriculture. 
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Up to now they have not been doing enough. But I think 
the evidence is clear that dramatic breakthroughs are pos­
sible -- and some have already been achieved -- in areas 
~here intensive efforts are made to improve food production. 

To assist countries which are firmly dedicated to this 
objective, I recently introduced a bill which would establish 
a special program of grants and low-interest loans of. U. s. 
held local currencies to promote agricultural development. 
This program would help finance production and distribution 
of fertilizers and pesticides, expansion of farm credit and 
farm extension services, support of farm prices, processing 
of high-nutrition foods, agricultur~l research, land reform, 
and other projects to increase food output. 

My bill would create a special incentive for recipient 
countries by making local currency assistance for agriculture 
available on especially favorable terms. Today, econo ic 
development loans of local currencies are generally made at 
about 4½ per cent. I propose loans at 1/2 of one per cent 
for agriculture projects and, in certain cases, grants as 
well. 

I would hope that the loans could be available not just 
to governments, but also to private enterprises moving into 
essential areas, such as fertilizer production. 

Use of these funds for agricultural purposes should also 
be free of many restrictions which now generally apply. We 

hould, in countries where we have excess holdings, make 
these local currency grants and loans from the U.S. uses 
account as well as the country use account. And we should 
exempt these from the appropriations process to encourage 
fuller use of local currency funds for this purpose. 

Also, I feel we should consider the possibility of 
using large amounts of local currency -- in countries such 
as India and Pakistan -- to endow bi-national foundations 
~o carry on programs for agricultural development, such as 
~ne Ford Foundation has so successfully conducted in India. 
These foundations would be similar in organization to the 

1.-national education foundation presently being discussed 
in India. 

Such constructive uses of these currencies would reduce 
the political liabil~ty which our growing holdings now present, 

I 
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and increase our ability to promote the self-help in agri­
culture which alone can prevent massive world famine. 

I am enclosing a copy of a statement I have dra up
which discusses our local currency holdings in more detail. 
I am also sending a copy of my bill, together with a short 
summary. 

·ram most grateful to you for your consideration of 
this matter. 

With warmest personal regards. 

Sincerely, 

\)j~, 
Walter F. Mondale 

cc: The Honorable Orville Freeman 
The Honorable David Bell 

I 



United States Holdings in Local Currencies 

There are ten countries in which the Treasury Department 
has determined that U.S. uses balances are in excess of 
·oreseeable U.S. requirements through fiscal year 1967. 
Below is a table listing these countries, together with our 
balances in U.S. uses and country uses currencies as of 
December 31, 1965 (preliminary Treasury Department figures).
These have been accumulated largely, but not exclusively, 
through Title I sales under Public Law 480. 

U.S. uses Country Uses Total 

1urma $23.7 million $15,3 million $39.0 million 

Ceylon 2.1 12.8 14.9 

India 586.2 732.0 1318.2 

Israel 25.9 29.4 55.3 

Pakistan 125.4 12l~. 9 250.3 

Poland 492.8 492.8 

Tunisia 6.7 15.4 22.1 

UAR 121.3 134.9 261.2 

Yugoslavia 41.7 90~9 132.6 

Guinea 4.5 19.6 24.1 

Total (10 $1430.3 $1180.2 $2610.5 
countries) 

Total (all $1495.9 $1421.5 $2870.8 
countries) 

How our U.S. uses balances build up can be shown from 
Treasury Department figures. They estimate that, on June 30,
1965, our U.S. uses balances in India were $503 million. At 
that time, it was estimated that in the present fiscal year 
the following amounts would flow into this fun~: $54.6 million 



from new Title I sales; $41.3 million from the payment of 
rupee loans for economic development under P.L. 480; $60.5 • 
million in repayment of Mutual Security Act and Development 
Loan Funds soft loans (loaned in dollars but repaid in rupees); 
and $18.5 million from other sources, including interest. 
(Apparently interest from all accounts -- U.S. uses and country 
uses -- goes into the U.S. uses balance.) 

These figures, when added to the original $503 million, 
come to $677.9 million at the end of fiscal year 1966. From 
this we can subtract the $38 million that Ambassador Bowles 
estimates we spend every year from U.S. uses funds, and get 
$640 million as an estimate for what the U.S. uses balance 
would be on-June 30th. And Bowles estimates that, by the end 
of 1966, our U.S. uses balance will be $675 million. This 
would seem, if anything, to be a conservative estimate. 

This gives some idea of how rapidly this balance is 
piling up. 

Present law restricts our ability to use the U.S. uses 
money (and to a lesser extent the country uses money) i~ the 
following ways. 

1) Virtually all money spent out of U.S. uses funds 
(except for that sold to tourists for dollars) 
must be appropriated by the Congress. Our 
agencies see this money as part of their total 
budget which must be approved, rather than an 
extra resource they might be able to draw on. 

2) As amended in 196L~, P. L. 480 requires that 20% 
of currencies which accrue under Title I agree­
ments must be reserved for appropriation - i.e. 
must go into the U.S. uses fund. Therefore, this 
20% cannot be available for country uses; in 
India and a number of countries, it simply piles 
up beyond our ability to spend it. 

3) Any proposal to grant any foreign currencies, 
or to use any of the principal or interest from 
loan repayments (which go into the U.S. uses fund), 
must be presented to the Senate and House Agric­
ulture Committees, and they are given from 30 to 
60 days to veto any such proposal. 

-2-
• 



4) Concerning country uses funds, no loans can be 
made at a lower rate than the cost of funds to 
the Treasury (now about 4.5%) unless the President 
specifically establishes a different rate. 

S. 2826 seeks to make this situation easier by providing 
a lower interest rate, and grants as well, for use of local 
currencies for agricultural purposes. These grants would be 
exempted from the approp.riations process; from the requirement 
that 20% of currencies be reserved for United States uses; 
and from the requirement that any grants or uses of loan 
repayments be required to come before the Agriculture 
Committees, 

-3-
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PASS TREASURY 

'WHITE HOUSE FOR l MER 

SUBJ: PART I OF THREE INDIAN DEFENSE SPENDING 

REF: CA) DEPTEL 1633; <B) EMBTEL 2271 

1. THIS MESSAGE IS FOLLOl:!UP TO PREVIOUS REPORT ON DEFENSE 
BUDGET CONTAINED REFERENCE CB). 

2. IN PREVIOUS MESSAGE WEARRIVED AT GENERAL CONCLUSION 
THAT NEXT YEAR'S DEFENSE BUDGET, AMOUNT ING TO 3·. 5 PERCENT 
OF GNP, IS A RELATIVELY MODERATE ONE AND DOES NOT REFLECT 

PAGE r~,oRUSBAE 65 / 1 S E C R-r-r-
ANY EXPANSION IN MILITARY EXPENDITURES ABOVE LEVELS ALREADY 
PLANNED BEFORE AUGUST 5p 1965 WHEN CONFLICT BEGAN WITH PAK­
ISTAN. AT RS. 918 CRORE, DEFENSE BUDGET REt1AINS WELL BELOW 
RS. 1,000 CRORE ANNUAL AVERAGE CONTEMPLATED AT TIME OF JUNE 64 
MEMORANDUM OF UNDERSTANDING. FURTHERMORE, INCREASE OVER CURRENT 
YEAR'S BUDGET ENTIRELY ATTRIBUTABLE TO PRICE AND WAGE IN­
CREASES. 

3. BOTH IN REAL TERMS AND AS PERCENTAGE GNP, NEXT YEARS' S 
DEFENSE BUDGET IS AS LOW AS ANY SINCE CHINESE INVASION IN 
1962. AS FOLLOWING TABLE SHOWSp IT rs ABOUT SAME AS 64/65 
BUDGET: 

-sr.g.R·:r;;... 
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n,_1CO~!STANT PRICES ~~t • 

AS PERCF.\JTAGE Or GNP Or 1962/63 <RS.CRl)RES). 

\\
6?,/ 6,~ 2.7 4 74 

I 63/ 6/1 4.2 76? 
• 64 / 65 / 

3.5 710 
6'1 I 66 ,) • 8 73'5 
66/67 3. '5I 710 

. -' () r,) ~ ~ S I -~__~ t\l_P_ R I r:'F: DE Fl_ AT OR F'.ST I"1 ATE D T O I NCR EI~ SE R Y 6 
PERCENTANNUALLYFOR LAST 3 YEARS SHOWN. 

PAGE THREE RUSBAAKE 654/1 -SE~ R ~ T 
4. PURPOSE OF PRESENT MESSAGE IS TO EXTEND ANALYSISTO COVER 
DEFENSE-RELATEDEXPENDITURESNOT INCLUDED IN DEFENSE BUDGET 
AND FOREIGN EXCHANGE EXPENDITURESON DEFENSE. LATTER IS EX­
AMINEDWITH PARTICULAR R~~tRENCETO RS. 682 CRORE FOREIGN 
EXCHANGECEILING OF JUNE 64 MEMORANDUMOF UNDERSTANDING. 

·5. NUMBEROF PROBLEMS ARISE IN MAKINGTHIS ANALYSIS. FOREIGN 
1EXCHANGEEXPENDITUREFOR EXAMPLECAN BE COUNTED ON BASIS OF9 9 

DELIVERIES, OR IT CAN BE COUNTED ON BASIS ACTUAL CASH DIS­
BURSEMENTS.AS INDICATED IN PART III OF THIS-MESSAGE,COMPLETE 
AGREEMENTWASNOT REACHEDAS TO WHICH METHOD l:JAS TO BE USED 
IN COMPUTING POSITIONUNDER CEILING WHICH WAS ESTABLISHED 
IN JUNE 64 MEMORANDUMESPECIALLY. REGARD ING SOVIETBLOC ?UR­
CHiSES. CALCULATIONSIN PART III REFLECT EXTEND TO WHICH THERE 
WAS AGREEMENT BOTH METHODS. AND TO SOME EXTENT INVOLVE 

6. WITH EXPENDITURES,RESPECTTO DEFENSE-RELATED THERE IS 
PROBLEMOF EXACTLY WHERETO DRA\ LINE BETt1EEN MILITARY AND 1 

NON-MILITARY.EVEN WITHIN DEFENSE BUDGET THERE ARE NUMBER OF 
IMPORTANTITEMS WHICH ARE QUESTIONABLE. FOR EXAMPLE, SHOULD 
INVESTMENT IN DEFENSE INDUSTRIES BE COUNTED EVENTHOUGH 
SIGNIFICANT PART OF OUTPUT IS USED FOR CIVIL IAN PURPOSES? 

PAGE FOUH RUSBAE 654/ 1 -5 E C R E T 
,TO WHAT EXTENTSHOULD SUCH ITEMS AS PENSIONS, WELi-ARE BEN­
EFITS, MEDICAL SERVICES, HOUSING FORMARRIED TROOPS, ETC., 
BE COUNTED AS .DEFENSE EX PENDIT URES'? ·"' 
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7. DESPITE THESE PROBLEMS OF DEFINITION, WE BELIEVE GENERAL 
CONCLUSIONS OF PREVIOUS REPORT ARE NOT MATERIALLY AFFECTED 
BY THIS FURTHER ANALYSIS. 

8. THERE ARE THREE MAIN CATEGORIES OF EXPENDITURES WHICH 
ARE RELATED TO DEFENSE BUT WHICH ARE NOT INCLUDED IN DEFENSE 

, BUDGET: BORDER AND STRATEGIC ROADS <RS. 35 CRORE, UP RSo 9 
CR ORE FROM CURRENT YEAR); BORDER POL ICE (RS. 24 CR ORE, SAME 
AS CURRENT YEAR), AND LOP,NS TO DEFENSE INDUSTRIES··<RS. 14 
CR ORE, UP RS •• 13 CR ORE OVER CURRENT YEAR). COMPLETE DETAILS 
ARE PROVIDED IN PART II .OF THIS MESSAGE. EVEN IF THESE EX­
PENDITURES WERE COUNTED IN FULL, TOTAL DEFENSE BUDGET WOULD 
STILL BE ONLY RS. 991 CRORE (3.8 PERCENT OF GNP) AND IN­
CREASE FROM CURRENT YEAR <R~. 52 CRORE) ONLY 5.5 PERCE~~ 

9. ANALYSIS FOREIGN EXCHANGE EXPENDITURES CONFIRMS REPEATED 
ASSURANCES OF' GOI THAT THEY ARE WELL WITHIN 5-YEAR <APRIL 
1964 TO'MARCH 1969) RS. 682 CRORE CEILING OF JUNE 64 MEMO­
RANDUM. THIS APPEARS TO BE THE CASE WHETHER SOVIET BLOC 

PAGE FIVE RUSBAEUUYTRXQ S ~CR E 1 
PURCHASES COUNTED ON DELIVERIES BASIS OR PAYMENTS BASIS. 

• 10. WITH TWO OF THE FIVE YEARS GONE, ESTIMATED ACTUAL PAY­
MENTS TO ALL SUPPLIERS TOTAL ABOUT RS. 210 CRORE. ADDING TO 
THIS FIGURE DELIVERIES OF WESTERN GRANT AID AND DELIVERED 
BUT NOT PAID FOR CREDIT SALES FROM WESTERN SOURCES, WHICH WE 
ESTIMATE AT RS. 50 CRORE, BRINGS TOTAL UNDER CEILING OF JUNE 
64 MEMORANDUM, AS INDIANS INTERPRET CEILING, TO ABOUT RS. 
260 CRORE. IF SOVIET BLOCK PURCHASES COUNTED ON DELIVERIES 
BASIS, FIGURE WOULD BE ABOUT RS. 325 CRORE. 
BOWLES 

NOTE: ADVANCECOPY TO S/S-0 3/13/66 10:02 A.M. 
PASSED WHITE HOUSE 3/13/66 10:05 A.M. 

NOTE: MESSAGEDEIAYEDIN TRANSMISSION 
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of~ I. G • f. LE 'f:Al fJ epct 1 t n1 en t oJ 't ctt e 
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PP RUDTCR RUEHC Ac11cn 

DE RUSBAE 654/2 0701435 I . 0 .1.8 
ZHY SSSSSNEA P R l 11303Z ______ '966 tk\R 1 t PM 6 41 

Info R1 AMEMBASSY)N~W_QELHIJ ··----- _ . --
TORUEHC/ SECSTA'fE ~ASHDC/ PRIORITY2387. 
INFO RUQVKR/ AMEMBASSY KAffA-CHI872 ----
RlDTCR/AMEMBASSY 614LONDON • 
RUQVGM/ 151AMEMBASSY RAWALPINDI 
RUEKDA/ \\TASHDCOSD/ ISA 

l I., RUCJHK/CINCMEAFSA 
Sf ATE GRNC H 
Bf 

MAR11 [s~T I~N TW.OOF TWO1 
PASS TREASURY • 

}I~ . WHITE HOUSE FOR OMER 
ICA 
AID 9.JBJ :(&,RT I OF nmv-- INDIAN DEFENSE SPENDING 

REF: (A) DEPTEL1633; CB) EMBTEL2271TRS' 

11. ALTHOUGH ISG01 WELL WITHIN CEILING AT PRESENT, MASSIVE 
COMMITMENTSFOR SOVIET BLOC· PURCHASES INVOLVINGESTIMATED 
DELIVERIESOF RS. 300 CROREANDPAYMENTSOF PERHAPS RS. 215 CRORE 
OJERPERIOD OF FIVE-YEAR DEFENSE PLANp WILL PUT THEM FAR OVE 
RS. 142 CRORE TO BLOC ORIGINALLY UNDEROF PAYMENTS CONTEMPLATED 
5-YEAR DEFENSE PLAN AND ASSUMED IN JUNE 64 MEMORANDUM.INCREASE 
IN PROCUREMENT BLOC REFLECTS CA) REFUSAL,TO PROVIDE FROM U.S. 
EQUIPMENTTHAT INDIANS NEEDED MOST, AND CB) SUSPENSIONU.S. 
MILITARYAID; CONTINUED TO RS. ADHERENCE 682 CRORE CEILING WILL 
MEANSUBSTANTIALINCREASEIN PROPORTIONSUPPLIED BY BLOC. THIS 
rRAMATICSHIFT TOWARD SOVIET SOURCES OF SUPPLY IS MATTEROF VZRY· 
ffiEAT CONCERN TO US HERE, SINCE FOREIGN EXCHANGE CEILING ORIGINALLY. 
MEANTIN PART TO PREEMPT SOVIETS MIGHT WELL BEGIN TO PREEMPT 
FUTUREU.S. AND WESTERN ASSISTANCE. 

·12. FURTHER EXPENDITURESDETAILS ON FOREIGN EXCHANGE ARE 
PROVIDEDIN PART III OF THIS MESSAGE. ESTIMATES AND CONCLUSIONS 
ON FOREIGN EXCHANGE ARE BASED ON INFORMATION EXPENDITURES 
ffiESENTLYAVAILABLETO US. WE ARE SEEKING ADDITIONAL INFORMATION 
FR01 GOI. IF WE DO OBfA!N INFORMATION ESTUlATES OR CHANGING 

. CONCLUSIONS,WE SHALL PROMPTLY FORWARDIT. BOWLES, ,. 
NOTE: ADVANCE COPY TO S/S-0 3/13/66 10:13 A.M. 

PASSED WHITE HOUSE 3/13/66 10:06 A.M. 
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PASS TREASURY 

WHITE HOUSE FOR KOMER 

, SUBJ:@_RT II OF THR~-- INDIAN DEFENSE SPENDING 

REF: (A) DEPTEL 1633; (B) EMBTEL2271 

l. CAREFUL EXAMINATION OF GO! BUDGET REVEALS THREE TYPES OF 
EXPENDITURESWHICH ARE RELATED TO BUT WHICH ARE NOT INCLUDED 
IN CONVENTIONALDEFENSE BUEGET -- BORDER POLICE, BORDER AND 
STRATEGIC ROADS AND LOANS TO PUBLIC SECTOR ENTERPRISES 

PAGE TWO RUSBAE 655 ~ E C R E 'f­
CONTROLLEDBY MI~ISTRY OF DEFErSE. 

2. EXPENDITURESON BORDER POLICE <BOTH DIRECT AND THROUGH 
GRANTS TO STATES) TOTAL RS.24 CRORES I~ 66/67 BUDGET, WHICH IS 
SAME AS ESTIMATED EXPENDITURES IN CURRENTYEAR. TOTAL INCLUDES 
·RS .7 CRORE TO REIMBURSE CERTAIN STATES FOR BORO&R SECURITY 
EXPENDITURESIN PAST. 

3. OTHER COMPONENTS ARE: RS .12.5 CRORE FOR BORDER 
SECURITY FORCES RECE~TLY TAXEN OVER FROM PUNJAB AND WEST 
BENGAL <FORMERLY FINANCED THROUGH GRANTS TO THESE ST,UES), 
RS,. 3,6 CRORE FOR THE Irmo-TIBETAN BORD£R POLICE FORCE AND 
JUST UNDER RS. l CRORE FOR BO OE CHECX OSTS OJ/,NORTHDW 
FRO'.)TIF.R. 

SECREg;._ 
I• 

I 
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4. PROVISION FOR BORDER ANO STRATEGIC ROADS TOTALS RS.35 
CRORE AS COMPARED ESTI 1ATED EXPENDITURES OF RS.26 CRORE DURING •• 
CURRENTYEAR. INCREASE IS MAI LY foR CONSTRUCTIO STRATEGIC 
ROADS IN RAJASTHANAND GUJARAT CUP FROM RS.5 CRORE TO RS. 
12.5 CRORE). OUTLAYSFOR CONSTRUCTION OF BORDER ROADS IS SLATED ' 

·TO GO UP FROM RS.19 CRORE TO RS 20 CRORE, AND FOR MAINTENANCE 
FROM RS.1.1 CRORE TO RS.2.5 CRORE. 

5. TOTAL DEBT AND EQUITY INVESTMENT IN PUBLIC SECTOR ENTER­
PRISES CONTROLLEDBY MINISTRY OF DEFENSE WILL TOTAL RS.17 

i' CRORE IN 66/67 AS AGAINST ABOUT RS.18 CRORE IN CURRENTYEAR.I 
! ·CTHIS EXCLUDES RS.27 CRORE OF CAPITAL EXPENDITURES ON ARMY 

CLOTHING AND ORDN,ANCE_ FACTORIES WHICH IS PART OF DEFENSE 

PAGE TrREE RUSBAE 655 SE CR Er 
BUDGET.) OF THIS AMOUNT,ONLY RS..3 CR ORE WILL BE IN FORM OF 
SHARE CAPITAL AND THEREFORE INCLUDED IN DEFENSE BUDGET, WHILE 
REMAININGRS.14 CRORE WILL BE IN FORM OF LOANS UNDER FINA{I(:£; 
MINISTRY BUDGET. DURitG CURRENTYEAR, RS.17 CRORE WAS IN FbRM 
OF SHARE CAPITAL UNDER DEFErSE BUDGET AND RS.I CRORE IN FORM 
OF LOANS UNDER FINANCE MINISTRY BUDGET. SHIFT IN FORM OF 
ItVESTME:NT,·THEREFORE,ACCOUNTSFOR APPARENT REDUCTIONRS, 13 I . CRORE IN DEFENSE CAPITAL BUDGET. 

6. MAJOR RECIPIENT OF GOVT INVESTMENT IS HINDUSTANAERO­
NAUTICS LTD .. (RS. J'I.~ ·CRORE).J';PRODUCEROF GNATS, MARK I AND 
CL1 FUTURE) t-lIG JET FIGHTERS. HOWEVER,THIS COMPAMYHAS ALSO 
PRODUCED3 CIVIL TR/\NSPORT AIRCRAFT FOR INDIAN AIRLINES /\ND 
15 MORE ARE ON ORDER. IT ALSO SERVICES AIRCRAFT FOR CIVIL AIRLINES. 
OTHER COMPANIES CONTROLLEDBY DEFENSE MINISTRY ALSO PRODUCE 
V!\RI OUS ITEMS FOR THE CIVIL I AN-MARKET_' I NG FR OM FLUORESCE RA NG NT 
LIGHTS TO EARTHMOVING EQUIPMENT.
7,; .IN ASSESSING SIGNIFICANCE OF ABOVE .ITEMS WHICH ARE NOT IN 
CLUDED IN DEFENSE BUDGET, WE SHOULD ALSO BEAR IN MIND THAT 
DEFE SE BUDGET ITSELF INCLUDES NUMBER OF IMPORT8NT ITEMS WHICH 
CONTRIBUTEONLY MARGINALLY TO MILITARY CAPABILITY OR WHICH HAVE 
SIGNIFICANT CIVIL CONTE-NT.MRS. GANDHI, IN SPEECH MARCH 1 i, 

PAGE FOUR RUSBAE 655 SEC RE 1 
REGRETTINGTHAT INDIAN SHOULD HAVE TO DIVERT ANY OF ITS RE 
SOURCES FROM DEVELOPMEfJT, NOTED THAT GOOD PORTION OF DEFENSE 
BUDGETWENT INTO NON-MILITARY ITEMS SUCH AS "DEVELOPME TAL

I , 

SECRE'i' 
1· 
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EXPENDITURE ON INDUSTRIAL UNITS,ONfiOSPITALS, AND ROADS.AND' 
HOUSES AND MJ.NY-,bTHER ITEMS WHICH ARE NOT IN THE ~AME_ C~S_§__ :AS_
MILITARY HARDWARE." ---_ ..:.-- -

8. SOME OF THESE NON-MILITARY· ITEMS WHICH WE HAVE BEEN ABLE 
·---: r -----. ~.......___ -----· - - -~--- ~--

' 
IDENTIFY IrJCLUDE MEDICAL SERVICES-CRS.27 CRORE), ACCOMODATIONS FOR 
MARRIED TROOPS rns.10 CRORE), PENSIONS <RS.24 CRORE), 
MAINTENANCE OF BUILDINGS (RS. RY CRORE), MISCELLANEOUS 
AMENITIES FOR TROOPS SUCH AS WATER SUPPLY, WELFARE GRANTS, __ 
ETC. KRS.20 CRORE), AND INVESTMENT IN INDUSTRIAL.:_UNITS_(RS._~44"_
'CR ORE). BOWLES ' -

Note: Passed White House 03/12/66, 2:05 a.m. 
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SUBJ: PA~ -- INDIAN DEFENSE SPENDING 

REF: (A) DE PTEL 1633; ( 8) EM BTEL 22 71 
t ' 

1. THE RS. 682 CRORE ($1,428 MILLION) OREIGN 1EXCHANGE 
CEILING OF JU E 64 MEMORANDUM·OF UNDERSTANDING ASSUMED THAT 
RS. 142 CRORE JOULO B APPLIED TOWARD SOV.I T BLOC PURCHASES 
AND THE REMAINING RS;540 CRORE TOWARD PURCHASES FROM ALL 
OTHER SOURCES. IT WAS FURTHER UNDERSTOOD THAT ALL DELIVERIES 

PAGE TWO. RUSBAE 656 S l! C R E T 
FROM WESTERN SOURCES, INCLUDING GRANT AID AND CREDIT SALES, 
WOULD BE COUNTED IN FULL AGAINST THE TOT AL REGARDLESS OF WHEN 
ACTUAL PAYMENTS MIGHT BE MADE. 

2.-THERE WAS ALSO CONSIDERABLE CONFUSION ABOUT METHOD OF 
COUNTING SOVIET BLOC PURCHASES UNDER CEILING. OUR RECORDS 
SHOW THAT WHILE U.So SIDE INTENDED O COUNT SOVIET CREDITS 
ON SA1E BASIS AS W STERN CREOITS <I.E., ON.DELEVERIES 
BASIS) 0 THIS WAS NEVER CONFIRMED BY THE INDIANS. IN FACT, 
IN A CONVERSATION WITH GENERAL KELLY AND •R. SOLBERT ON NOV 6, 
1964 9 INDIAN O F!CIALS DENIED THAT VALUE OF SOVIET ITEMS DE~. 

LIVERED BUT NOT PA D FOR 1:JOULD BE COUNTED AGAINST CEILING • 
SINCE RSo 142 CRO E F' GURE FOR SOVI T BLOC PURCHASES WAS 

•• EXTRACTED FROM IND IAN DEFENSE PLAN WHERE IT WAS CLEARLY INTENDED 
TO REPRESENT PAY EN S9 THERE IS A S RO G PRESU PTION IN· FAVOR 
OF INDIAN INTERPRE ATION. 

AME"MBAS"SY NHJ ~,-
TO RUEHC/S"'CSTA1 tASHD'C PRIORITY~ 
INFO RUQVKR/ AMEMBASSY KARA CH 874 
RUDTCR/AMEMBASSY LONDON 616 
RUQVGM/ AMBOFF CE RAWALPINDI 153 
RUEKDA/ OSD/JSA 
RUCJHK/CINCMEAFSA 
·STATE GRNC 
BT 

-S E C R E T MARCH 

PASS TREASURY -

WHITE HO~~ 
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3. GOOD ESTIMATE OF DIRECT GOI PAYlEN S FOR PURCHAS S AB CAD 
(INCLUDING SOVIET BOC PU CHASES) iS AVAILABLE ROM TABLE 
PUBLISHED IN LAST YEAR•s BUDGET DOCUMENTS (DISCONTINUED THIS 
YEAR). TABLE SHOWS GO MAD ESTIMATED E PEN !TURES O RS. 95 
CRORE ON FOREIGN PURCHASES FROM ALL SOURCES IN 64/65 AND BUDGETED 
FOR RS. 117 CRORE IN 65/66. 

PAGE THREE RUSBAE 656 --S-!'. C R !: 'r--
4. TOTAL FOREIGN EXCHAN E EXPENDITURES DURING FIRS TWO 
YEARS OF' 5-YEAR DEFENSE PLAN ARE T HER ORE ASSU ED O HAVE 
BEEN ABOUT RS. 2 0 CRORE ($440 MIL ION). ADDING O TH S FIGURE 
RS. 36 CRORE ($75 MILL ION) OF CON IRMED U. Soo 1AP AND MAS 
DELIVERIES AND AN ESTIMATED RS. i4 CRORE ($30 MILLION) 
DELIVERED BUT NOT PAID FOR FROM OT R WESTERN SOURCES9 GIVES 
TOTAL UNDER FOREIGN EXCHANGE CEIL NG <AS·IND ANS NTERPET 
CE IL ING) OF ABOUT RSM 260 CR ORE ($5 5 M L ON) IN FIRST 
TWO YE AR S OF D S PL N.. • • 

5 .. PAYMENTS TO SOV ET BLOC WERE RUNNING AT ABOUT RS. 25 CR ORE 
PER ANNUM PRIOR TO 1964 .. tvE ESTIMATE THA SUCHPAYMENTS CONTINUED 
AT ABOUT SA E LEV L IN FIRS YEA O DEFENSE PLAN AND THEN • 
INCREASED TO PERHAPS RSo 40 CRORE IN SECO D Y AR. ACCORDIN.G 
TO INTELLIGENCE ESTI•ATES, DELIVERIES O SOVIET BLOC EQUIPMENT 
WILL PROBABLY A OUN TO ABOUT RS: 3, ·CRORE IN FIRST YEAR OF 
5-YEAR DEFENSE PLAN9 0 OVER RS. 100 CRORE IN EACH OF NEXT 
TWO YEARS, RX. 30 CROR N FOURTH YEAR, AND RS. 25 CRORE 
IN FIFTH. / 

6. THESE DELIVERIES ARE PROJEC ED ON BASIS O PRESENT 
COMMITMENTS ONLY AND DO NO R PEAT NOT TA E ACCOUNT OF POSSIBLE 
FUTURE CO MITMENTS. ASSUMING AVERAGE 8-YEAR CREDIT ERMS 
0 PROJEC ED DELIV•RI S, WE ESTIMATE THAT PAY N TO SOVIET 

" ....OC WILL AVERAGE RSa 5 CRORE ($105 MILLION) PER A NUM DURING 
L ST THREE YEARS OF DE NSE p· AN. 

SECRET 
i 
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PAGE FOUR RUSBAE 65 6 -S I!: C R---g T 
7. SUBTRACTING ES IMATED PA ENTS -o sov~er BLOC FROM BUDGET 
FIGURES MENTIO ED PARA 3 0 LAVES FOR IG E CHANGE DISBURSEM NTS 
TO W STERN SOURC S O ABO So 7 CRO E IN 64/ 65 A RS .. 77 
CROR IN 65/6 o P OJEC NG IGU E OF RSo CRORE FOR PAY ENTS ..• 
TO { STERN SOU CES U I G L S THR E YE S O PLAN WOULD BR ING 
TOTAL PAYMENTS O LL R AS, EXCLUSIVE O WESTERN GRAN AID AND 
,CREDIT SALES 9 TO 10- AL O OUT RS. 600 CRORE ($1,260 MILLION) 
BY END OF DEFENSE PLAN, THIS HOULD LEAVE SCOPE·F'OR ABOUT RS. 80 

• CR ORE C $1 70 MILL ION) 0 WES ERN 'GRAN A ID AND CREDIT SALES • 
WITHIN CEILING, I CLUDING RS .. 50 CRORE C 1 5 MILLION) WHICH WE 
ESTIMATE AS ALREADY DEL VERD. 

8. T FOREGOING ASSU ES HAT D LIVERIES OF WES~ .RN ·ASSIS ANCE 
CONTRACT D BEFORE SAR OF IVEY AR DEFENSE AN WERE TO BE 
COUNTED AGAINST CEIL Go THIS SEEMS TO HAVE BEEN THE INTENTION 
THOUGH WE' ARE NOT CERT.A IN OF THIS POINT. IF' WE ARE .MIS AK N, 
THEN SCOPE FOR ADDI ONAL WESTERN ASSISTANCE ABOVE9 SAY 
$150 ILLION INS E D O 5 MILL 'ON. IN ANY· CAS WHETHER SCOPE 
FOR OUR MILITARY AID IS GREATER O NOT?. OBJEC IVE OF' . 
CEILING TO LIMIT D VERSION OF INDIAN RESOURCES FROM 
DEVELOPMENT TO DEFENS HAS BEEN PRESERVED. 

PAGE FIVE RUSBAE 65 ,S E C R E-r-
9 .. IT IS CLEAR9 NEVER HELESS9 THAT SCOPE FOR U.S. MILITARY 
ASSISTANCE WITHIN FOR IGN EXCHANG CE"ILING OF JUNE 64 EMO-
RANDUM. OF UNDERSTANDING S RAPIDLY BEING PREEMPTED BY SOVIET 
BLOC. UNLESS US IS PREPARED TO PROVIDE TYPE· OF EQUIPMENT GO! 
\:JANTS, THEY WILL 
CONTINUE SEEK IT FR01 SOVIETS AND U.S. PROPORT10NOF MILITARY 
E UIP1ENT PROVIDED TO GOI WILL CO INUE DECLINE. 
BOWLES 
Bf 

.' 

NOTE:. COPY PASSED WHITE HOUSE 3/11/66 Q:32 p.m • 
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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON, D.C. 20523 

arc l • 1 66 

DEa.ASSIFIEDr. John P. 
Lir ctor. US to In a E.O.W56, Sec.3.4' 
c / A ·,1erican •·1 b • y NJJ ,9'!_-/8~

By '<@ ~ NARA, Date f-t}s-:,S-e De' i. India 

ear John: 

'e un er tand t at A bass a or 
1 rs. Gandhi an r. e ta recommen 
th line on econo 1 • s i I and 
o d ra ajan. tha refer to 
last year' .. le g te t olved to do 
better eco ic . 
out • s ral recent or 
yo ul ro 

e e no t v 
e only if I a is assured o tial conso 

As you know. e ave u te t· of line 
one best calcul. te to onvi ce t at In 
a Goo investment. e als c bilit of an 
early summer eal; Inoian Go • t c e • y 

e 

co iderin 1 this adv e. t 
ca ve no a uran is • 

s ould not ex_ e ro 
of 

e t 
it 

o : that t ere ar. al., JOlitical iG"UC", but 

If you 
you to take th • r. r ontacts~ 
so that all of the si ,na ill be the 
summer, t. e likelihood of a fruitfu . .;:i. - I cono .. c io. st i 

3 

' d clas"" • i 



Mr. John P. Lewis - 2 -

,.vill be reatly enhanced if 1 rs. Gandhi indicates t at er )overnment 
inte.11ds to move alon•Y the su ested lines . 

..,incerely yours, 

alter . Farr. Jr. 
e uty A sistant A ministrato 

ureau for ear ast and Sout Asia 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

March 10, 1966 

MEMORANDUM FOR BOB KOMER: 

Ambassador Chester Bowles sent the President his 

views on the forthcoming visit of Mrs. Gandhi. 

I thought perhaps you would like to read them. 

Jack Valenti 



This dY\ument onsists of ..lJ.. ge • 
opy of _!L. copies. eries 

\ 
✓----~ 

New Delhi, lndia, 
arch <d, 19 66. 

D ar i! Ir. President: 

tam writing to you personally because l conv1nced that your 
meeting with Mrs. Gandhi rney be decisive in determining the future 
relations hip between our two nations and in shaping the course of 
events in Asia 1n the years. to come. 

1 say this because t believe that the only alternative to the com it-
e.nt of ever increasing u. S. military fcrces to bolster our present 

uncertain political position in thla area ls the development of o consensus 
amono the non.-Communist Atlan nations which could evolve into a 
poUticol, econcxnic and military counterweight to hina. lnce over 
half of all n00 ommun!st Asians live 1n democratic India, this vast 
ond often frustrating nation ls of decisive unpcrtance. Indeed, without 
an conomlcally viable and politically stable 1ndia a stable Aata is 
a flat impossibility. 

tn the 18 years since independence India has made considerable 
progress and U. s. aasista.nce ~s been crucial to thla progress. 
Food production is up mere than 50% (significantly ore than the popu -
latlon inaeuw, industrial production has increased by over 150% with 
electric power \.\P from l. 5 million kilowatts to 7 million kilowatts and 
the railways now largely modernized. tndten education aoohealth 
services have been expanded and improved. 

oat important of all, Indian democracy haa 9r<JWn deep roots. hen 
an 1nd1ancitizen decides that the Government la doing a bad Job, he 
does not Join 1n plotting a coup: he writes to the newspapers, awitches 
to ,another political patty, and speak.ahis mind in whatever public 
forum may be near-eat at ham ... 

The President, 
The hite House. 

i&CRET 
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Yet , s. Gandhi comae to Washington on her first official viliit 
as Prune 1n1ster at a tL-ne .of economic crisis. tndie is now coping 
with the results of the worst drought in 65 yeera and India's industry 
is operating at only 50 of capacity. Under normal circumstances 
the consequent political pressures on a. Gandhi's new government 
would be worrison1e. 1th the national and state elections only ten 
months away 'they are explosive. 

foctQQ ontr1butinato a successful Meeting 

Four factors should contribute slgnificently to the $uccesa of your 
meetlno with rs. Gandhi: 

(l) You share the experience of being the elected leaders of the 
world's ,two largest demo:raciea with a deep common canmttment to 
increase the dignity and opportunity of the individual citicen; 

(2) You aha-e a desire to see India emerge ■,elf-sufficient in food 
and finance at the eerlieat possible moment; 

(3) You share a concern about the 9ap between Indian developmental 
plans and Indian developmental performance; and 

(4) You share the conviction that ommuniat Chlna PQSea a grave 
and continuing threat to peace and prooress throughout s ta. 

Mn. Gandhi ls the newly chos•n leader of a genuinely democretio 
ru,tion. In a period of shock and uncertainty, similar to that in which 
you were called upon to asaume the Presidency,. she was selected in 
a manner which offered 1mpreaatve testimony to the strength of India's 
democratic 1natttuttons. 

Because 1:ra. Gandhi in India must deel aa you do 1n America With 
a free pres a, a democratically elected Parliament and a vociferous 
oppos1Uon, ahe will api:rect.ate the Political ~••ure• wlth w)ch. you 
mu1t contend. Moreover, aince ati. l• still rather uncertainly adJusting 
herself to the reaponsibillties of hw new role, Mr1. Gendhi will be 
hopeful thot your own unmatched pol1t1cal experience will enable you 
to understand the massive political p-easures with which she must 
contend. 
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You Wlll f-lnd her et least a.s anxious as we are to see lndie stond 
on its own feet. Eoonomi assistance toe proud and sen5itive new 
nation such as India is as difficult to receive as 1t is for us to give. 

You will also find rs. Gandhi and her colleagues determined 
"to bridge, the gap between intention and action," u sh put it in her 

i.:publi oy address to the nation. ore recently 1n the Lower House 
she edded "Those natiOns which have achieved the ost notable progress 
are those which have Iald the greatest stress on efficiency. •t 

This new determination to clear away the bureaucr,at1c barriers ls 
now being reflected in a numb.er of ways, including a vigCl"Ous new 
approach to agricultural production and to family plannin . 

In r99arti to h1na you will find a. Gandhi acutely aware of both 
its Wtary and its political challenge. ince the hinese attack on 
India in 1962 lndla has developed a hiqhly trained and 1ncrea1in9ly well 
ecv,Upped Army. lt is the fourth largest ln the world; its morale is 
.exceedingly high; and both office.rs and en freely express their eagerness 
tc prove their abilities 49ainst the hinese. 

However, rs. Gandhi also sees the hinese threat in broad political­
eeonontic terms. She deeply believes that the success or failure of India's 
expertment 1n democratic national development will detennlne in large 

euure whether China ultitnately succeeds its ambition to overrun sia. 

"Our t,rouble with hina .. she said recently in the pper House, 
is not only in relation to the border. It is alao a question of ideology 

and our a,pproach. China does not want India's policies to succeed or 
her influence to grow. " 

The fact that the lndian defenae budget for the five year period fro 1 

1963 to 1968 will be at least ten percent be.low the f.igure that they proj c 
for this riod 1n y 196-4 reflects a genuine desire not to sacrifice 
develop ent for defense. 

Ymllltions9f ~ rs, Gandhi'• frtedQ!P of 1 ct1on 

Vlhlle these factors provide a solid base for your talK.s with ~ra. Gandhi, 
there ar,e certain political limitations on 1\ s. Gand 1' s freedom of Uon 
which it is essentiel to bear in ind. 

https://office.rs


First, in regard to Pakistan. Although Mrs. Gandhi ls deeply 
committed to the ta•hkent Agreement and to improving relations wttb 
l'aki&ten, she cannot undertake n.egotiations which mtght lead to 
tum!ng the Xashinlr Valley over to Pokiatan. It would be dangerous for 
any Indian Government to discuss major concessions on this subject 
in a normal year: 1n this election year 1t would amount to PQlitical 
suicide. 

However ten months from now whon the election ls behind her I 
believe that Mrs. Gat1dhi will take poslUve steps to improve India's 
relations with the ,K.uhmitis themselves. One poaus1bll1ty is a kind 
of semi autonomy for the Kashmir Valley similar to that of Puerto Rico. 

In re9Wd to U. s. assistance, while Mrs. Gandhi appreciates, au, 
desire to assure that U.S. 4ld 1• bemc, used wisely, she will find it 
difficult to accept cond1t10NI which appear to be forced on her by us. 
Therefore, I belleve she will take the initiative in her discussions 
with you by stating that India is ready to take a series of important 
stepa to improve its econorrc performance. 

By notinc;i these statements of intention and relating our own assistance 
to them we could avoid any appear•nc of 11 applying pr-es sure" and at 
the seme time secure the ass urancea wh,lc:hwe require in regard to Indian 
performance. 

Even if Mrs. Gandhi could be pressed to eccept explicit conditions 
In writing I do not believe it would be tn our interest to ln1poae them. 
The formidable nationelletic element ln Parliament which was aroused 
by the conflict with Pakistan is already b<,1ng goaded by the CammWliata 
and the Krishna Menon left. Formal conditicns on U. s. assistance 
(which would surely leek to the press) would provtde them with precisely 
the ammunition which they need to destroy the mod•ate, west.-n-tncllned 
leaders of. the ongr,ess Party on which the future of democratic India 
depends. 

t mlght edd parentbeUcally that there 1• no doubt in my mind th.at 
India 18 well into a period 0f healthy economic ttanaitiCll'l which is similar 
in aome ways to our own economic tnmattton betw$91l 1928 and 1945. 1n 
recent mQntha old eccnomtc concepta and alogana have been gradually 
making way f,x a much broader understanding of the development.o.1 Jll'CX:ess. 
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Yet a nc.Uon cannot be expected suddenly to change its economic 
ideology as lt would change a suit of clothes. nee e aet of economic 
concepts has becorr e established as part of the common wisdom, lt 
beco es over laden With fears, folklore and persistent dog a and sealed 
off by political slog ana. 

Thus in 1932, threo years after the a>ck arket crash that ushered 
in the Great Depression, FD , with all his brilliant insights, was 
still colling for a balanced fedora! budget and o reduction in govemm ent 
salaries; 1n 19 7 with eight illion able-bOdied en looking for non­
existent jobs h attempted to balance the budget. Indeed it took orld 

ar n to blast ost orlcans out of tha c fortahle economic assumptions 
of their forefathers. 

Just so it will be wishful thin ng fer us to expect lndie, regardless 
of her cun-ent awe a e p-oblems, suddenly to abandon the dogma that 
'las shaped her economic dielogu s.ince· the days of Harold laski. The 
best we can hope for 1s as i·es of pragmau decisions on specif1 
questions ta en reluctantly and piecemeal behind a eontinulng arroy of 
political cUches desig ed. to reassure those who have not yet c ught 
u with the realities. ,.. 

If India 1n fact continues to give agriculture, education and population 
control top pri<rtt ·, to ve away from controls as ropidly as its foreign 
t:xc ng0 position will it, and to put out the weleome • at for foreign 
inves ent, then we should not be concerned 1f the political slogans take 
& Uttle more ti e to catch up. 

These limitations on · rs. Gandhi's freedan of ct1on are especially 
bind1ng right now when she is Just beginning to consolidate hor own 
political strength and when s e faces ~ national election 1n less than a 
year. 

vertheless her general economic perspective although still fuzzy 
in sorue respects ap_pearsto be 1ncreae1ngly prag atic. 'Theo 1ective 
of our country" sh said y sterrlay on the flocr of arl1 1ent, •• is very 
clear, whether it is called socialism or anything el.so. That obj tive 
is to aintain uni and stability and to provide the opl with equal 
opportunities to •improve their stal"kierdsof living ancl to ensure equal 

11distribution of opportunities and national wealth. 

In. regard to foreign affair , . Gandhi at this time cannot publicly 
take sides on those international issues such as Viet-N , which involves 

dir-ect conflict between ertcan and Soviet interests. This is due less 



to India• & fears of driving the Soviets and the Chinese back together 
than to tho hard fact that the ov1ets have become by l odds the 
major supplier of equipment for the Indian my, Navy and Air Fare 

Following our rejection two years ago, of India's urgent request 
f,01' supersonic planes,. tanks an other modem equ1 ent (we had 
hoped that we could thus avoid offending akistan) the Soviets oved 
in here with a massive c .... ,.,..- ..."'ent of ilitar , assistan ·e. tn view of 
the current uncertainties about U.. • assist.once, this has given the 
US considerable influence on certain political questions, even when 
Indian sympathies are on our side. (Not : the oviets have contracted 
for $54 million of military equipment aIYi delivered 158 million; we 
have delivered 7 4. 8 mill1on .. ) 

oreover • rs. Gandhi• s • pproech to Southeast ta will be sign1f1-
cantl y conditioned by lnd!a's chain~ anshi of the tC . though India's 
leaders confess that they wish they had never assumed this responsibility 
1n the first pla.ce they point out that the l 1s the •ooly international 
. resence left in this area. 

lf the Indian hatrman were to take a pr~--u. S. position the result, 
a-s they see it, would be the pro pt banning Qf the Com1 iasion from 

orth Viat- am, the withdrawal of the Polish men bar and the liquidation 
of a re1toble cornmuni otlons line to Hanoi which may be critically need 
when and if our adversaries to the north become more amenable to 
negotiations. 

•(hotwecan Expect 4:PmMu, GAQdbi 

Despite these limitations we can expect a great deel from . s. Gandhi. 
Let me outline so of th things which I believe she will be willing to 
s.ay and do • 

. ak1stan 

11rs. Gandhi de ply and genuinely desires friendly relations 1th 
akistan, and I beli ve that she is loo tng for ways to go beyond ti 

Tashkent aclaration. Towards this end we should encourage her to 
cultivate her personal relationship with yub with whom she 1s already 
on good terms-. meeting between her and yub at an early date would 
be h ghly desirable. 



In tlle meantime •he will be lorthcorntng on such tssuee aa 
promoting trade between the two countries. freeino the movement 
of peoples. reestabli$lhing comx wueation lines, demarcating disputed 
borders and exch&noing enclavre•. Mrs. Qlndhi might al•o be responsive 
to a proposal to crea,te some joint development ventures, auch as the 
8hram'putra River developnent, which would be a 1ni8tered by a bi• 
national board. 

Mrs. Gandhi wlll undetttand that we expect India, as a major 
world power, to take every reasonable tnitia.tive to foater better relations 
with her weaker neighbor. 

n.;. Gandhi will publicly reaffirm India's detenn1nation ·to defend 
itself ogainst Chine and privately Mra. Gandhi w1U emphasize lndJa'• 
intention to assist ita Wmalayen neighbors (Nepal, Sikkim, and.B~. 
India ls also concerned about Burmaand should be encout~ed to explore 
what assistaniJe 1t could provide 1n cooperation with the U.S. if the 
Burmeae shOUld seek help against a Chine•e threat. 

tn addition, tndla mlght welcane JOint military studies. with the 
Un1te<i States of the hln&se threat to the, 1ubcontinent and of how it 
can be met moat effectively. ln the cour,e of such studies it may be 
possible to explore the role Indte could play in regord to Tibet and else­
WhEln 1f Chine should att ck the U. S. farces 1n Southeast • sla. 

lbdia ls, of c:ourae, concerned about ChJ.na's ,growing nuclear 
capability and is arud.ous ,fa an eff~ve non-proliferation agreement 
guaranteed by both the U. s. and the U. s. s. R. .., 

Y&~:liom 

Although Mrs. Gendh1 wlll recavnize thet Chlna ts a maJcr fact« _in 
the conflict in, Southeast Asia, ahe may be inhibited frOill tak.1ng • more 
forthcoming poettlQ\ by the new Soviet mUttary relationship and by her 
desire to play a role 1n getting negotiationa uooerwa.y. 

Neverth9leu, YoUwW find Mre. Gandhi eager to c,pen evenuea for 
ncgotietion and •Uling to brino eont1nu1ng .pnaaure to bear on the 
SoVieta in this re~ 
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though rs. Gandhi appraciated her frank d1acusslon reqanii.ng 
Southeaat Asia with the Vice President, you will find her anxious to 
be assured that whatever may be said on tht.s subject is strictly private. 
Becauae the 'Indiana are so fearful of leaks you will find s. Gandhi 
,. oro forthcoming with you in a face to face discussion than in a large 

eeting. 

Before you meet w!th , rs. Gandhi full briefings by a top member of 
General '\: estm0!'$usnd1 -s staff on th n ilitary situation 1n Vlet-Nam will 
have been held here ln ew Delhi at lndia.1 1 request. I am hopeful that 
such briefings one regular bas1s ay later be broadened to ovs 
developments throughout ·ootheast ,Asia (e.. g. Northeast Trutiland, Laos, 
etc.) which .bear on the Chin threat. 

Finally, you will fin that ra. Gandhi is aware, although not yet 
adequately so, of India's respons-1billties as a leader of the free nations 
Of i\a la. T ere ts a growing interest in creeUng closer t1 a wtth Japan 
which we recently explored with the help of l'V4!~ssador Reiachauer 
whO!. t lnvitod to New Delhi fcx-thla purpose. Indeed, moderately bJ.c:,h 
level lndo-Japaneae d1acusa1ons towatd this end are now taking plnce 
ln New Delhi. 

tnd1,1'sEconqmk; §1t.uat1QA 

rs. Gandhi will want to give you a frank and specific rundown on 
the present state Of th tndian ecancmy, including such key problems 
as foc,d In)duction and population control. 

1n regard to food she will bring you up to date on the current criats 
o.ndspell out the st~ps which have been taken 1n the last few months 
to , eet the long--term challenge. he wUl recognae the cchievement of 
sel.f•suff.tcienc y in food a& aj or pol1t1eal imperative. 

n population control very 1.mrreasive strides are now being made 
and I • sure rs. Gandhi will want to detail these for you. She and 
her sentor coll gue, are profoun ly aw re thet population control is en 
essential ingredient of rapid economic development. The impressive 
record of the new Indian family plaMing P109ra 11 s beginning to reflect 
this awareness. 

The fae1gn exchange and indu•trilll situation are sobertng, as 
rs. Gandhi stated in hor recent letter to you. She will want to review 

this slb.J,aUon with yru pointing out the shortfalls and their genesis and 
desorib!ng what India .is doing to eet ~m.. 

https://lndia.11
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rs. Gandhi wUl express her gratitude for PL 480 food assistonce 
.and for the recent 1 O million com 1 odity loan. though she will 
0arefully avoid pressure l expect she will make it clear that substantial 
addition& assistance 1s needed to get her idle plants operating and 

er developi--nent progr oving gain. 

frank discussion of where tndion development stands toclay, 
while useful, wUl be a ~elude to the broader and ore im ortant questions 
of where India would like to go, how it intends to get there, and what 
it needs to reach this goal. The conflict with Pakistan, the food crisis, 
the severe foreign exchange shortage, and our , aratorium on new oid 
cot1 itments have broug t lndia to a decisive stage ln its approach to 
econo ic developtnent. 

onsequently, rs. Gandhl Will be an."<iouato discuss with you 
the basic decisions, which confront the Indian Government regarding- the 
Fourth Five Year lan. ohe and bES"colleagues will be t linktn in te ,s 
of a con erted eff<rt to ke Ind1a self-sufficie t of all foreign asaistanc 
in ten yeers. 

uch an effat would involve so1 e significant departures 1n Indian 
economic policy along thr.;. l ne being discussed with the• orld -Bank, 
i. . 1 POrt 11:beraU.zaUon, courag ent to forei n private investment, 
etc. 

This II Uberalized .. policy would require a substantial and sust ined 
U. • - orld Sank - onsortiwn com ..1tment to prOVide the f<X"eig exchange 
needed to get India through 1ts 0 growing pains" whic at t ill be 
severe for the n xt few yoors. 

'thus , l think • s. Gandhi will want to discuss with you how India' e 
urgent need for an assurance of adequate U. • support over a number of 
years can be reconciled with our desire to assure ourselve6 that the 
Indian economic performance is worth of our ontlnued assistance. 
Obviously, this question involves political as well as e onomi considera­
tions 1n both nations. 

I a.-nconvinced that the success of d mocratic India's asstve 
development effort will depend in large ea.sure on how and to w at 
extent e decide to au Port the Fourth lan. 1n tum the success of 
India's economy wUl certainly determine lndio's political stability and 
long-term capacity to contribute to the ,containment of hina and the 
build1ng of. a free non- ommunist ia. 



C though a more libere.luod economic a proach now has strong 
support within the tndian Government and the Congress arty, an 
adequat U.S. commitment ll be required to make 1t polltically 
defensible and economically feasible. 

The political obstacles in India as well as in the United otate 
are both complex and formidable. For instance, within the Gandhian 
heritage there 1s a trong current of self ~enial which during the 
freedom struggle ago.inst the Brttish l to campaigns s1 ilar to the 
non- 1.1pcrtation , ov _ ents of our own }Te . evoluUonary d4ys. 

In addition, there are the new nationalists , who e crgod from 
the conflict with P ls.tan with lowing pri e in India's potential 
strength end the convictton that fa-eign assistance, and particularly 
western assistance .cannot be depend upon. 

Then there are the leftists of tho Krishna enon school who would 
cheerfully see 'tndia'e econ , ic pr'O(Jross $lowed to a walk 1f U. "'· 
influence could e destroyed in th process. Fina ly there are th 

ommunist groups of both right and left, organizing, propagandizing 
and goeding, each of them believing that .it can benefit most from 
Indian economic failur 1 fra, th political and socie.l chaos that 
would result. 

1rs. Gandhi and the oderate aJortty of the Congress arty cl~y 
understam that without substantiol aid fr the United tates th 
Indian econany will grind to a halt and lndl •a political stability will 
be und ined. N vertheles.s, as a practical atter, sh ,. 1ust deal with 
the fonnida.ble political forces h1 h t have describoo in puslung through 
tho dynamic program whic is now so urgently needed. 

Thus, rs. Gandhi will err.ive in a.shington at a 01 ent of crucial 
chotce about the future course of tndla' a economic d political develop­
ment and her pclicy decisions following her return to New elhi will be 
profoundly influ need y her visit. This is particulerl so sin e the 
type, level and duration of assistance that we are ready to provide., and 
th basis on which we will provide it, will dete inc to a decisive 
degre rs. Gandhi's political bility- to pursue t. e ol , liberalizing 

rograms toward which 10 is inclined. 

thou¢l t am normally skeptical of t ose who refe.r to any giv n 
r: ornent in histcry as "~ d 1sive year, 1 deeply believ , that or all•J 

theso r a ons, India now stands at an economic and politi al croasroads. 
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Before th end of this summer vents in In ia will begin relenUessly 
to move this vast c owitry in on of two directions; (l) fQJWWdtow-ards. 
a bold liberalization of the econom basacl on a new confidence 1n the 
,ark t echanism or (2) backw@Ninto a com and econ y wlth lncreased 

controls and rapidly growing anta onis towards fora gn ca ital and the 
11 foreign interference" that it is said to go with it. 

or over, on e sue a ovement gets clearly ul'Xierway in either 
direction, it will rapldly start to feed on itself as the ultiplier factors 
go into action. 1f the mov ent is in a posttiv direction, one d control 
wlll lead to another ond confidence, in one area will rapidly breed confidenc 
f.n others. 

But if the- movs ent 1 negatively ortented, one restriC,c'"tionwill l ad 
to other restrictions, political antagonis on matters important to us 
will make it even more difficult for ua to e helpful , the Krishna enon 

roup will emerge from its pres nt obscurity into a position of 1ncr sing 
influence, wbile the competent and well-flnanced aviat bassy will 
work skillfully to further the disruptive process . 

1' y recommendations for specific U. .. actions regarding tho visit 
ill, of cours , be sent throug the usual channels. Fowever, 1 ve 

spelled out these nore personal factcx-s for you because I am convinead 
that your conversations with rs. Gandhi will be decisive in regard to 
lndto and la and 1 thought you might ftnd these observations u efu1. 

ay t add that the poUcios w have followed for the ast ten months 
have been 1nost effect1ve in clarifying th tbinki of most Indian leaders. 
Consequently t believe that the stage may now b set for a breakthrough 
in lndia which COUidcreate the basis fcx- a much <re effective poUti 1-
economic-r 111tary counterweight to hina and for a a or lean foreign 
policy success. 

I plan to an1vo in W sh1nqton on 1arch 23 and 1 shall be availabl 
if 1 can ,be helpful in any way. 

1th my warm personal regards, 

in ly, 

hester Bowl s 
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S:ECftE'f • JSYES OWLY March 10, 1966 

Dear Chet: 

.Am responding immediately to yours of 3 March, because you'll be 
returning shortly. 

I 11y answer to the points you make is a hearty amen. By all odds, the 
real key to a successful meeting of minds between Indira and the Pres­
ident is for her to take a strong affirmative position -- describing in 
effect how she intends to make India hum and how India is determined 
to play an increasing role in the containment of China. On this latter 
point, few could deny that India's larger role ln containing China over 
the mld and longer term is of greater ultimate significance than any 
symbolic presence in <"outh Vietnam. ~• and it is a big but, let no 
one forget that we are fighting a war, and that in wal'time our Congress 
and electorate are far more influenced by what countries are doing for us 
today than what such countriea can do tomorrow. As a poUtician. Indira 
n,ust show comprehension for the Preeldent 1 11 PQlitical problems too. 

I am sure that the President would be delighted il Indira took the initi· tive, 
and gave him a clear sense of her purpo••· Do not hesitate to say, as 
I am sure the President would wish, that tho1e close to him in the White 
Houae see him as eager for the most candid and sti"aightforwaTd private 
discussion among friend.a. You might say also that, a.a a practical man 
who knows the difference between campal n promises and genuine com­
mitments and as one who is himself wrestling with :running a major 
country, he h most impressed with those who talk ln terms of concrete 
programs, not just visionary goals. 

One note of warning. I hope the Indians do not count on us following up 
thh meeting by immediately turning the aid tap lull on again. Indeed, 
I would not envisage aid specifics being discussed much more than they 
were when Ayub was here. If Indira ca.n convince the Pt"etident that. she 
is really going to take India somewhere, this may be the critically im­
portant ingredient ln convlncing him that India ls worth a big investment. 
But let's not allow the Indiana to expect that the)• will come home from 
this visit with X million tons of wheat in their pockets or full-scale 
''unf'reezing of U. S. aid. To do so la to invite likely disappointment,11 

because I at least see the President as continuing to match response 
to performance, in the case of India as well as Pakistan. 

.SECRET • EYES ONl.Y (page 1 of 2 pages) 
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Finally, I devoutly b.ope that you can get across to ,'r•. Gandhi that 
mutuality b the key to a aound ,:elationsblp between two great aell-
reapectlng poweTe. e '11 lnveat in India lf we believe in it,, but lnclia 
r:nu tin t,..rn show some greater sense of unde:r,tandtng of U. . lntereats 
and concerns. 'e don't want to ••e India in a mendican·t relationship 
any more than lndla.na do. an the beat way to avol this h tor the lndians 
themselve• to tell us wbat common purpoae• would be served by U. '". aid. 

Look forward with plea•ure ·to aeeing you quite soon. 

All the l,eat, 

R. '' Kor ,er 

'rhe Honorable Chester Bowle• 
American }\mbasaador 
New Delhi 

(page 2 of 2. page ) 
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EMBASSY 

OF THE 

UNITED STATES OF AMERICA 

SEG~E'I. New Delhi, India, 
March 3, 1966. 

Dear Bob: 

I have been working steadily along the line of your letter 
of January 4 to John Lewis, as you could see from the two very 
private memoranda I prepared to further Mrs. Gandhi's education. 
Subramaniam tells me that she has read the memoranda carefully 
and that they have helped to give her a larger measure of under­
standing of our point of view as well as a guide for the future. 
If this is in fact true, it is encouraging. 

I think we all view the approaching visit of Mrs. Gandhi 
with the President with uncertainty. Mrs. Gandhi right now is 
in an uneasy mood, keenly aware of her unsophistication on 
economic matters and with an eye cocked toward the rapidly 
fluctuating political forces and her still fragile political position 
within the Congress Party. 

J 

If in this mood she sits back and waits for us to take the 
initiative the President will naturally ask her to do some things 
which may cause her to take fright, not because the requests 
are unreasonable but because they are coming from us and there-
fore expose her to the charge that "she is bowing to U.S. pressure." 
In this situation she may reply negatively, and the fat will be in 
the fire. 

The best answer is for her to take an affirmative position, 
describing her hopes for stepping up India's growth rate, her 
commitment to critical economic reforms including a better 
break for the private sector, her desire to become independent 
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of foreign aid within, say, a ten year period, and the role a 
stable responsible India might begin to play in the containment 
of China. 

Such a presentation would give her the feeling that ~ is 
taking the initiative. If she says all the things I would like 
her to say there would be no need for us to pressure her; rather 
we can simply endorse and support her commitments. 

Whether I can persuade her and her associates to adopt this 
forward strategy rather than a "let's wait and see approach" is 
an open question, but I can assure you I shall do my best. I 
will be most grateful for any suggestions you may have for these 
talks with her. 

Steb and I are planning to return on the 18th, arn vrng in 
Washington the night of the 20th which will give us a solid 
week before her arrival. Although I would like to come earlier 
to take care of some personal business I feel my time will be 
better spent here in Delhi in the next two or three weeks. 

As a result I am putting my personal and family business at 
the end of my stay with the hope that I can get back to India by 
the 12th or 13th of April. 

With my warmest regards to you and Gerry, 

Chester Bowles 

,,SECRET 
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REF: DEPTEL 1649 

l. IN OUR OPINION REFTEL 1549 IS/AN EXCELLENT OUTLINE OF OUR 
OBJECT IVES IN REGARD TO MRS.· GANDHI •S VISIT. NONE OF YOUR 
QUESTIONS OR OBJECTIVES APPEAR INAPPROPRIATE OR UNATTAINABLE. 

I HAVE BEEN TALKING WITH KEY GO! LEADERS ALONG IDENTICAL LINES 
AND WILL COVER THIS G)JOUND AGAIN WITH MRS. GANDHI THIS 
EVENING. FOLLOWING CQ'llMENTS ARE INTENDED TO SUPPLEMENT AND IN 
NO SENSE TO MODIFY VIEWS EXPRESSED IN REFTEL. 

PAGE TWO RUSBAE ti87/ 1 -S E. e R !'. T -
·A. IN REGARD TO PAKISTAN: 

<l > INDIANS ARE DEEPLY DISAPPOPJTED AI OUTCOME Of RAWALPINDI 
.,I ALKS.,ALTHOUGH THEY WENT PREPARED TO WORK OUT SOL UT IONS TO 

QtJ EST I ON S R EM A I N I NG AFTER T HE HO ST IL IT I ES , AND T O M OV E AHEAD 
IN OTHER RESPECTS, THEY REPORT THAT PAKS REFUSED TO DISCUSS 
THESE ISSUES UNLESS ~BY-NEGOTIATIONS" WERE STARTED OVER KASHMIR. 
NEVERTHELESS GO( PRESS AND OFFICIALS ARE STILL .GOING OUT OF 
THEIR ~JAY TO STRESS FRIENDLY AT!~OSPHERE THAT SURROUNDED TALKS 
AND PUBLICLY TO ABSOLVE PAKISTAN OF CURRENT RESPONSIBILITY 
FOR UNREST IN. !::ASTERN HILL AREAS. 

(2) EVEN ON..• KASHMIR, SWARAN SINGH AND OTHERS HAVE SAID THAT 
INDIA IS WILLING TO ENGAGE IN DISCUSSION IN WHICH BOTH SIDES 
WOULD PRESENT THEIR RESPECTIVE POSITIONS; THIS IS THE LINE 
SET AT TASHKENT AND CONSISTENTI;Y HELD SINCE. 

-SECF.f"l 
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(3) A SIGNIFICANT BYPRODUCT 'OF THE EXTRAORDINARILY SMOO H 

WITHDRAWAL OF THE fi:vb-ARivffESHO.S BEEN THE APPARENT RESTORATION 
OF WARM FEELINGS BETWEEN SENIO~ PAK AND INDIAN MILITARY LEADERS. 
INDI'AN MILITARY HAS PULLED 0-UT OF CRUCIAL STRATEGIC AREA£ 
WITH REMARKABLY FEW C(Y.v1PLAINTS. HAVING MADE THIS ADJUSTMENT 
TH.EM-SELVES, THEY MAY BE EXPECTED NOT OJ-•lLY~T_QsoPPORt'=BuT~---

P AG E T HR E E R U SB A E 4 8 7 / l S K C ~ E T 
ALSO DISCREETLY,TO PUSH POLITICAL SETTLEMENT WHICH WILL 
~LI~INATE POSSIBILITY OF FUTURE CONFLICT. 

(4) AS ELECTION TIME APPROACHES IT IS ALSO POSSIBLE THAT INDIAN 
GOVERNVIENT9 IN SF.ARCH OF STRONG, 'RESPECTED KASHMIR LEADERSHIP 
WHICH cbuLD wIN AN HONEST ELECT ION- UNDER THE AUSPICES OF THE 
INCORHUPTIBLE INDIAN ELECTORAL CO'IJMISSION, MAY BE S0'1E-
WHAT MORE FORTHCOMING IN REGARD TO ABDULLAH AND ASSOCIATES. 

(5) IN OUR OPINION OUR PRESENT POLICIES I\J REGARD TO P,oK-INDIA 
,,DIFFERENCES ARE SOUND9 I.E., TO PRESS IN GENERAL TERMS 
' FOR SETTLEMENT WITHOUT, BECa-1 ING INVOLVED IN SPECIFIC ISSOES 9 

ANO TO KEEP THE MATTE~ our OF THE SECURITY COUNCIL AND WITHIN 
THE FRA"'1EWO~K OF T,ASHKENT. AT THE SAME TIME, WE SHOULD NOT 
REPEAT NOT AtLOW EITHE~ INDIA OR PAKISTAN BY ITS OliJN ACT ONS OR 
IN ACT IONS TO ASSUME VETO OR CONTROL POSIT ION IN RESPECT TO 
OU~ RELATIONSHIPS WITH THE.OTHER. ACTING IN GOOD FAITH WE SHOULD 
BE PRE PARED TO SUP PORT ~IT}:IER OR BOTH. • . 

(6) H01i/EVER, IN. OUR OPINION THE KASWl IR ISSUE CANNOT REPEAT 
NOT BE SETTLED TO THE SATISF~CTION OF PAKISTAN, AS LONG AS 
RAWALPINDI •S RELATIONSHIP WITH CHINA REMAINS FRIENDLY AND THERE 
IS A POSSIBILITY OF THE TWO NATIONS AGAIN COOPERATING AGAINST 
IND I A. 

B. I°N REGARD T·Q V !ET-NAM: 

Cl) AS WE HAVE POINTED OUT, GO! POSITION Ii'.J SOUTH VIETNAM IS 
NOW HEAVILY INFLUENCED BY INDIA'S DEPENDENCE ON USSR FOR SUPPORT 
ON K.C\SHMIR· ANO FOR SOPHISTICATED MILITARY EQUIPMENT WHICH 
WE HAVE REFUSED TO PROVIDE, ANO BY THE HOPE FOR A BENIGN 
SOJIET POSTURE IN CASE CHINA SHOULD AGAIN ATTACK INDIA. 

~ 
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(2) THERE IS A CHANCE THAT THE INDIANS MAY EVENTUALLY AGREE 
TO SOY!E J<If\JD OF SYMBOLIC CIVIL C0NTRIBUTI0i\J TO SOUTH VIETNAf1 
THqOLJGH THE COLO"lBO PLAN. ~IITH RESPECT TO THEIR ROLE IN THE 
ICC, I W0!ILD EXPECT INDIANS TO CONTINUE TO CALCULATE THE NET 
EFFECT ON THEIR RELATIONSHIPS WITH US AND WITH THE USSR. • 
RESPECTIVELY, IN JUDGING HOW FIRM TO BE IN FINDING "EVIDENCE" 
OF NORHT V IETNAMES AGGRESSION. 

I!
• (3) HOWEVE~, IN MY JUD GM ENT WE SHOULD NOT BECOME SO FOCUSSED 
ON THE SYi"1BOLIC ACTS THAT WE WOULD LIKE TO SEE INDIA PERFORM 
IN REGARD TO SOUTH VI ET NAM TH AT WE LOSE TREK OF THE MU~H 
H IG HER ST AKES FOR W HI CH WE ARE PL A Y ING IN REG fl.RD T O I ND I A • S 
FUTUR-E ROLE IN ASIA. AS REFTEL POINTED OUT, ~'HAT WOULD 
COUNT-MOST- AS FAR AS U.S. INTERESTS ARE CONCERNED IS INDIA •S 
ACTIVE SVPPORT AGAINST CHINA IF A MAJOR CONFLICT SHOULD 
DEVELOP. / • 

FOR M"ANY MONTHS. WE .HAV-E;--BE.EN-MAKINGAM AJOR EFFORT TO ENCOURAGE 
GO! TO TAKEABROADER RESPONSIBILITY IN ASIA AND I BELIEVE 
THIS EFFORT I.S BEGINNING TO HAVE AN EFFECT. TODAY GENERAL 
DEPUY, ASSISTANT CHIEF OF STAFF· UNDER GENERAL WESTMORELAND, 
GAVE SENIOR INDIAN MILITARY A COMPREHENSIVE BRIEFING ON 
P~OBLEMS AND PROSPECTS IN VIETNAM. THIS REFLECTS SIGNIFICANT 
MOTION IN THE RIGHT DIRECTJON. 

<4) M·OREOVER IT SEEMS CLEAR FROM SEVER AL PR IV ATE COMl ER SAT I ON S 
THAT INDIA IS NOW THINJ<I"JG IN TERMS OF HOW TO DEFEND BURMA 
I~ THE NEED SHOULD AR !SE; INCREASING CONCERN IS ALSO BE ING 
EXPRESSED WITHIN GO! OVER CURRENT DEVEL_QPMENT IN THAILAND. 

(5) IN !'f'JY OPINION THE PRESIDENT SHOULD PUSH FIRMLY ON 
THE CENTRAL POH!T, I~ E., <A) CHINA IS OUR CO~IMON ENEMY; CB) 
IF WE ARE ATTACKED BY CHINA IN SOUTHEAST ASIA, WE SHOULD BE 
ENTITLED TO SOME COOPER AT IVE ASS !STANCE FRU"1 IND IA. WE ARE 
NOT SEEKING A FlJLL-BL0WN MILITARY ARRANGEMENT, BllT RATHER WE 
WOULD LIKE TO EXPLORE IN A LOW KEY FASHION H0\\I EFFECTIVE 
COOPER AT ION CAN BEST BE ACHIEVED.
GP-3 • - --·-

BOWLES 
BT 
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(6) THE GOI'S READINESS TO TAKE THE NECESSARY RIS ,SWILL 
SLOWLY GROW AS IT GAINS CONFIDENCE IN ITS OWN ACHIEVEMENTS 
<ECONOMIC AS WELL AS MILITARY) AND IN OUR STEADFASTNcSS 
AND UNDER-STANDING. HERE TOO THE GOI WTLL CLOSELY CALCULATE ITS 

_REIATIONSHIPS WITH THE SOVIET UNION. 

C. IN REGARD TO INDIA'S ECONOMIC PERFORMANCE, WE SHOULD 
CONT INlJE TO OP[: ./1,T E WITHIN THE GENER AL INTERN AT I ON AL cONTEXTS OF 
THE IBfW- 1'ir· J li CONSORT IOUM, RATHER THAN UNILATERALLY. 

Cl} THE GO! IS NOW FAVORABLY DISPOSED TO DECONTROL OF 

PAGE TWO RUSBAE 487/2 e EC RE T 
MAINTENANCE IMPOHT AND INDUSTRIALRAW MATERIAL ND TO GREP.TE~ 
DECONTROL IN GE 1ERAL. THE PE CON ROL QN GEMENT HAS 1, ORE • 
THAN LIVEDl)P TO EXE'.ECIATIONS; PRODUCTION HAS INCREt,SED t~ND 
THE BLACK MARKET IS DISAPPEARING~ HOWEVER, THE INDIANS WILL 
EMPHASIZE THAT, EVEN.ALLOWING _FOR OTHER MEASURES SUCH AS 
EXCHANGE RATE ADJUSTMENT, DECONT-ROL OF ~ IMPORTS IS 

IM POSSIBLE WIT HOUT ADEQUATE /'.I.SSURED SUPPLY OF FOREIGN EXCH,0;:·G.:: 
TO COVER THE INCREASED DEMAND. 

(2) THERE IS NO DOUBT THAT THE INDIANS AnE DETERMINED TO 
PROMOTE AGRICULTURE AS THEIR FIRST Pf IOHITY. THE NEED FOR 
A MA..,OR INCREAS,E IN FEhTILIZER PRODUCTION HAS BEEN ,c\CCEPTED 
AND WE BELIEVE THAT THE INDIANS WILL MAKE REASONABLE CONCESSJ.C, .; 

0 ATTRACT NEW ~RODUCERS. 

HOWEVER, INDIANS MUST BE PERSUADED THAT THEY CANNOT EXP7 CT 
FERTILIZER ? ODUCERS TO COME TO -THEM AND THAT ALL FOREIGN 
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(6) THE GO!'S READIN)v.S TO TAKE THE NE;CESSARY RIS1<S WILL 
SLOWLYGROWAS IT G~!~ CONFIDENC~I~ ITS OWN ACHIEVEMENTS 
·<ECON0MI~AS WELL AS MI~·TARY) 1,ND IN OUR STEADFASTNE. SS 
AND U~DER-STANDING. HERE TOO THE G-01 WILL CLOSELY CALCULATE ITS 

_REI.ATIONSHIPS WITH THE S VIET UNtON. • . 
' ' - - - • -

C. IN-REGARD TO INDIA'S PEHFORMANCE,ECON._OMIC WE SHOULD 
CONTINUETO OPERATE WITHIN T~ GE~ERAL INTERNATIONAL CONTEXTSOF 
THE rBRD AND THE CONSOR,T IOUM, ~~THER THAN UNILATERALLY. 

Cl) THE GOI IS NOW FAVORABLY DI~POSED TO DECONTROL OF 
; \ 

\ 
PAGE TWO RUSBAE 487/2 ~.:---1"-1"--i:--r-----i-

MAINTENANCEIMPORT AND INDUSTRIALRA MATERIAL AND TO GREATER 
DECONTROLIN GENERAL. THE DECONTROL CEMENTHAS MORE 
THAN LIVED UP TO EXPECTATION~; PRODUC ON HAS INCREASED AND 
THE BLACK MARKET IS DISAPPEARING. HOWE R, THE INDIANS WILL 
EMPHASIZETHAT, EVEN ALLOWING FOR OTHER EASURES SUCH AS 
EXCHANGERATE ADJUSTMENT, DECONTROLOF ~--~O~TS IS 

IMPOSSIBLE WITHOUT ADEQUATEASSUREDSUPPLY F FOREIGN EXCHANGE 
TO COVER THE INCREASED DEMAND. 

(2) THERE IS NO ·DOUBT THAT THE INDIANS ARE DE TO 
PROMOTEAGRICULTUREAS THEIR FIRST PRIORITY.. T NEED FOR 
A MAJ0R INCREASE IN FERTILIZER PRODUCTION HAS BEN ACCEPTED 
AND WE BELIEVE JHAT THE INDIANS WILL MAKE REASON~!E CONCESSIONS 
TO ATTRACT NEW PRODUCERS.. ·r . 

HOW~VER,INDIANS MUST BE PERSUADEDTHAT THEY CANNOT $XPECT 
FERTIUIZER PRODUCERS TO COME TO_THEM AND THAT ALL FO~EIGN 

.., ' 
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INVESTORS ARE NOT LATTER-DAY ROBBER BARONS. IF INDIA IS TO 
GETT;)-{EPRODUCTIONFACILITIES IT NEEDS IN REASONABLETIME SPA~J9 

IT MUST DEVELOP TACTIC OF HOT PURSUIT OF ALL LIKELY PROSPECTS. 

(3) IN REGARDTO THE CURRENT FOOD EMERGENCY THE INDIANS FACE 
A Dl-LEMMAN. UNLESS THEY DRAMATIZE THEIR PROBLEM, THEY WILL 

PAGE THREE RUSBAE 487/2 S ~CR t 1--
HAVE DIFFICULTIES IN GETTINGADEQUATESUPPLIESFROM • 
AUSTRALI AN' CANADA-, -orHER NAT --FRANCE AND IONS. 

ON THE OTHER HAND, A~ WE HAVE POINT~D our, IF INDIA PAINTS 
ITSELF AS' A NATION OF STARVING, HELPLESS PEOPLE FOOD PRICES 9 

WILL sohR, HOARDINGWIL( BE FURTHER ENCOURAGED, RIOTS WILL 
SPREAD, THE PRESENT MODERATE GOVERNMENTWILL BE GRIEVOUSLY 
WEAKENEDIN A CRUCIALELECTION YEAR AND THE SITUATION MAY 
GET OUT OF HAND. -IT IS ESSENTIAL THAT WE CONTINUE TO TAKE A 
SYMPATHETICVIEW OF INDIA'S POLITICAL DIFFICULTIES IN DEALING 
WITH TH IS COMPLEXAND CRUCIAL PROBLEM. 

(4) INDIA'S CONTROL• IS 1GPOPULATION PROGRAM OFF TO AN ENCOURAGit 
STARJ FOLLOWING THE DECISION LAST APRIL TO PUSH THE INTHA- • 
UTERINE DEVICE <THE "LOOP".) A NEW PLANT IS TURNING OUT 149 000 
DAILY. IN NINE MONTHS FIVE STAT-ES HAVE EACH INSERTED MORE 
"LOOPS" PER THOUSAND POPULATIONTHAT EITHER TAIWAN OR SOUTH 
KOREA DURING THE SAME PERI.OD. HEAVY PRESSURE. IS NOW BEING 
APPLIED TO SPEED UP THIS EFFORT THROUGHOUT INDIA. 

(5) IN REGARDTO DEVALUATION, I STRONGLYURGE THAT WE DO NOT 
MAKE DIRECT DEVALUATION IN ITSELF AN ISSUE. RATHER WE SHOULD 
TAKE THE POSITION THAT THIS IS WHOLLYAN INDIAN DECISION. 

PAGE FOUR RUSBAE 487/2 s F GR ET -
WE ARE, HOWEVER., HOPEFUL AS ARE THE WORLD .BANK AND OTHER 
CONSORTIUMMEMBERSTHAT THE BASIC OBJECTIVE CAN SOMEHOW BE 
ACHIEVEDBY EitHER A DIRECT OR INDIRECT APPROACH. 

THERE IS EVtDENCE FROM CAS AND OTHER SOURCES THAT FINANCE 
M.IN!STER CHAUDHURIFAVOR·DEVALU AT ION AND IS PREPARED TO FIGHT 
FOR J.T WITHIN THE INDIANCABINET. (NOTE: NO DOUBT THIS EXPLAINS 
THE MINISTER'S EMOTIONALREACTION TO UNDER StCRETARY MANN•S 
STATEMENTIN CONGRESS, WHICH HE FEELS MAY PLACE HIM HJ POSIT Oh 
OFA~P~RING TO ACT UNDER U .s. PRESSURES.·) 

<6) IN MY OPINION INDIA'S ATTITUDE TOWARDS-LHE PRIVA.~ 
SECTOR IS BIGGEST SINGLE_ ECONOMIC PROBLEMWITH WHIC! WE MUST 

.. Si:CRET 
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COPE; A,JD SINCE IT IS SHROUDED1N MYTH, MI SUN DER ST f\ND I NG f\N D 
IDEOLOGYIT MAY ALSO BE THE LO. GEST IN GETTI NG cOLV ED. K!::Y 
I D AN LEADERS LAHGELY ACCEPT TllE VIEW THAT MUCi' MO E --<lV -c. 
INVESTMENTBOTH FOREIGN AND DOMESTIC IS REQUIRED; NEVERTHELES~, 
THEy.1 HAVE BEEN DEEPLY CONDIT I ONE[l OVER THE YE AltS BY ~ !E 
UNOl'SPUTED SHODDY RECORD OF EXPLC(f IVE, SPECULATIVE CAP-ITAL I SM 
HERE-IN INDIA. 

(7) THE U.S. CANNOTGOVERNMENT PUSH THIS ISSUE BEYO DA •CERTAIN 
POINr WITHOUTBEING INCREASINGLY HURT BY LEFTIST CHARGES 
OF "IMPERIALISTICALLY" PROM OT ING ROLE OF "PROF IT HUNGFy'" 
U.S. COHPORATIONS.NEVERTHELESSTHE NEED FOR PRIVATE NVEST ET 
IS so THATWE A D onURGENT AND THE ISSUE so FUNDAMENTAL Elt 

' 
PAGE FIVE RUSBAE487/2-4. E C R El 
DEVELOPEDNATIONS MUST CONTINUE TO STRESS THE NEED FOi 
MORE POSITIVE APPROACH. OUR PROPOSAL TO SET UP AN It DIAN 
CO~MITTEEFOR ECONOMIC DEVELOPMENT,WHICH COULD CA RY MUCH 
OF THE EDUCATIONAL RES~ONS1BILITY HERE, WILL BE FAR ~ORE 
EFFECTIVE APPROACH THAN DIRECT HEAVY-HAND~U PRlSSLJR~ Y USG. 

' (8) I BELIEVt. THE PRESIDENT SHOULD, NEVEhTHELESS, POINT OUT· 
HAT IN Pf<ACJI CALLY EV~RY CUUNTRY IN \vHICH THEl-<E HAS BEHJ 

fAPID ECONO~IC DEVELOPMENT A MAJOR ROLE HAS BEEN ALLOTTED 
0 THE PRIVATE SECTOR. HE COULD ADD THAT HE IS NOT PRO~OTING 

AN IDEOLOGICAL THEORY BUT ADVOCATINLl A REALISfIC ACTION 
PROGRAMBASEu ON WIDES~REAb ANu WELL TESTEu iXPERlENcE. 

D. IN REGARDTO MRS. GANDHI'$ OWN AP~ROACH: I HAV~ ~IRuNGLY 
EMPHASIL~UWITHIN GOI AND I SHALL CONTINUE TO DO SO THAT MnS. 
GMJuHI SHOULD TAKE THE INITIATIVl!: BY OlITLININGIN VIL:iOF<OUS 
"EKMS WHAT SHE INTENDSTO DO TO GET INuIA MOVING.THIS WILL 
ENABkE THE PRESIDENT TO APPLAUD HEH DECISIONS AND TO STATE 

HAT HE HAS DECIDEu·ro HELP MAKE HER EFFORT SUcCESSFUL, HUS 
SIDE-STEPPING THE POLITICALLY EXPLOSIVE CHARGE HERE IN INDIA 
TH.C\TTHE UNITED STATESFORCED HER TO ACCEPT OUR VIE1.JS. 
G?-3 
OWLES 
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E. A FINAL COMMENT: .WE ARE 1 BELIEVE AT A WATERSHED HEFE 
IN INDIA. IF THE MEtTINGS ARE SUCCESSFUL,I BELIEVE THATUS 
INFLUENCE IN INDIA WILL STEADILY INCREASEAND THE 
INDIAN ECONOMY 1,HLL BEGIN TO PICK UP RAPIDLY AS THE MULTIPLIER 
FACTORS BEGIN TO WORK. 

IF. THIS PICK !JP IS CLEARLY IDENTIFIED WITH US SUPPORT THE GOI 
IS LlKELY TO MOVEIN A GENERALLY MORE FAVOR\BLE POLITICAL 
DIRECT ION AND THE: INFLUENCE OF THE ALREADY STRONG ELEM£ T 
WITHIN TH.::. INDIAN GOVERNMENTvJ lCH, SHARES OUR VIEI.Ir O WH1T 
NEEDS TO BE DONE WILL BE GREATLY STRENGTHENED. THE: Sfl\-:-E 
WOULD THUS BE SET NOT ONLY TO 1A.Kf-INDIA ECONOMICC\LLY SELF­
SUFFICIENT WITHIN A REASONAGLE TIME SPAN BUTTO BRINGHER 
GRADUALLY INTO A MORE RESPONSIBLEAND AFFIR~ATIVEROLE 
IN ASIAN AFFAIRS. 

IF, ON THE OT HER HAND, THE MEETINGS· ARE UNSUCCESSFUL, I Nfl Ir-.. 
WILL ALMOST CERTAINLY BEGIN TO SEARCHFOR ALTEHNA"IVES TO THE 
DEMOCRATIC, WESTERN-ORIENTED COlJHSEIT IS ON. THEnE C\H.- T~OSE 
ON BOTH THE LEFT AND RIGHT WHO WOULD HEMn IL Y WELCOME SUCH 
AN OPPORTUNITY TO ESTABLISH AN AUTHORITARIAN COURSE, W',/EVEHi._ 
BARREN THE PROSPECTS MIGHT BE. I\.R ISHN,1\ ME WN ·wouL.D Bl fil.--VIVEJ.J• 
AS .I\ POL IT I CAL FIGURE AND THE SOVIET POSITION F"Ur T HER EN l!P,i~cE0. 

II 

IN PREPARING FOR MRS. GANDH 'S VISIT WITHTHE PRESIDENT WE 
MUpT Rc.COGNIZE THAT, \vHILE DEMOC1 ACY IN INDIA HAS BEEN l~EMAflKABLY 
SUCCESSFUL, IT IS NOW UNDER EXTREMELY HEAVY STRAIN. IN 
THIS ~ffU\MEWORI< WE CANNOT EXPECT .'1~S. GMJOHI· TO IGNOHE THE l A}~'.J 
POLITICAL REALITIES WITH WHICH SHE IS SURROUNDED. 

WE CAN BEST SERVE OUR OWN PURPOSES IF WE iELP HER DEMONSTRATE 
THAT INDO-US COOPERATION IS IN FACT.A MUTUALLY BENEFicIAL 
ASSET' NOT RPT NOT (AS PHO-SOVIETS AND FELLOW Tf't.\VELEns GHAHC,::":. 
A SHAMEFUL LIABILITY TO INDIA. 
GP-3. 
BOWLES 
BT -
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MEMORANDUM 

THE WHITE HOUSE 

WAIRINOTOR 

OFFICIAL USE ONLY March 7, 1966 

NOTE FOR MR. KOMER 

I saw Joe Kraft this afternoon at his request. Kraft is leaving 
on a trip to India and Southeast Asia and wanted a feel for the mood in 
those countries, and the names of people he might see. 

Kraft said that he had just come from a session with George Ball 
where he presumably (but he did not say) was discussing the State 
Department reorganization. He raised the subject with me, and said 
he did not see how it could be successful with the "people now in place". 
I told him that the rationale of the plan was to emphasize the State 
Department's proper and appropriate role on policy. I said that I 
didn't feel' it was fair to discuss the wisdom of the plan until it had been 
given a fair trial. He told me (pulling a sheaf of papers out of his 
pocket) that he had already written a piece on the reorganization plati. 
From what he said I would suspect that his piece will point out the 
inadequacy of State Department personnel to cope wi~h the problems 
they are now charged with, and will also try to relate the plan to 
Bundy's departure. 

Kraft said he had heard I was leaving on the first of April. I 
confirmed this and emphasized that it had nothing to do with the 
departure of Bundy or any aspect of the Vietnam situation. 

I 
I 

• I 

I 

OFFICIAL USE ONLY 
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THE WHITE HOUSE 

WASHINGTON 

March 5, 1966 
Saturday, 10:45 A .M. 

MEMORANDUM FOR THE PRESIDENT 

Freeman Report on Indian Agriculture. I'll summarize 
this latest long progress report, so you won't have to read it. 

1. Dimensions of India's deficit are still in 12 million 
ton range. Rationing is moving slowly. 

2. Subramaniam is under sharp political attack for the 
policies agreed on with us. 

3. Historically, India recovers slowly from a drouth, 
so we may have an abnormal (through less so) 1967 too. 

4;. India's fertilizer program is not picking up as fast as 
hoped (we 're prodding on this). Freeman would like us to press 
for greater diversion of foreign exchange to this sector, and to 
push the Germans and Japs to help out. 

5. We 're looking at feasibility of getting India to shift 
more acreage from cotton to wheat, while we supply cotton from 
our enormous stockpile. Poage raised this during hearings. 

R. W. Komer 

I might add that Freeman whacked his Canadian counter­
part hard this weekend, during talks here. Canada will shortly 
go up to $40 million in wheat for India. Once we get this, we '11 
ask 'em to double it later. 



DEPARTMENT OF AGRICULTURE 
OFFICE OF THE SECRETARY 

WASHINGTON 

March 4, 1966 

MEMORANDUM 

To: The President (2 
From: Orville L. Freem~ ~/ _ _ / 

Secretary of Agricultur v~,.__...--

Subject: Review of the India Food Situation 

Official estimates of foodgrain production in India are still holding 
at 76 million tons. Grain imports from all sources are expected to 
average about a million tons monthly in March, April, and May. 

Grain procurement and efforts at belt tightening are moving slowly. 
Rationing programs instituted thus far cover 34 million people or 7 
percent of the total population. An additional 20 million may be added 
by June 1, bringing the total up to 11 percent. This will cover most 
of the major urban centers but very little of the country outside these 
centers. 

The riots in Kerala protesting the lack of rice have subsided for the 
present, but scattered food protests and demonstrations are occurring 
elsewhere in India. 

Dissatisfaction with food policies 

At the annual convention of the Congress Party, the Government's food 
production and distribution policies came under fire. Minister 
Subramaniam, as Minister of Food and Agriculture, bore the brunt of 
the attack. 

At times the Party Leaders nearly lost control of the convention delegates 
who were loudly demandin- the abolition of the food zones. Most of the 
criticism came from the deficit states, which this year out-number the 
food surplus states by about 3 to 1. 
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At one time Minister Subramaniam threatened to resign. This is not 
the first time he has used this threat, but there is probably a limit 
to the number of times this tactic can be effectively used. There is 
little doubt but that Subramaniam's position has been weakened some­
what by the current crisis and the unrest and dissatisfaction it has 
generated. 

Subramaniam appears to be fighting hard to implement the policies agreed 
upon in Rome. Despite the fact he got Cabinet and Parliament concurrence, 
he has been facing some strong opposition. At the annual convention of 
the Congress Party, Subramaniam was openly reprimanded by Congress Party 
Chief Kamaraj for having signed an overly generous agreement with an 
American firm permitting it to construct and operate a fertilizer plant. 
Subramaniam insisted that the Indian Government must live up to its 
agreement and he prevailed. 

Subramaniam was also criticized by Kamaraj for the recent decision to per­
mit foreign private investors to price and market their own fertilizer. 
Again he held his ground and won out. Kamaraj later partially retracted 
his criticism of Subramaniam, saying that in fact this decision was made 
by the Government of India. 

The 1966/67 crop 

We are thinking ahead to the 1966/67 crop in India. Historical records 
indicate that crop production does not usually recover completely after

\ a serious monsoon failure such as that experienced this past year, even 
if the next monsoon is a good one. 

Reports of serious and worsening power shortages indicate water levels in 
irrigation reservoirs are far from optimal. 

Scattered readings of soil moisture levels indicate these are far below 
normal throughout most of the Indian subcontinent. 

Fertilizer supplies for 1966/67 crop 

A third key factor affecting the 1966/67 crop and on which we already have 
some information is fertilizer supplies. As things now stand, supplies 
of all three major nutrients will be well below the levels for 1966/67 
agreed upon in Rome. 
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Nitrogen fertilizer supplies are expected to range between 700,000 and 
800,000 tons. This is up from the 550,000 tons used in 1965/66 but far 
short of the 1,000,000 ton level agreed upon in Rome. We do not have 
complete data on phosphate and potash supplies for 1966/67 but the short­
falls may be even greater than for nitrogen. 

The Indians have used all of the $50 million loan you announced on 
December 10. They more than matched that loan with foreign exchange of 
their own as they had agreed they would. Even so, they are falling far 
short of targets. Several factors account for this. 

Fertilizer prices have risen sharply over the past several months. Our 
$50 million loan did not go nearly as far as it would have a year or 
two ago. 

World supplies of fertilizer raw materials, particularly sulphur, are 
in short supply. The inability to obtain adequate supplies of raw 
materials coupled with the failure to allocate enough foreign exchange 
for spare parts has prevented domestic plants from operating at anything 
near full capacity. 

Getting fertilizer consumption up to target 

It now seems quite clear that fertilizer consumption will be well below 
target in 1966/67 unless strong action is taken. We might very well 
press Mrs. Gandhi to find enough foreign exchange to get fertilizer con­
sumption up to the agreed upon levels. It appears that Subramaniam could 
not carry the point alone again. From a political point of view, it 
would be very desirable to involve Mrs. Gandhi more directly in agri­
cultural policy making. This would take some of the direct pressure off 
Subramaniam. 

I recommend we use every way possible to get them to free enough of their 
own foreign exchange to get fertilizer consumption up to target. If this 
does not work, I would suggest we urge them to go again to some of the 
other advanced countries such as West Germany and Japan asking them to 
supply specific quantities of fertilizer on concessional terms so they 
can meet their consumption targets. These additional fertilizer needs 
would total about $100 million. After all, they did not have any great 
qualms about asking us for $750 million worth of foodgrains. 
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If we decide none of these will work, you might want to consider an 
additional $100 million loan to be used specifically for fertilizer, 
fertilizer raw materials and spare parts. One pound of fertilizer 
produces on the average 10 pounds of grain. Fertilizer supplied now 
will reduce the amount of grain we will be asked to contribute next 
year. If we let them off this year, it will be almost impossible to 
get them back on target in subsequent years. 

Preparing for Mrs. Gandhi's visit 

Later this week I am sending Les Brown, my key India expert, to India to take 
a last reading of conditions there before Mrs. Gandhi comes here. 
He will take a close look at the progress, or lack of it, in getting 
new fertilizer plants under construction, and in carrying forward the 
Rome agreement. 

Brown will also be investigating the feasibility of attempting to shift 
cotton land into the production of foodgrains in India. If this proves 
feasible, we could work off some of our heavy cotton stocks under P.L. 
480 while reducing their import needs for U.S. wheat. 

This proposition seems logical on the face of it, but will need to be 
examined in terms of the economic implications, particularly to the 
producers involved, as well as the political overtones. 

The fact that Poage brought this up in an open hearing and that it got 
in the newspapers means it has already reached India. It may have 
created political problems for Subramaniam and will possibly create 
more if we try to move in this direction. 

Nonetheless, I have discussed it with leaders in the cotton industry 
and also cotton Congressmen and Senators and we will thoroughly investi­
gate it. 

I will send you a complete up-to-date report when Brown returns. 



EMBASSY 

OF THE 

UNITED STATES OF AMERICA 

C.ONFIDEM'l'!M; New Delhi, India , 
OFFICIAL-INFORMAL March 2 , 19 6 6 Q 

Dear Bob: 

I think you may be interested in the enclosed letter which 

I have sent to the Secretary. 

With best wishes, 

Sincere!~ 

Chester Bowles 

Enclosure: 

Copy of letter to the 
Secretary of State. 

Mr. Robert W. Komer, DITTERM:NEOTO RE AN 
/t',M!NISTFlATIVEMARKINGThe White House, E.0. ,2sse, $EC. 1.1(1) 

Washington, DoC. 

SY Cjll!t.t V0N 3 /tJ-S/9 

eONf IDEM'l'IAL 
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Neither Henry 
the President 
to the attached 
Congressman 
to have Orville 
of the attached 
Before passing 
could you tell 
reply creates 

WHITE HOUSE 

WASHINGTON 

March 1, 1966 

TO: 

Wilson 
ought to 

non-letter 
Cooley. 

do so, 

Mr. Schultze 

nor I thinks 
reply directly 

from 
Our instinct is 

along the lines 
draft his people prepared. 
the buck, however, 

us whether this evasive 
any problems for you 1 or 

could be tighteneM 

R. W. KOMER 



EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C. 20503 

W R 1966 

MB:MORANllJMFl>R MR. KOMER 

Subject: Congressman Cooley's letter to the President 

We agree that the President should not reply directly to what appears 
to be a letter tor the record. Since Cooley's letter (February 3), 
we have had the Food for Freedom message and bill and testimony on 
the bill by Freeman and others before Cooley's cODlaittee. The issues 
raised in the letter--food aid policy generally and India in par­
ticu1ar--were discussed at the hearings. 

All of this suggests that a reply shoul.d come :from Freeman. Because 
of what has transpired in the last mnth, you might want to suggest 
to him that he go see Cooley rather than send a letter. Freeman is 
probably the best judge of the preferred approach. In any event, 
our guess is that if he chooses to reply by letter, he woul.d want 
to rewrite it to renect the fact that he has already discussed these 
matters with the Committee. 

The letter as now drafted presents no substantive problems and we see 
no "hookers" in it. 

. 

,J.kClark 
Chief, International Division 

Attachments 



'SECRE'rA TTACHMENT--,JJ 

'>Jo/
DEPARTMENT OF STATE 1/ 

THE DIRECTOR OF 

11 !NTELLIG~NCE AND RESEARCH 

To: Jt't"K~ 
Enclosed are two m.emoranda on India 

which I hope you will find useful and timely. 

tflAi 
f'/1 

Attachment: (S/NFD) 

RM-RNA-8 
RM-RES-3 

Tho~. Hughes 

P. S. Please note, except for this copy,, 
distribution has been limited to State. 

, Sli'CR~ ATTACHMENT 
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STATE DEPARTMENT ONLY 

i?l?me<t11,c/,, 
U.S. DEPARTMENT OF STATE 

ulle,,101/-r11UUt~1t
DIRECTOR OF INTELLIGENCE AND RESEARCH 

RNA-8, February2ft, 1966 ~ 

To The Secretary 
Through: S/S .u--- Lk .• t.
From INR - Thomas L. Hughes 11\fMdAl,,~r 
Subject: India and the Bomb: What Price Proliferation? 

In the following highly speculative analysis, we have attempted to assess 
some of the specific dangers involved should India decide to develop nuclear 
weapons. Projecting the assessments in recent national intelligence estimates 
that India will probably opt for nuclear weapons in the next few years,* the 
paper assumes that despite all efforts at reaching an international disarma­
ment agreement, devising assurances satisfactory to India, and continued major 
power opposition to the proliferation of nuclear weapons, India has found it 
necessary to develop an independent capability. India's rationale, its own 
assessments of the political risks involved, and the military and economic 
environment of such a program, are considered in relation to certain theoret­
ical risk calculations derived largely from the Western European context to 
determine if the dangers are equally valid in the different environment of 
Asia. The wider implications of a nuclear-armed India, beyond the confines of 
Asia, have been arbitararily omitted. 

ABSTRACT 

Should India decide, in the face of uncontrolled Chinese Connnunist nuclear 

weapons development, that its vital national security interests demanded an 

independent nuclear capability, it would not expect to incur severe political 

penalties. Judging from developments in France and Connnunist China, India 

would have reason to believe that once a decision had been made, neither the 

US nor the USSR would place serious obstacles in its path. Although it would 

* NIE 4-66, "The Likelihood of Further Nuclear Proliferation!' January 20, 1966 
SNIE 31-1-65, "India's Nuclear Weapons Policy," October 21, 1965 

DECLASSIFIED 
E.O. 12958, Sec. 3.6 SBCR'Ef/CONTltOLLEBQlSSEM 
NL.J 97- a;)Q STATE DEPARTMENT ONLY 

By~ • , NARA Date~/t-p9 I . I l.. I 
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not expect to receive help from either on its nuclear program, India would 

reason that the USSR's strategic interests in the area would continue to out­

weigh its opposition to proliferation. The Indians might expect a stronger 

initial US reaction, but they would calculate that the US also has a vested 

interest in a strong India and early US opposition would be modified by the 

Soviet posture. Since the Afro-Asian bloc failed to condemn China's nuclear 

tests, India might expect a similar reaction to its own nuclear efforts and 

might even hope thereby to recoup some of its prestige in the underdeveloped 

world. In the Indian view relations with Pakistan and China, already at a low 

ebb, could deteriorate only marginally, and since chances for improvement are 

at best slight, the net political loss could be discounted. 

The accuracy of such Indian political calculations would depend to a 

significant degree on the type of weapons program it attempted. It seems 

likely, for technical and economic reasons, that India would limit itself 

initially to a token nuclear force designed primarily to offer limited deter­

rence to the Chinese force. It would be defense-oriented and its main utility 

would be political and psychological, rather than military. Such a token 

program, costing about $50 million a year, would not detract from support for 

India's conventional forces nor would it seriously disrupt the country's 

economic development. The present disparity in conventional military strength 

between China and India is likely to persist in the nuclear field as well. 

India's narrower resource base and its general military outlook suggest that 

it would not try to match the Chinese strategic capability, but would instead 

strive merely to keep within a reasonable distance sufficient to afford it 

-GEi€RET/COi'HROLLED DISSSt( --. 
STATE DEPARTMENT ONLY 
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political and psychological leverage against the Chinese. 

An assessment of the asswned risks involved in a token Indian nuclear 

force takes on somewhat different connotations when viewed against the Asian 

rather than the more familiar, European background. The most salient difference 

is that the vital national interests of the US and the USSR are not as directly 

committed through major alliances and the possibilities of escalation may, 

therefore, be more limited. In fact, only the engagement of US nuclear power 

at levels which threatened China's survival would be likely to pose the danger 

ot general war. Whereas nuclear-armed China in conflict with a conventionally 

armed India would directly engage the credibility of the US deterrent, a small 

Indian force would serve to relegate the US force to a backup rather than a 

primary role thereby allowing both major nuclear powers more room to maneuver. 

The mere prospect of a Chinese nuclear weapons system has already affect­

ed Indian thinking; the actual advent of this system will substantially 

increase chances for nuclear blackmail. In this situation, the political 

utility of a token Indian force would be significant since it would serve to 

increase Chinese risk calculations. It also seems likely that the dangers of 

pre-emptive attack and first use of nuclear weapons would be reduced by a 

continuing disparity in military strength. The Indians would not want to risk 

a much heavier counterattack; the Chinese could probably achieve their aims 

using only conventional weapons and would probably believe that the risks of 

US retaliation were greater than the gains to be achieved against a weaker 

India. Finally, neither China nor India has shown itself to be irresponsible 

or reckless in the use of military force; on the contrary, their conflicts 

"'"-Si:~a&T /CQNTROLLE'D DI551!!M 
STATE DEPARTMENT ONLY 
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have been carefully limited and tailored to plainly circumscribed political 

objectives. Thus, the dangers of accidental war, while present, would not be 

significantly increased by a token Indian nuclear force; the actual and poten­

tial risks connected with the Chinese force will continue to grow regardless 

of what India does. 

It is probable that Pakistan would attempt to follow suit should India 

begin to develop a nuclear arsenal. Because Pakistan would find it extremely 

difficult to develop its own nuclear force, it might seek assistance from the 

Chinese. The amount and type of such aid is likely to be restricted at least 

until such time as Peking has made a good beginning on its own stockpile. 

Even after that, China would be restrained by fear of becoming involved in an 

Indo-Pakistani nuclear exchange. The other nuclear-capable countries in Asia 

will determine their weapons policies in terms of their own national interests 

and by the US posture in the area, rather than by what India does. The diffu­

sion problem in Asia, nevertheless, is apt to be more difficult for the US 

than for the USSR, which has taken a relatively passive attitude toward it. 

All of the dangers and the mathematical odds that they will increase with 

nuclear proliferation will obtain in Asia and constitute a continuing rationale 

for preventing the further spread of nuclear weapons. At the same time the 

continued spread of nuclear technology for peaceful uses seems likely to expand 

both the knowledge and the physical plant useful for military purposes. If 

viewed as a choice of costs between the risks involved in a small Indian force 

versus the price for bolstering India's security through multilateral or 

bilateral agreements, the former might prove to be less expensive. Even the 

-SEb~T/COW:ROl.1.il) l)J:~~:SM 
STATE DEPARTMENT ONLY 
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cost of exerting leverage could toount unacceptably, given the passive Soviet 

attitude toward nuclear proliferation in In.dia and the complications imposed 

by India's nonaligned position. In the eventuality that India does develop 

nuclear weapons, it seems probable that its political attitudes toward disarma­

ment will endure. If the US and the USSR were to reach an agreement that 

included China as well, India would doubtless adhere even at the price of 

giving up its own nuclear arsenal. 

~l!!CR'.EI/CON'fR:OLLEB P I~~iW 
STATE DEPARTMENT ONLY 
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I. Rationale for an Independent Capability 

Among the potential new merrbers of the "nuclear club," India is unique 
on several scores. It is the only country that is under direct military 
pressures from a new and seemingly uncontrolled nuclear power. The past two 
years have demonstrated that the prospects for halting or slowing the Chinese 
Communist nuclear program are not good. Thus India's time for decision, if 
it is not to fall hopelessly far behind China, will be circumscribed by the 
pace of the Chinese program. India is the only potential club member that 
already has a separation plant in addition to the other facilities for manu­
facturing an atomic bomb and it is possibly the only one that has already 
accumulated sufficient fissionable material to make one or two weapons. 
Finally, India's size, strategic position and basic nonaligned posture serve 
to complicate the application of generalized policies. 

It is obvious that India's leaders would enter the nuclear weapons field 
only with great reluctance. Had they followed rather than restrained public 
sentiment, it is likely that they would have opted for a bomb months ago. 
India's time for decision will be limited by the pace of China's nuclear 
weapons program; the faster the pace, the longer it will take India to catch 
up. Tqere may also be--at least theoretically--a point of no return, when 
China's nuclear capabilities so far outstrip those of India as to make a purely 
national effort to catch up appear close to impossible. This point could be a 
decade away if it takes that long for China to develop thermonuclear warheads, 
or it could come--in the Indian view alone perhaps--with China's first opera­
tional MR.BMcapability with fission warheads, possibly as early as 1967. 
Moreover, national defense policy is certain to figure prominently in the 
general election campaign early in 1967 and the government will be under 
pressure, particularly if Communist China by then has detonated a thermonuclear 
device or has made dramatic advances in its development of a missile delivery 
system. 

Events in India over the past several years have combined to strengthen 
Supporters of an independent nuclear capability and weaken anti-bomb elements. 
The Chinese testing program has been and will continue to be the paramount 
factor. But China's menacing posture along the Sino-Indian border, India's 
strained relations with Pakistan, and the Sino-Pakistani rapprochement all have 
served to heighten India's feeling of isolation. The chances that Chinese or 
Pakistani pressure will abate or that the Chinese nuclear weapons program will 
stop short of an operational capability appear remote from New Delhi. From the 
Indian viewpoint, about the only encouraging note in the past two years has 
been the deepening Sino-Soviet rift, but this must be weighed against the lack 
9f meaningful international disarmament progress or assurances, either multi­
lateral or bilateral, of protection against China's nuclear potential. The 
halt of US military assistance in the recent Indo-Pakistani war over Kashmir 
has reinforced those groups who argue for national self-reliance in defense 
matters. In this environment, the appeal of formerly strong moral and ethical 
arguments against an Indian bomb has been waning . 
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The alternatives faced by Indian policy makers could be listed as: 
1) to agree to coexist with China on Chinese terms; 2) to seek nuclear pro­
tection from the US or the USSR or both in some kind of a de facto alliance; 
3) to continue to seek an international disarmament agreement that would 
include Co1llllUllist China; or 4) to develop an independent Indian nuclear weapons 
capability. Indications are that India would prefer the third alternative, but 
if domestic pressures outstrip progress in this direction, it would opt for the 
fourth rather than the first or second. In so doing, however, the decision 
would be essentially political rather than military, not only because India is 
probably already well behind China in weapons development but it is likely to 
remain so for the indefinite future. Moreover, India still would have the 
option of confining its efforts to a token program rather than going for a 
major weapons system if this lesser effort served its political objectives. 

II. India's Assessment of the Poli ti cal Risks 

In weighing the political advantages for India's national security and 
international prestige against the possible penalties to be incurred in opting 
for a bomb, Indian leaders could hardly have failed to notice that "penal ties" 
to date in the case of both France and China have been passive rather than 
active. The US did not help France to develop its nuclear weapons program, 
but neither did it impose major obstacles. The USSR cut off assistance to 
China's nuclear program prior to weapons testing, but this was related to a 
more general deterioration in Sino-Soviet relations and the USSR has subse­
quently taken a hands-off position. India would realize that it would be 
vulnerable to external pressures and it certainly realizes that both the US 
and the USSR are opposed to further nuclear proliferation. At the same time, 
it is well informed about the differences that divide the major nuclear powers 
and hamper agreement between them on disarmament proposals. 

The Indians would probably believe that little damange would be done to 
their relations with the Soviet Union should they opt for an atomic bomb. 
They would reason that the USSR already has a very large investment in India 
in both economic and military assistance, that this investment was based on 
Soviet strategic and political evaluations that are only indirectly related to 
modern weapons systems and therefore are likely to prevail even though Indian 
nuclear policy changes. In any event, the Indians see themselves optimisti­
cally as a long-range counterweight to China and therfore of first rate 
importance to Moscow so long as they preserve their nonaligned position, even 
with a bomb. 

The Indians would be less sure about the US reaction to a change in their 
nuclear policy. They would be sensitive to US capabilities for withholding 
vital economic and military assistance in an effort to prevent further prolif­
eration. They also would be particularly concerned that US assistance (and 
that of other Western countries as well) in their peaceful uses program would 
cease. They would hope, however, first to persuade the US that it was in the 

-SECRET/CoNTROLLEO DISSEM -
STATE DEPARTMENT ONLY 



SKGR:E'f/CONTR6U.E.D DISSRM -
STATE DEPARTMENT ONLY 

- 3 -

free world's interests in Asia that India have nuclear weapons. If they were 
unsuccessful, they might hope, as a fallback position, to obtain certain 
necessary elements for their nuclear program from other sources and to engage 
in some fairly severe belt-tightening until such time as the US pressures 
eased off. They might expect that such pressures would be foreshortened by 
the impact of continued Soviet assistance, and also by the limited nature of 
their nuclear weapons effort. 

The Indian government undoubtedly assumes that if it develops nuclear 
weapons, Pakistan will bend every effort to follow suit. It could try to 
ameliorate the Pakistani reaction, if political conditions warranted, or it 
could simply ignore Karachi's expected reaction on the theory that a meaning­
ful Pakistani nuclear capability was so far off in time that anything might 
happen in the interim. Unless there were some far-reaching improvement in 
Indo-Pakistani relations, India would probably consider the Pakistani effort 
as an unavoidable consequence and it might believe that Pakistan might get 
nuclear weapons from China at some future date regardless of what India did 
or did not do. 

India probably regards its bilateral relations with China as being close 
to rockbottom already. Its fear of China is at the core of many of its diplo­
matic and military policies. In political terms, India would probably feel 
itself in a somewhat stronger position vis a vis China were it to undertake a 
nuclear weapons program and it would probably clearly define the defensive 
nature of its efforts. While it would not expect to gain much credence for 
this line in Peking, it might hope at least to begin upon the process of build­
ing a useful deterrent. Short of direct military pressure, India probably 
calculates that China could mount only limited political counterpressures via 
Pakistan and the Afro-Asian world. 

After taking careful note of the virtual absence of Afro-Asian condemna­
tion of China's initial nuclear detonation, India probably believes that it 
does not have much to fear from this part of the world. It might even hope to 
achieve a certain measure of admiration for its technical accomplishments and 
restore some of the prestige it lost with Nehru's demise and its demonstrated 
weakness in the 1962 border conflict with China. In any case, Afro-Asian 
reaction would not be a decisive factor. 

Finally, a nuclear-armed India might hope to enhance its voice in world 
disarmament circles. It would feel in a far stronger position to advocate 
disarmament measures as a member of the nuclear club than as a non-member. 
it would reason that the mere possession of nuclear weapons did not alter its 
ultimate disarmament objectives. Even though India might feel c:bliged, for 
technical reasons, at some stage of its nuclear weapons development to exercise 
its escape clause options under the partial best ban treaty, it would make 
every effort to explain its position in terms of critical defense requirements 
in the face of continued Chinese testing and it would purposefully keep the 
door open for a wider measure of international disarmament agreement. 
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III. An Evaluation of Proliferation Problems 

A. Relative Strengths 
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in the 20 KT range by 1970. To have any military significance within this time 
frame, India would have to acquire medium or long range jet bombers, and even 
then its ability to hit significant targets in China would be severely con­
strained by Chinese air defenses as well as the distances involved. In con­
trast, the Chinese during this period will be able to produce enough fissionable 
material to continue their testing program and even build up a modest stockpile. 
Most importantly, they are already capable of delivering nuclear weapons in the 
14 (including two jet) medium bombers now in inventory. They are capable of 
producing their own medium jet bombers in the near future (1967-68) and are 
sufficiently well advanced in missile testing to project an MRBM (1,000 n.m.) 
with compatible fission warheads before 1970. Thermonuclear warheads for such 
missiles probably will not be available until sometime after 1970. The geo­
graphic asynmetry between India and China will add to the latter's advantages 
in delivering nuclear bom>s against targets in the subcontinent. It thus seems 
likely that the existing disparity in conventional forces between the two 
largest nations in Asia will continue to prevail in the nuclear weapons field 
as well, even if India made an early decision to develop such weapons. 

India's present military policy is defense oriented and its paramount 
objective is protection of the country's borders. Essentially India is a 
suatus quo nation, and it does not covet additional territory. If its military 
capabilities were sufficient to ensure against the Chinese threat, some future 
Indian government might be tempted to take over a hostile Pakistan. An even 
more remote temptation would be to detach Tibet from Chinese hegemony. Such 
possibilities now appear extremely unlikely, however, and it seems probable 
that limited border conflicts rather than large-scale operations involving 
entire armies will continue to characterize armed conflicts between China and 
India even in the nuclear age. It is significant that one of the main elements 
supporting the present no-bom policy is believed to be the Indian military 
leadership, which is concerned about the effect a bomb program will have on the 
resources remaining to support conventional forces. The outlook of the 
military leaders could, of course, change with the progress of the Chinese 
nuclear program, and they might not only agree but actively pursue some real­
location of resources which gave greater priority to nuclear weapons. 

Goaded by an unfavorable external enviromrent, India might try eventually 
to achieve 100re than a token or modest nuclear force. An ·aggressive Cormnunist 
China moving rapidly toward first class power status and armed with a sophis­
ticated nuclear arsenal would provide a constant prod to the Indian program. 
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Technological developments which made nuclear weapons cheaper and easier to 
build might be another influence. A rapidly developing Pakistani nuclear 
capability or a Sino-Soviet rapprochement are examples of still other factors 
which might push India into a major program. These possibilities would be 
strengthened if the present Congress Party leadership either gave way to 
right-wing elements within the party or if a party split significantly 
increased conservative political strength. 

Given relative strengths and India's military outlook, it seems likely 
that any Indian nuclear force would be designed solely for deterrence, on the 
theory that even a minimum Indian force would add to Chinese risk calculations. 
Its main utility would be political and psychological rather than military, 
since India is no more likely to try to equal Chinese strength in nuclear 
weapons than it has been to make such an effort with conventional weapons. 
India would have no foreseeable incentive to develop an ICBM system, but it 
might be drawn into an MR.BMprogram and proceed to develop thermonuclear 
.weapons sometime in the late 1970 's. We cannot say with assurance that such a 
..program would be a "major" force or whether by this time developments outside 
the subcontinent would categorize even this level of development as "modest." 
In 
eco
,the 

any case, technical limitations 
nomic base will continue to cir

Indian nuclear program. 
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B. The Cost Factor 

India could initiate a token nuclear weapons program without curtail­
ing its present level of conventional forces or its economic development. For 
some $20-30 million a year, India could produce one or two weapons annually. 
For another $20 million a year, it could acquire and operate a fleet of 20 
medium jet boni>ers (assuming costs could be spread out over several years). 
A $50 million annual addition is within India's means (its current defense budget 
is close to $2 billion). 

A considerably larger -- although still modest -- program of some 10-15 
weapons a year and a fleet of 20 heavy jet boni>ers (if obtainable) would raise 
the estimated cost to about $140 million a year. In terms of India's current 
defense budget, these costs would not be insurmountable, but they would have 
an adverse impact on conventional military forces and on the economic develop­
ment program. The costs of producing or purchasing a missile delivery system 
would probably be even greater. Useful cost figures are not available for this 
development or for that of an independent Indian thermonuclear capability. 

Against planned increases in national income of 5-6 percent annually, the 
actual rate during the Third Five-Year Plan (1961-66) was only about 2.5 per­
cent in the first two years and about four percent in the third year. Popula­
tion has increased by nearly 2.5 percent annually, so per capita income has 
hardly advanced at all. What small growth has been achieved has depended upon 
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utilizing more than $1 billion in foreign aid a year, exclusive of PL 480 
assistance. India, since the Chinese attack in 1962, has been devoting nearly 
one-quarter of its budget to defense (as compared with 19 percent for Pakistan, 
25 percent plus for Israel, or 16.6 percent for the UAR). Under the present 
Five-Year Defense Plan (1964-69) the government plans to spend some $10-12 
billion, including $1.4 billion in foreign exchange. Although these plans 
would allow for the expenditure of $140 million or so on a modest nuclear 
weapons program, much would depend on the level of foreign exchange involved. 
Insofar as such a program would represent a net addition rather tl\.an some 
·curtailment of expenditures for conventional forces, it would add to tax 
burdens, reduce the availability of consumer goods, and increase inflationary 
pressures. Barring som unforeseen major spurt in the Indian economy, its 
ability to support R&D costs involved in missile delivery and fusion warheads 
must be rated very low. 

C. The Level of Risks 

1. Nuclear Blackmail: In the sense that many Indians are already 
worried about making concessions to a stronger China even without a specific 
nuclear threat, this factor is even now at work. When the Chinese actually 
have an operational weapons system, the blackmail threat will become far strong­
er. Even a token Indian nuclear force would tend to mitigate the blackmail since 
it would have the effect of uping the ante and giving the Chinese reason to 
believe that they might not escape unharmed should they try to make good on 
their threat. It has been argued that, in proliferating against the wishes of 
the major powers, India would risk diluting their support against Chinese 
blackmail. From the Indian viewpoint, however, the chances for major power 
intervention in small but persistent Chinese thrusts against India's borders 
do not appear good. The Indians probably could not hope to engage great power 
deterrents for the type of progressive erosion of their position that nuclear 
blackmail implies. 

2. Pre-emptive Attack: Translated into Asian terms, this theory 
postulates that China and India, each fearing an attack from the other, would 
use nuclear arms in an effort to wipe out the other's attack capability. The 
relative imbalance of the Chinese and Indian military establishments suggests 
that this kind of act of desperation is a remote possibility. A token Indian 
force could not destroy the Chinese attack capability or even weaken it 
sufficiently to justify the cost of an expected counterattack. The Chinese 
would be restrained by the availability of other means of attacking India's 
small force,by the political costs of using nuclear weapons against a weaker 
opponent, and by the likelihood of provoking US countermeasures. 

3. First-use: The advantages generally ascribed to the first use 
of nuclear weapons would obtain to a limited degree in a China-India confron­
tation, but the disadvantages would be even stronger. If, for example, border 
clashes intensified to the point where both sides were tempted to use nuclear 
weapons, a weaker India would be likely first to appeal for great power 

SEettI1CONIROLLEDDISSEM 
STATE DEPARTMENT ONLY 



-SECRB'f/SONTROLLKQ BISSSM 
STATE DEPARTMENT ONLY 

- 7 -

assistance: to use nuclear weapons against distant and dispersed targets in 
China would invite a catastrophic counterattack and would risk losing great 
power sympathy. A Chinese first use is more possible, particularly if it is 
directed only against India's small nuclear installations and bomber bases. 
Nevertheless, it is again unlikely, because under no foreseeable circumstances 
would the Indians be a sufficient threat to China's borders to cause Peking to 
risk US nuclear retaliation. ,._ 

~s. 

i 4. Accidental war: The accidental war thesis ~ems from the possi­
bility of defective comuand and control systems. Neither China nor India 
would, in fact, be inclined to spend as much money on control systems as the 
major powers. Moreover, the more nuclear weapons that exist, the greater the 
chances for accidental use. On the other hand, the very defects in their 
systems might serve to make both China and India extra-cautious rather than 
more reckless. Neither country has shown itself to be irresponsible in the 
use of military forces. A case in point was the Indian decision not to use 
air power during the 1962 border clash with China. Border incidents are calcu­
lated to achieve certain limited political results, and inadvertent clashes 
have been quickly brought under control. 

~. 5. Escalation: Usually this term refers to the dangers of a general;_:_J 
--,..ar growing out of major power involvement in a limited war situation. This 

situation would probably not obtain in a China-India confrontation to the same 
degree that it would in Europe (e.g. Berlin) or in the case of Chinese aggres­
sion elsewhere in Asia (e.g. Japan, Okinawa, Taiwan). In fact, probably only 
the engagement of US nuclear power at levels which threatened China's survival 
would pose a real danger of general war. Short of this extreme situation, how­
~ver, the dangers would be less since the vital national interests of the US 
and the USSR would be indirectly rather than directly involved, and their 
political objectives in keeping India free of Chinese domination would be 
comple~ntary. 

Both the US and the USSR would continue to be concerned about an armed 
conflict between China and INdia, and this concern would mount sharply if there 
were a likelihood that nuclear exchanges might take place. If India were in 
danger of a major military defeat at Chinese hands, it would most probably ask 
,for major power assistance before it resorted to using its token nuclear 
weapons force for many of the same reasons stated in foregoing paragraphs. 
This would permit a choice of retaliatory methods for use against China, 
,including the option to use only conventional weapons. In the unlikely even-
tuality that China decided to risk US nuclear retaliation by using its own 
nuclear force against India, the Soviet Union would not be inclined to back up 
China at a general war level, unless Conununist China's survival were at issue. 

The foregoing assessment suggests that a number of risks already exist 
potentially or actually because of the Chinese program; they can expect to 
continue and to increase with further Chinese weapons development whether or 
not India has its own nuclear weapons. In these terms the addition of a small 
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lndian nuclear force would represent a marginal net addition to the various 
risks inherent in the spread of nuclear weapons. Insofar as the Indian force 
serves as a psychological deterrent to the Chinese, it represents an addition 
to Free World (and Soviet) assets. Moreover, its existence might serve to 
reduce direct major power involvement in a China-India conflict to some extent; 
a nuclear-armed China in conflict with a conventionally armed India would 
directly engage the credibility of the US deterrent whereas the token Indian 
force, by giving the US force a backup rather than a primary role, might permit 
both major nuclear powers increased room to maneuver. 

IV. The Asian Diffusion Problem 

The only country in Asia that feels itself menaced by Indian power is 
Pakistan. It is generally assumed that if India opts for nuclear weapons, 
Pakistan will also bend every effort to acquire them, either by developing an 
indigenous capability or by obtaining them from another nuclear country. This 
assumption is based upon a projection of recent political trends as well as an 
historical appreciation of underlying Hindu-Moslem antagonisms. Over the 
longer term, Pakistan's acquisition of nuclear weapons could become a serious 
problem, particularly in view of the fact that it could use relatively simple 
delivery methods to attack targets in India. At present, however, Pakistan's 
resources and present nuclear program are so small that it could probably not 
develop its own nuclear deterrent for some years. During the interim the nx>st 
likely source for external help under these circumstances would be Communist 
China. However, until China passes through its present embryonic stage of 
nuclear weapons development, Pakistan could hope for little more than some 
advice and assistance in beginning its own program. The possibility that China 
will give away nuclear weapons before establishing its own stockpiles appears 
remote. China will be subject to many of the same restraints on this score as 
other nuclear powers; it would be reluctant to encourage a nuclear exchange on 
the Asian subcontinent which it could not be sure of containing. Above all, 
it would not want to see a nuclear exchange between India and Pakistan in which 
it might itself become involved. 

Pakistan's options in the nuclear weapons field are more limited than 
India's. Out of emotional pique, or perhaps through miscalculation of what it 
might hope to gain, Pakistan might court open alignment with Communist China. 
Such a course of action would .include a break with the West, at least some 
uncertainty about the validity of Chinese conmitments, and a difficult pursuit 
of anti-Indian policies in the face of a developing Indian nuclear weapons 
program. At a lesser level of risk, Pakistan might seek Chinese assistance 
while maintaining a seni>lance of its old Western ties and muting its defiance 
of India until such time as a Chinese alliance and Pakistan's own weapons 
capabilities 
present m
the West 
attack. 
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The influence exerted by a nuclear-arned India on the policies of other 
nuclear-capable countries in Asia would probably be marginal. Japan and 
Australia would base their national decisions on their assessnents of the 
Chinese menace and other factors in their national security calculations 
especially the US position -- rather than on what India does. Indonesia has 
.~nounced its intention of detonating a nuclear device in advance of any change 
in Indian policy. It seems likely that the further development of the Chinese 
weapons program will intensify some of the problems involved in the US alliance 
system in Asia, but it is questionable that the existence of a token Indian 
nuclear force will have a decisive influence on developments in East or South-
1!ast Asia. Insofar as India was strengthened vis a vis China, the net benefits 
might outweigh the risks. 

The problem of nuclear weapons proliferation in Asia is now greater for 
the US than for the USSR. The potential new club members are either US allies 
or nonaligned countries* whereas, on the Communist side, China has already 
Joined the club and North Korea and North Vietnam are far down the list in 

;Jluclear development. These circ\llilstances and Moscow's own sense of priorities 
have focused Soviet non-proliferation proposals on European rather than on 
Asian problems. In the particular case of India, the Soviets have shown little 
inclination to prevent a nuclear weapons decision. They were not responsive to 
Indian approaches for security guarantees, and the new Kosygin proposal for a 
non-proliferation agreement appears to fall short of what the Indians want by 
way of safeguards against China. It is doubtful that the USSR would attempt to 
prevent India from developing nuclear weapons and might even see some long 
range advantages to its own interests if India did so. In any event, by main­
taining a relatively detached attitude toward the proliferation problem in Asia 
the Soviets are able to conserve their diplomatic leverage and maintain a 
flexible position. 

In this environment, it seems likely that US control problems will con­
tinue to be more complex and difficult than those of the USSR, at least until 
Co1IDnunist China achieves a major weapons capability. Thus the longer prolif­
eration can be prevented or delayed, the longer such control problems can be 
deferred, thereby buying time for political or perhaps technological changes 
that would enhance prospects for a disarmament agreement. For India, these 
issues are a race against time: it is impossible to predict how long domestic 
pressures can be contained in the face of Chinese nuclear progress W1checked 
by international controls. 

* Present estimates list India, Israel, Switzerland, South Africa, the UAR, 
Pakistan, Indonesia, and Sweden as possible candidates for proliferation, 
along with West Germany, Japan and Australia. The listing is based on 
motivation as well as potential or actual capability. A number of other 
technically qualified countries such as Canada are not listed primarily 
because they are not considered to be sufficiently motivated and/or the 
restraints upon them are too strong. 
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V. The Balance Sheet 

All of the dangers--political and psychological as well as military--and 
the mathematical odds that they will increase with proliferation, will also 
obtain in Asia. The nature of the control problem, particularly in terms of 
the passive Soviet attitude, constitutes a continuing rationale for preventing 
or at least delaying the further spread of nuclear weapons. At the same time, 
diffusion of nuclear technology for peaceful purposes will continue to propa­
gate both the knowledge and the physical plant useful for non-peaceful purposes. 
In Asia this environment, coupled with an uncontrolled Chinese Connnunist nuclear 
weapons program, is likely to present special problems, of which the most 
inmediate and unique involves nonalisned India. 

Essentially the issue lies between the net addition to risks involved in 
. a small Indian nuclear force versus the cost of bolstering India's security in 

terms of either multilateral disarmament agreements or bilateral assurances. 
The cost of obtaining a multilateral agreement is beyond the scope of this 
paper except to note that the price of an agreement that included Communist 
China, if obtainable at all, would probably be unacceptable both to the West 
and to the USSR as well. A joint US-USSR assurance to India would mesh with 
t:he latter's nonalignment policy and coincide with US objectives but it would 
require that the USSR side with non-socialist countries against China. For 
the same reason, the Soviet Union would not want to give India a meaningful 
unilateral assurance. And even though the US might consider such an alterna­
tive, from the Indian view a US unilateral assurance would constitute a de 
facto alliance and would seriously undermine its basic nonalignment policy. 
for these reasons, some of the solutions proposed for the European scene by 
way of assurances, treaties or even nuclear sharing may not be acceptable in 
t.he case of India. 

Even the cost of exerting leverage may prove to be higher than warranted 
by the risks involved in an Indian nuclear force. If, for example, Soviet 
passivity on the proliferation issue is not merely a diplomatic stance, but 
is premised upon a strategic appraisal of India's potential utility in balanc­
ing Chinese power, its willingness to assist an Indian weapons program could 
act as a brake on US pressures. The recent history of military assistance 
programs suggests that the Soviets are more willing to supply sophisticated 
equipment than is the West. 

A small Indian nuclear force would not necessarily add seriously to 
existing nuclear dangers in Asia already posed by the Chinese program. Since 
the strength of the major powers seems likely for the foreseeable future to 
be far greater than that of either China or India, their ability to isolate a 
Sino-Indian confrontation would not be impaired. Moreover, the present state 
of the Sino-Soviet relationship and India's continued nonalignment suggest 
that both the US and the USSR could disengage from this type of confrontation 
more easily than they could were their respective European alliances involved. 
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It is possible that an Indian nuclear force might have certain advantages 
insofar as it served to increase the risk element in Chinese calculations and 
to provide a political and psychological buffer between growing Chinese 
nuclear power and the credibility of the US nuclear deterrent. 

A nuclear-armed India is unlikely to change its political objectives; it 
is m:>re likely to view its military arsenal as an aid to those objectives. 
A small Indian nuclear military capability is realistic if it is related to 
political and psychological rather than to military objectives. It is doubt­
ful that such a capability could or would be used for aggressive purposes. 
It would not seriously impair India's conventional military forces nor pose 
impossible burdens upon economic development. Having achieved a token nuclear 
deterrent capability, India would continue to be militarily inferior to China 
and would be concerned about Pakistan's nuclear development. Under these 
circumstances, it would probably continue to search for international agree­
ments that would enhance its security. Indian demands on the major nuclear 
powers for acceding to international agreements that would limit the nuclear 
anus race might even be more feasible than they are now. The dangers in 
disturbing the present nuclear balance implicit in nuclear proliferation could 
conceivably increase rather than decrease pressures for disarmament. The key 
elements in a disarmament agreement would continue to center around the major 
nuclear powers, not the lesser, newer ones. There seems little reason to 
doubt that if the US and the USSR reached an agreement on how to control 
Communist China, India would support it, even at the cost of reducing or 
eliminating its own nuclear arsenal. 
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Subject: Potential of India's Military Production Capability 

In view of forthcoming Presiden.tial discussions with Mrs. Gandhi, 
this paper discusses long-range aspects of India's military production 
capability. 

ABSTRACT 

1. Indian military forces, particularly the Air Force and the Navy, 

have only small amounts of equipment, much of it obsolete and of doubtful 

combat effectiveness. Moreover, present stocks of weapons and equipment 

would melt away quickly under prolonged fighting. 

2. India's present indigenous production meets its defense needs 

only for more simple weapons, e.g. small arms, ammo, mortars, and light 

and medium artillery. Although In<lia has a small but expanding capacity 

to produce some of the components for aircraft, motor vehicles, and communi­

cations equipment, its arned forces still depend on a wide variety of 

foreign sources for most of its heavy or technically sophisticated items. 

3. The improvement, however, in Indian defense production since 

the end of 1962 has been considerable when appraised in terms of a rela­

tively slim industrial base and the country's limited numbers of technically 
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trained managers. Nevertheless, Indian deficiencies in defense production 

remain serious and can be overcome only if sizeable aid from abroad joins 

with a special production drive at home. 

4. The general level of Indian defense output can advance not so 

much by stepping up the production of simple equipment but by increasing 

that of complex i tems--a task placing a heavy call on .i.ts narrow industrial 

base and limited technical and organizational proficiency. 

5. Even if home output of military hardware expands rapidly India 

wi 11 need to obtain abroad increasing amounts of raw materials, technical 

services, components, and machinery.. Not the size so much as the composi­

tion of its in~orts will change if the indigenous output of end products 

is expanded vigorously. India's military forces are thus.bound to remain 

dependent on foreign sources of supply. 

6. The foreign exchange shortage will be an ever-present constraint 

upon India's ability to e:i...-pand munitions output. This shortage will be 

as acute over the next five years as it is now, if not more so. India's 

success in improving the equipment of its armed forces thus remains tied 

to the amplitude of foreign aid. 
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I. MILJTJ\l{Y EOUIPMENT 

A. General Features 

India's supply of weapons and equipment was seriously inadequate and 
becoming increasingly obsolete in the period before the Chinese attack of 
October 1962. Weapons on hand were mostly pre-World War II types left behind 
by the British upon India's independence in 1947. Equipment imports were 
small and home production of arms and ammunition negligible. 

The Indian Government became aware of the Chinese thre.at in the late 19S0's, 
but not until 1962 did it seek to equip adequ~tely the rapidly expanding 
military forces. Home output was stepped up and a growing list of supplies 
was obtained from abroad, notably the Commonwealth, the US and the USSR. The 
GOI entered into a whole series of sale, grant, and lend-lease contracts 
under which equipment deliveries are still being made. 

The present inventory of military· items shows in fact a great reliance 
upon a varied foreign supply. The weaponry that India has may be almost as 
much a reflection of the vagaries of foreign supply as of a careful calculation 
of needs. The non-aligned foreign policy of India is of course one factor in 
the unusual multiplicity of national origin of their military equipment. 

Foreign supply has been especially important in regard to weaponry of 
intermediate and advanced complexity-aircraft for example. The Indians acquired 
what they could lay their hands on in neeotiations with outside countries that 
were timed for political convenience as well as to ireet the needs of the mili­
tary forces. The speed of deliveries was of course outside Indian control. 
This situation is better with respect to simpler weapons, which are largely 
produced at home, but even here the outside provision of many components and 
the availability of foreign exchange for buying raw n~terials has also affected 
heavily the speed of the buildup of equipment stocks after 1962. 

Even if information existed, there would be no value in estimating the 
exact point of obsolescence of different classes of equipment. They will not 
be discarded after their combat utility falls below a certain technical levei, 
but rather when they can be replaced by home or foreign supply. A fresh 
supply being slow and erratic, the average age of equipment in inventory will 
doubtless remain high and so contribute ·to an almost insurmountable maintenance 
problem. 

Particularly lacking h,as been a balance in the equipment held by the 
three military services. HOW can there be anything like balance with outside 
supply so vital and with so many forces, political and others, affecting this 
supply? A new invalance resulted from the equipment losses suffered in 
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hostilities with Pakistan last September; moderately heavy losses occurred 
in some types of materiel (armor and aircraft), light in others, and stocks 
of even some common items almost disappeared, though some. are now being 
replenished from hone factories. Moreover, the pos t-Septernber suspension 
of fresh supplies of military hardware from the US and Commonwealth countries 
is seriously retarding reequipment and restocking of all items due from 
abro~d--another factor outside India's control that reveals the catch-as-catch­
can character of its equipment. 

The following three sections are based upon information obtained from DIA. 

B. Ground Forces 

Table 1 carries information on all ihfantry equipment on hand, save 
simpler weapons, as of August 1, 1965. Both combat iosses and new accretions 
since that date are excluded. 

Four facts stand out. The first is the small quantity of equipment 
avail ab le to an army of more than 900,000 men l1aving responsibilities in 
theaters of operation markedly different in terrain, climate and other relevant 
circumstances. Even divisions favored with equipment must be seriously short. 
Prolonged fighting engaging large nunbers would wear tlown some supplies to 
the vanishing point. 

Almost every type of military equipnent is scarce. There are only 1s·,ooo 
motorcycles and no more than 51 flame throwers. Mortars of different kit1ds 
do not total more than 8,024; and so on throughout almost the entire range 
of the infantry weapons listed in the table. 

The second fact is that home plants produce as of today only few of the 
less simple items used in the ground forces. The table shows, for example, 
that of 15 classes of artillery only four are supplied from India, and in each 
case only in association with equipment provided by one or more foreign 
countries. Only one type of armored vehicle of the 12 listed is Indian and only 
one such vehicle (still experi~ntal) is in Army hands; and so on. 

The indigenous element in Army weapons supply is even smaller if three 
points, discussed later, are kept in mind: Indian products are largely modeled 
on Western designs; they contain many components supplied from abroad; and 
imports of raw material for their hon~ manufacture are important. 

-s-£GRET/NGFOR.SieM""7:lISSEM 
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Table 1. Ground Forces of India: Inventory of Arms and Equipment~ August 1, 1965 

Item Quantity 

Mortars: 2-inch, Mks 2 through 8 (UK & India) 
3-inch, Mks 1 through'.) (UK) 
3-incri on armed carrier, Ford, Mks 1 and 2 (US) 
81-mm (US & India) 
lr .2-inch, Mks 1 and 2 (UK) 
120-mm, Brandt & Tampella (France, w. Germany) 

5,650 
1,133 

18 
527 
303 
393 

Flame 
Throwers: 

M2Al (us) 
Armd carrier, wasp, Mk 1 (us) 

50 
1 

Rkt & Rel: 57-mm, Rel Rifle, M18A1 (OS & India) 
3,5-inch, Rkt Lehr, M20 (us & India) 
106-mm, Rel Rifle, M40Al (us & India) 

297 
2,394 

668 

Artillery: 75-mm, Pack How, MlAl (us & India) 
76-mm, Mt Gun (Yugoslavia) 
25-pdr, Gun How, Mks 1 through 5 (UK,Canada, 
3-7-inch, How, Mks 1 and 2 (UK & India) 
105-mm, Pack How, LlO~L (Italy) 
130-mrn, Gun How (USSR) 
'.).5-inch, Gun How, Mk 2 (UK) 
7 .2-inch, How, Mk 6 (UK) 

& India) 

164 
2 

917 
1+15 

19 / 
~ 

llf8 
18 

6-pdr, 
17-pdr, 
25-pdr, 

AT, Mks 2 throu8h 4 (UK) 
AT, SP, Valentine, Mks 1 and 2 
AT, SP, Sexton (us/UK modified) 

(UK) 
1,073 

47 
66 

40-mm, M, Bantam (Canada) 
40-mm, AA, Bofors (UK, Canada, 
40-mm, AA, SP (UK) . 
3,7-inch, AA, Mk 1 (UK) 

& India) 
58 

1,152 
148 
253 

Armor: Scout Cars (including Ferret, Mks 2 & 3 (llK) 
Armd cars (including Daimler, Mks 1 & 2; Huml>er, Mk.1+;GMI 

Fox l; and Ford Lynx, Mk 3 (TJK) 
Armd Carriers (including Universal, Ford, 'r-1.'.), Mk .l (1JS) 
Lt Tk, Stuart, M3A3 and M5Al; Walker BuJ_ldoe, Mi1l; and 

AMX-13 (US,UK, and France) 

188 
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'l'ab-le .L. Grourni Forcec, of India: Inventory or Arms and l•\1uipment, August l; 1965 

(continued) 

Lt Tk; Amph, PT-76 (USSR) 67~/ 
Med Tk, Sherman, M4 series, and Centurion; Ml~7 (US & UK) 1,405 
Med Tk, Churchill, ~s 7 and 10 (UK) 442 
Med Tk; Vijayanta (India) 1 
Med Tk; Sherman, Bulldozer, ~s 5 and 8 (us) 37 
Med Tk, Sherman, Crab,~ 5 (us) 14-
Med Tk, Churchill, :l3ridgelayer, ~ h (UK) 7 
Med Tk, Valentine, Bridgelayer, ~s 2 and 3 (UK) 11 
Tk Recovery, M32 (us) 34 

Military Motorcycles 18,000 
Transport: ¾-ton Trk (jeep-type) (various) 30,000 

1-ton Trk (various) 30,000 
3-ton Trk (us, UK w. Germany, & India) 45,000 
Tk Transports (us) 337 
Trailers (various) 19,920 

SOURCE: DOD/DIA, Order of Battle Summary, India, l August 1965, p.8,9. 

~/ Total of 170 guns contracted for in February 1965; 16 additional guns to be 
delivered in July-September 1965, 20 in October-December 1965, and remainder 
in 1966-67. . 

£/ Total of 176 purchased to date; remainder to be delivered by May, 1966. 
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The third fact is the great diversity of foreign supply. This diversity 
must present severe problems of training and must also complicate life for 
conunanders who must match men and equipment in moving them from one unit to 
another. 

It must be a serious logistical problem to try to keep in operating order 
the equipment, now largely obsolescent, that comes from so many foreign countries. 
Indian maintenance capability has nevertheless improved the last few years, 
especially in simpler equipment, the more so if home-produced. 

The fourth fact is the antiquity of some of the equipment. Dates of 
production are not known but the type of equipment often shows its age; the 
presence of Sherman tanks is one example. Almost all Indian arn~red units 
are in fact obsolescent. 

C. Naval Forces 

The Navy is a small fleet of over-aged ships, manned by a well-trained 
officer corps, and lacking radar warning and other ancillary equipment. It 
has no submarines, and the aircraft for its one carrier are becoming obsolete. 
Port and drydock facilities are very limited and concentrated primarily at 
Bombay. There is also a motley collection of survey vessels, tugs, supply 
ships, motor launches, and harbor defense vessels. 

Virtually all existing Indian Navy ships were built to standard British 
designs, and were taken over either from the former Royal Indian Navy or sub­
sequently ordered or purchased from the UK. The few exceptions include a 
tanker and six patrol craft built and purchased in 1taly. 

Although three submarine chasers and a net-laying ship have recently 
been constructed in Indian shipyards, they too are basically of British design. 
Most of the smaller combat ships belonr, to postwar classes of British antisub­
marine, escort, and mine warfare types. Tl1e remaining ships of the Navy are 
of prewar design and construction. The combat efficiency of most of the vessels 
is not free of doubt. 

The UK is assisting in the construction of three LEANDER-class destroyers 
and the USSR has contracted to provide four submarines, one depot ship, five 
PCE's, two LST's, and five police patrol boats, as well as naval ammunition 
and spares. The delivery of these vessels will bring down the unusually high 
average age of naval equipment. 

D. Air Forces. 

There were 1,522 planes in inventory at the outbreak of the September 
hostilities with Pakistan. Only 1,185 ·were tactically assigned, however, which 
suggests much less combat serviceability than the larger figure indicates. 
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The distribution of the full inventory was as follows: 

Fighter 335 
Fighter/Bomber 264 
Light bomber 54 
Reconnaissance 16 
Transport 245 
Helicopters 69 
Trainers 452 
Utility transport 84 

Total 1,522 

The large number of trainers is to be noted, as is also that of transports 
and utility transports. The small number of bombers also attracts attention. 
Jet-engined planes came to 810 of the total and prop types to 712. 

The IAF consists of an unwieldy assembly of 37 types derived from six 
countries. Many squadrons are being phased out and the process would be speeded 
up were new arrivals in sight. The long-pending request to the US for advanced 
aircraft is important in any modern_ization program for the Indian Air Force. 

There are no official Indian figures on aircraft losses during the September 
fighting, but the estimate of US intelligence comes to 61, including 20 Hunter 
F-56 fighters and 12 Vampire FB-52's. New output, especially of Gnats, has 
added to the inventory, as has also deliveries from abroad, notably MiG-21's, 
of which the USSR has so far delivered 12 of the 50 pledged. 

The majority of the planes are old and supported by a thin line 
of spare parts. Sizeable quantities of almost all maintenance spares were 
cpnnibalized last September,and the combat serviceability, especially in sustained 
fighting, of all types is not assured. 

Most planes are foreign-produced and even those of home manufacture, such 
as the Gnat, depend heavily on foreign components. 

II. MILITARY PRODUCTION FACILITIES 

World War II witnessed the industrial transformation of India,which became 
one of the major bases for quartermaster-type supplies for Great Britain and her 
allies. Of arms and equipment, however, local production was slight, limited 
largely to light infantry weapons, and heavily dependent on foreign parts and 
materials. It was the Chinese attack of October 1962 that shocked India into 
a serious effort to advance the home production of arms, which has since 
expanded vigorously despite tooling-up and other diffitulties yet to be overcome. 
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The bulk of present-day production is of small arms, mortars, light and 
medium artillery and communications and optical equipment. It takes place in 
the 17 ordnance plants inherited from the British and the eight more built since 
independence. Several additional factories are under construction and dockyards, 
aircraft manufacturing and electronics and communications assembly and manufact­
uring facilities are also beginning to contribute to the expanding flow of 
military goods. 

This section reviews the prLncipal aspects of India's military 
equipment industries. The August 1965 draft of the National Intelligence 
Survey on Manufacturing and Construction (Section 64), supplemented chiefly by 
the FAMPAF of the DIA, is the leading source. 

A. Ground Forces 

Table 2 shows the estimated production for the last three years of the 
leading items of Army materiel. They include in particular small arms, mortars, 
and light artillery; hand grenades, bombs, and land mines; and ammunition for 
weapons up to and including medium artillery. 

The only output in quantity is of light infantry weapons and ammunition. 
Horne supply is basic for meeting Army need of these items. The production of 
selected items of artillery; on the other hand, is small; although India has 
produced artillery up to ard including 5.5-inch gun-howitzers, recent production 
has been restricted to light artillery, including the AA gun, 40-mm, Bofors L-70 
and the pock howitzer, 75-mm. There are also plans for the production of a 
105-mm howitzer and a 155-mrn field gun. 

FAMPAF gives a detailed rundown of the essential facts on each munitions 
plant serving the Army in India. It need not be repeated here, but some general 
characteristics may be pointed out, especially as they are also typical of the 
productive facilities serving the naval and air forces, upon which less data 
exist. 

Machinery is obsolete in many cases. The Gun and Shell factory at Cassipore 
was established in 1801. Some of the machinery at the ammunition factory of 
Kirkee dates back to 1915. The rifle plant at Ichapur started in 1850. And yet 
the newest and most up-to-date machinery is also entering individual plants, some 
alongside worn-out equipment and some supporting entirely new operations. New 
machinery purchased from France was recently installed in the 1942 ordnance 
plant at Kharnaria. All the arms producing machinery set up at Varangaon is 
brand new. The ordnance cable factory at Chanligarh is also entirely new. 

The origin of war-manufacturing machinery is very diverse. The tools and 
equipment of the Hi~h Explosive Factory at Kirkee are British and those of Indian 
Detonators entirely Hungarian. The rifle factory at Ichapur contains equipment 
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Table 2. Indian Output of .A.rmy Mate.riel) Major Items) 1963-65 

Item 1964 

Infantry weapons 
Submachinegun) 9-mm) Sterling 
Rifle) .303 Lee-Enfield 
Rifle, 7.62-mm, Lee-Enfield 
Rifle) 7.62-nun, Ichapur 
Machinegun) 7.62-nun, Bren 
Mortar, 81-rnm 
Recoilless rifle, 57-mm 
Recoilless rifle, 106-rnm 

0 
40,000 

0 
3,000 

0 
0 
0 

150 

50 
0 

20,000 
30,000 

10 
2 
0 

150 

7,000 
0 

85,000 
46,500 

1,000 
17 
70 

150 

Artillery 
Gun, 4-0-mrn) Bofors L-70 
Pack howitzer, 75-rnrn 
Mortar, 120-nun, Brandt 

AA 0 
0 
0 

2 
10 
60 

20 
20 

120 

.Ammunition 
Small arms 
Mortar 
Artillery 

250,000,000 
2,500,000 
1,500,000 

130,000,000 
1,000,000 
1,500,000 

155,000:000 
1,250)000 
1)720,000 

Military 
Truck, 
Truck, 
Truck, 

transport vehicles 
¾-ton (jeep-type) 
1-ton 
3- to 5-ton 

4)000 
4)800 
4)100 

J+)800 
8)600 
6,200 

4)800 
8)800 
8,500 

Armored 
Tank, 

vehiclr:s 
medium, Vickers 0 1 1 

SOURCE: DOD/DIA) FAMPAF, India) November 1965, p. II-L 
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from India ;ind four countries abroad. lndia and nine foreign countries have 
supplied the production equipment of the Avacli plant for tanks. 

Collaboration with foreign firms is conmion. It covers capital supply, 
managerial and technical assistance, use of designs, and the assembly of parts. 
Imperial Chemical industries is in Indian Explosives and Montecatini in 
Dharamsi Morarji Chemical and Explosives. Premier Automobiles is tied to both 
Fiat and Chrysler. Vickers supplies parts, designs, and technical assistance 
to Avadi. The ~ational Instruments Factory produces cameras and binoculars 
with the collaboration of Nippon Kogaku. Bharat Electronics is unusual in 
having collaboration agreements with firms in seven foreign countries. 

Subcontracting among indigenous firms is rare in contrast to the widespread 
assembly in India of parts supplied from all corners of the industrialized 
world. The Jubbulpore plant asserrtiles weapons from Cassipore arid other ordnance 
units. Small privately-owned shops serve Ichapur, while Kirkee is supplied by 
various plants of the ordnance complex. 

Production often falls short of capacity even during the recent perio<l of 
expanding demand. Cassipore turns out 17 81-rrnn mortars with an annual capacity 
of 180. Jubbulpore could turn out almost double the current output of carriages 
for the 75-mm pack howitzer. The output of artillery ammunition of Kirkee does 
not reach a third of capacity. The Cordite factory at Aravankadu is exceptional 
in operating at full capacity. 

Specialization is rare; in general, the older the plant, the.wider its 
range of products. Cassipore produces rifles, ammunition components and 
crawler-type tractors. The output of Jubbulpore includes mortars as well as 
trucks. Nevertheless, few civilian products come from the plants engaged in 
defense output; the chief exception is the industry producing armed vehicles and 
military trucks. The fact that almost all the firms producing military items 
are state-owned and were set up for that type of production alone helps explain 
their disinterest in civilian goods; the vehicles industry is again the chief 
exception. 

The labor force in the typical plant is small. No more than 10,000 work 
at Cassipore and the same number at Ichapur, both at two 10-hour shifts, six 
days a week. The manpower complerrent of Jubbulpore is large at 12,000. Varangson 
is more typical with a work force of only 2,000. The small shop, of course, 
goes with small capitalization. The next section brings out the implications 
of these facts for the expansion of India's facilities. 

_ SECRFT/ND EDBEICN DlSSEM 
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1. Military Explosives 

The output of military explosives (initiators and intermediates) by three 
government plants is insufficient to satisfy present requirements. The domestic 
shortage of explosives has limited the production of ammunition and will continue 
to do so for the immediate future. 

Moreover, India is totally dependent upon imports for 12 items of the 40 raw 
materials needed to. produce the required high explosives and propellants. There 
are also imports offour items to supplement indigenous supply. The "import 
content't of even this common type of military item is therefore not small. 

Plans made in 1963 cnlled £or the establishment 0£ three new ordnance 
factories, but the government soon decided that imports of explosives would cost 
less than building and equipping new plants. The Ministry of Defense has 
therefore 
to help 
both for 

been relying on imports of both finished 
satisfy requirements. The gap still covered 
propellants and high explosives. 

products 
by out

and 
side 

raw 
supply 

materials 
is large 

2. Arms and Ammunition 

The armed forces' program of reequipment after October 1962 was designed to 
replace almost the fuil inventory of arms and equipment. Not only were imports 
of arms and ammunition sharply increased, through purchases and grant aid, 
but steps were also taken to step up inadequate domestic output and move 
vigorously toward weapons standardization. Yet although output has increased 
in recent years, the arms and ammunition industry is not yet capable of 
satisfying India's full requirements. 

Manufacturing of arms and ammo is concentrated in nine government-owred 
plants,while five additional publicly-owned plants produce ammunition components. 
Private industry is limited to the manufacture of components for small arms and 
light artillery, bu.t plans are reportedly under way to procure small arms 
components from thirty small manufacturing shops. 

There is no significant geographic concentration of the arms and ammunition 
industry. Much of the equipment in use in the government plants is antiquated, 
an estimated 80 percent being of pre-World War Ii vintage. Raw material 
requirements, especially for copper, zinc, and lead, are met in part from imports, 
though steel production satisfies present-day needs. 

3. Military Vehicles 

A light tank of British design will be produced at the Avadi Ordnance 
Factory. Output is expected to be at an annual rate of 75 light tanks beginning 
in 1967. A prototype mo~el has already been produced. The manufacture of a 
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modified version of the British Centurion medium tank is also scheduled for early 
manufacture, hopefully reaching an annual rate of 100 units in 1966, but now set 
back with the suspension of UK military aid. Indian capability to mass-produce 
these two types of tanks, however, is not yet assured. 

The medium tanks will initially be assembled from imported and domestically­
produced components, but by 1968 all components are scheduled to be made in India, 
The tank, weighing 37 tons and mounting a 105-mm gun, will come from a new plant, 
the Heavy Vehicle factory in Avadi, completed in 1964 with assistance from Vickers 
Armstrong of the UK. 

Otherwise, India has a small motor vehicle industry that manufactures models 
of foreign passenger cars, jeeps, buses, and trucks up to 5-tons. The industry 
is still dependent upon vital imported components, amounting to 20 to 50 percent 
of the assembled items, although a wide and increasing range of parts is produced 
at home, Present-day military needs for general-purpose vehicles up to 5-ton 
trucks are met by domestic firms. 

4. Miscellaneous 

(a) Optical and photographic equipment 

India produces a limited supply of optical and photographic equipment for 
military use. A number of rapidly-expanding scientific facilities manufactures 
instruments of high quality. These firms could doubtless provide a substantial 
part of the military need for less complex devices in case of a stepped-up 
military demand. • 

Defense requirements for raw film are supplied by the Hindustan Photo Film 
Company. Beginning in 1965 this plant will produce 140 million linear feet of 
raw film with the collaboration of Ets. Cie Bauchet of France. Imports of raw 
film amounted to almost 77 million linear feet in 1963, of which East Germany 
accounted for 64 percent . 

. A wide range of photographic and optical equipment, such as range finders, 
telescopic sights, aerial cameras and telephoto lenses, are supplied through 
imports. 

(b) Telecommunications and electronic equipment 

India produces field telephones and switchboards, teleprinters, and military 
telecom field wire, but not enough to meet military requirements. Two small 
plants have recently started to manufacture teleprinters and military field wire 
under license from foreign companies. 

The supply of radiocommunications equipment used by the military and by 
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other government ministries and departments is only partially met by local 
production. Mobile transmitters, receivers, and transreceivers have been 
purchased from West Germany and the Netherlands, while military assistance from 
the US and UK has included other classes of radio equipment. 

The only radar under production is a target-acquisition type assembled at 
Bharat Electronics under contract with a Swiss firm. The UK and the US have 
supplied early-warning radar units while the USSR is putting up fixed radar 
installations for surface-to-air missiles. 

(c) Chemical Products 

India does not produce chemical, biological, or radiological warfare agents, 
or protection and detection materiel. Indian Army tactical planning does not 
envisage offensive employment of lethal or non-lethal CW-BW agents. 

Limited quantities of smoke and incendiary munitions are manufattured in the 
Indian ordnance system. Incendiary bombs, smoke '6hells of various caliber, and.' 
smoke grenades, bombs, and candles are filled at the Khamaria Factory while 
smoke mortars of various caliber are filled at the ammunition factory at Kirkee. 

(d) Military engineering equipment 

All bridging and stream-crossing equipment presently in use in the Indian 
Army has been imported. However, the Bailey Bridge Class 40, presently in use, 
will be manufactured in India under an agreement with Thomas Storey, Ltd., of 
the United Kingdom. Production i~ expected of six units by 1969. The Krupp­
Mann Class 60 bridge is also scheduled for domestic production of 12 units 
yearly to reach an annual total of 60 by 1969. 

There is also limited output of tractors and bulldozers, road rollers, 
power shovels, towed and motorized scrapers, excavators, and cranes, which are 
supplemented by purchases in Japan, the US, and the UK. 

B. Naval Forces 

The principal combat ships of the Indian Navy were built in the United 
Kingdo~, but India does have the capability to build each year about one small 
auxiliary naval ship and several light naval craft. Production over the past 
few years has been limited, however, to only a few coastal minesweepers and 
seaward defense boats, in addition to a 2,800-ton survey vessel, started in 
1957 and recently completed. Ancillary shipbuilding industries are poorly 
developed, and nearly all components, including much of the ships' steel, are 
imported. 

Of the few naval ships built in India since 1959 the Hindustan Shipyard 
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accounted for the bulk of them. In addition, two submarine chasers of 120 tons 
each were built 
barge at the Ma
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C. Air Forces 

India has a small aircraft industry with a limited capability, but with 
ambitious plans for expansion. Indians have in fact already demonstrated a 
capability to design and produce, in limited numbers, modern airframes, but 
have not been successful, even with limited foreign technical assistance, in 
the design of jet engines. The Indian aircraft industry must therefore rely on 
foreign engines for some years to come. The development of a sound and integrated 
aircraft industry--engines, frames and electronic equipment--may require ten years 
or even more depending in large part of the amount and skill of the foreign 
assistance the Indians receive. 

Ancillary industries necessary to support an expanding aircraft industry 
have not yet been developed, necessitating sizeable imports of raw materials and 
components to support even the modest level of production attained in recent 
years. Nor does India have in adequate quantities more than a few of the special 
raw materials needed to sustain aircraft manufacture on any scale. Aircraft 
engine overhaul facilities are also limited but growing, in part with US aid. 

Hindustan Aircraft Ltd. (HAL) at Bangalore is the principal aircraft plant 
in India with nearly two million square feet of floorspace in the airframe 
section. The plant was designed and built by the US early in World War II and 
was equipped with machinery and equipment from the US and China. The aircraft 
engine division of the HAL plant is only a short distance from the airframe 
manufacturing and overhaul facilities. This division was ~ompleted in 1959 and 
its first engines produced toward the end of 1960. The Kanpur Airframe plant 
is the second producer with an estimated 600,000 square feet of floorspace 
located at Chakeri Airfield. S~ven transports have been produced here since 
operations started in late 1961. 

The Gnat jet fighter and the AVR0-748 light turboprop are being produced 
under license from the United Kingdom. India produces at present three Gnats 
per month with the help of many imported components of critical importance; 
its monthly pro~uction averaged up to 15 when the import of components and spare 
parts was uninterrupted. 

A few "native-designed'': HF-24 jet trainers and a few communications/util.ity 
aircraft also are being produced. Sixty-two of the jet trainers have been 
ordered and are scheduled for completion in late 1967, but further technical 
development of this aircraft is under way and until final decisions are made its 
future rate of output is uncertain. A total of eleven have been produced to 
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date at a rate of one every two months. 

The HJT-16 unative-designed" jet trainer currently is being developed at 
Bangalore with assistance of foreign specialists, The three made so far are 
prototypes only and no production schedule yet exists. 

As a result of negotiations with the USSR, which began in 1962, three 
factories are being set up iri India with Soviet assistance to mahufacture MiG-21 
airframes, jet engines, and electronic components. The beginning of assembly 
work is expected to start in 1966 and full production reached in about four 
years. Since the start of the program, however, there have been delays in plant 
construction because of disagreements as to the model of MiG-21 to be produced 
and the cost of materials to be supplied by the USSR. These problems have 
recently been settled, however, and plant construction is reportedly scheduled 
for completion in this year. 

The Indians have also concluded an agreement with the Soviet Union to 
build a plant for the production of AA-2 ATOLL air-to-air missiles which are 
part of the MiG-21 weapon system. But there is no evidence yet that construction 
has begun. 

III. EXPANSION OF PRODUCTIONFACILITIES 

A. Past Expansion 

Defense output in India has been up strongly since the Chinese attack and 
the rise is not likely to slacken over the next few years. The available 
figures illustrate the force of this expansion. The combined output of the 
full range of India's munitions industries was estimated in 1963/64 as the 
equivalent of $299 miliion, up from $164 million in 1962/63. The GOI's estimate 
for 1964/65 is $379 million, more than double the output two years earlier. 

This rate of expansion is impressively high but the figures are swollen 
for two statistical reasons. Wholesale prices have risen at least 20 percent 
in the period covered. The "real" increase in defense output is thus more modest. 

Moreover, the output figures are gross, not net, that is, they include the 
large imported volume of raw materials and components that enter India's defense 
production. This fact creates the anomalous result that the figures on output 
could get larger by greater imports rather than by a greater productive contri­
bution of the Indian economy. With a greater indigenous turnout of finished 
products in recent years the supply of imports has in fact risen to swell the 
gross value of output. 

The true measure of the growth in India's productive capability would be 
of net value added, that is, the value of the productive contributions of 
Indian labor and c~pital that is added onto the value of imports entering the 

SEGRE!/NO FOREIGN DISS'EM 



,l!JJi:CReT/NO FOREIGN DISSEH 

- 15 -

military production process. India's output has doubtless expanded according 
to this measure, as the data would show did they exist, but not nearly as much 
as the gross figures suggest. 

B. Future Expansion 

The crisis of last September and the suspension of US and Commonwealth aid 
has accelerated the GOI will to increase production capability. There is even 
talk of approaching self-sufficiency in military items. What problems lie ahead? 

There are engineering and organizational problems for each plant and for 
every type of weapon. Two US studies have carefully examined these problems 
for almost the full range of military output: Report of US Defense Production 
Team Mission to India, January 25-March 8, 1963 (Carroll H. Staley) and Defense 
Production in India, March 1964, Arthur D. Little, Inc. Thes·e are "the last 
word" as supplemented by day-to-day experience of the US Military Supply Mission 
ih India. But they do not rule out the utility of some broad observations of an 
economic and financial nature. 

The defense output of India could doubtless rise sharply if it were a 
question only of advancing the production of items already produced. But India's 
need for most of the simpler items is met largely by local output and the big 
task that lies ahead is turning out the more complex items that now come almost 
exclusively from abroad. This task will pl~ce a heavy call upon India's slim 
industrial base and limited technical and organizational proficiency. The task 
is thus qualitative and not only quantitative. 

It is not certain, in fact, that India's defense output will rise in the 
future. Only if expansion in the production of complex items is great enough 
to offset the declines in some simpler types of arms will general output rise. 
There are changes in the composition of output that must be arranged to assure 
an expanding output of the total. India's limited success thus far in moving 
men, technicians and machinery from industry to industry does not guarantee 
such an expansion. 

A notable example of a shrinking output is that of military trucks which if 
present plans are followed will fall off sharply from 1964 through 1968. Other 
examples are the 7.62-mm Ichapur rifle and the 120-mm-mortar, both scheduled to 
be dropped from production. The output of a wide variety of ammunition will also 
go down. Taken together, these items make up no small share of present-day 
defense supply. The composition of defense supply will therefore have to change 
considerably if India is to keep the gains won, not to speak of extending them. 

It is n.ot seriously suggested that India will ever supply itself completely. 
Industrially stronger countries, including the US, make military equipment 
purchases abroad. But even a limited move in the direction of greater self-
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sufficiency will bump into the abiding 
fact restricts India's economic growth 
in the expansion of arms supply. Several 
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1. Raw Materials 

The raw material base of Indian industry is fairly broad but far from 
complete even at present levels of output. Moreover, some items found and 
processed at home are in insufficient quantity. Some of the raw materials not 
found in India, or in short supply, include copper, zinc, antimony, lead, 
nickel, and tin. The expanded import of non-ferrous metals and ferro-alloys 
would in particular be a heavy charge on foreign exchange at the high prices 
prevailing today. There are also net imports of small size of steel, aluminum 
and rubber. 

There is only a thin back-up of raw material stocks at present to fuel a 
growth in manufacturing output. The size and composition of these stocks often 
reflects more closely the administrative vagaries of foreign exchange allocation 
than the rational evolution of production schedules. The result at times is 
costly slowdowns and even breakdowns in the flow of arms production that heavier 
pressure of defense procurement would generalize. 

The basic solution is to set up more balanced and more abundant stockpiling 
within India of strategic materials. Foreign exchange costs are not likely to 
be small at present prices. Moreover, these reserves must be kept at all times 
at an adequate level to keep war production facilities operating without 
interruption. 

2. Components 

Previous pages underscored India's need to draw on parts from abroad in the 
home assembly of end items. As home production rises, the import of components 
will rise correspondingly, and hence another reason £or expecting the levy on 
foreign exchange resources to be sizeable from any step-up in arms output. 

This observation would need qualification were India preparing a greater 
volume of their own components. More and more plants .are in fact in the process 
of phasing out their purchase of components abroad. This process has far to 
go, however, before India can find at home the growing number of components 
needed in the growing output of technologically complex end items. 

Moreover, as the home output of components expands, raw material require­
ments, including those imported, also rise. The growing indigenous production 
of components therefore changes the form of demand for foreign exchange rather 
than its size. 
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3. Capital 

The most obsolete and the most up-to-date machinery stand side-by-side in 
many Indian factories. The indigenous and the foreign also co-exist. The 
foreign facilities, in addition, are from an exceptionally wide array of 
countries, perhaps wider than in any other country. The maintenance in good 
operating order of this ragbag of industrial plant and machinery is a nightmare. 

Productivity would certainly rise upon a decline in the average age of 
India's industrial machinery. The most natural way to rejuvenate its plant would 
be through the steady replacement of obsolete equipment with fresh installations. 
Further gains would be scored in productivity by reducing maintenance headaches 
with more and more plants moving toward the standardization of their capital 
facilities. Thus is envisaged a fresh inflow of capital investment of no small 
magnitude. 

The machine and equipment industries of India are not able at present to 
supply more than a limited amount of the specialized types of machinery needed 
in defense plants. The shortage of machine tools in India--a problem to which 
the US has addressed itself--is one example. A rash of industrial installations 
would therefore raise the amount of capital required from abroad. 

Moreover, the amount of capital needed in India to turn out a rupee of 
military hardware is high. It is high in every country since most modern weapons 
issue from much specialized and complex machinery. The volume of new capital 
in plants producing these weapons must therefore grow as the volume of their 
production expands. 

The average size of the defense plant in India will also have to increase 
if it is to turn out the more advanced weapons. As noted before, small-scale 
organization characterizes Indian manufacturing, few plants employing more than 
10,000 workers at two shifts, even in industries that are characteristically on 
a large scale in other countries, such as mdtor vehicles. 

Experience in the US and Europe indicates that the small unit s~mply cannot 
produce most complex equipment on an economical basis. The mass production of 
sophisticated weaponry typically requires heavily-capitalized, large units. 
The enlargement and thus the greater capitalization of Indian manufacturing 
plants is a prior condition for their entry into the field of advanced weaponry. 

Small size would not be anti-economic were subcontracting widespread, but 
it is only beginning in India. The more typical practice is to produce all of a 
product, even a fairly complex one, under one roof. These handicraft traditions 
would have to go in the field of military supply. 

4. Manpower 

The problems arising from the expansion of the military manufacturing labor 
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force can be solved only to a very small degree by outside contributions even 
though India is severely short of technical help, both advisory and operational. 
This shortage will become more acute as defense output increase. The input of 
technical services in a rupee of military output also rises sharply as advanced 
weapons assume a larger and larger share in this output. 

The Little report points out that strong foreign collaboratidn is absolutely 
essential in any development program of military equipment. The present supply 
of aircraft designers, trained technicians and engineers, and skilled aircraft 
production workers, for example, is adequate only for the design and development 
of an occasional new light aircraft, but to turn out advanced aircraft in 
significant numbers extensive outside help is necessary. 

The value of foreign technical assistance is shown most recently in the 
work of British and American experts since the defense buildup started in 1963. 
Yet they are thinly spread throughout the defense production establishment and 
there even is special resistance in India to increase their number and enlarge 
their authority; this is true in government departments as well as in individual 
manufacturing shops. 

5. Summary 

The foregoing shows .the ways in which a defense buildup would place a 
heavy call on India 1 s limited reserve of foreign exchange. It also shows the 
anomaly of any Indian move toward self-sufficiency in military hardware. Let 
it be assumed that India will soon produce all the military equipment needed by 
its armed forces. The result would be an enormous expansion in t.he need for 
foreign exchange to finance the purchase of the raw materials, parts, machinery, 
and technicians that enter the home ptoduction of military items. Self-sufficiency 
in end items, assuming its feasibility, is therefore bought only by increased 
dependence on things obtained abroad; the import bill changes in composition, 
not size. 

There are too many unknowns to permit an estimate of whether on net balance 
there would be foreign exchange gains or losses were India to move toward military 
equipment self-sufficiency. The prices of many future imports, end items and 
raw materials alike, are simply beyond confident estimating. The change from 
one type of dependence upon abroad to another is nonetheless unmistakeable even 
in the absence of magnitudes. 

C. Foreign Exchange 

The foreign exchange shortage will be an ever-present constraint upon 
whatever expansion program of defense output India sets its sights on. It will 
be possible to estimate the severity of the need for exchange when India puts 
in final form its program of defense expenditures for the Fourth Five-Year Plan. 
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This Plan is now stuck in the morass of many uncertainties, largely an.sing from 
the September conflict, and quantitative analysis must therefore be put off. It 
is enough for policy purposes, however, that India's exchange resources will be 

I . 

as scanty, if not more so, than at present; there is hardly a favorable factor 
in sight. US policy can change its tack if this almost certain expectation 
proves mistaken. 

The basic facts are as follows: 

1. India has been strapped for foreign exchange for two decades. 
International monetary reserves have dropped steadily from almost $2.0 billion 
at the end of 1951 to a little over $500 million at present. 111e passage from 
one exchange crisis to another reflects one underlying chronic crisis. 

2. India's debt service has been going up and will continue upward on 
the likely assumption that it will need to contract new debt. Debt service 
now stands at about $500 million a year, almost equal to exchange holdings and 
reaching about a fifth of annual exchange earntngs from all sources. 

3. Indian exports have little expandability since they inclucle few 
products--and these of little importance--that are likely to be caught up in a 
steep jump of either price or volume. Moreover, some exportable supplies will 
irelt away as the economy enters the pressure cooker of expanding defense spending. 
Rupee devaluation would no doubt boost exchange earnings for a time, though only 
at the expense of intensifying the in~ort demand pent-up for many years. 

4. If India enters hostilities, e.g. with China, it would probably lose 
a portion of the economic aid now passing through the Consortium; a stretch-out 
of debt payirents, however, may replace fresh aid. India could even lose some 
financial support from the IBRD. Not much fall in the recent-year inflow of 
outside aid is necessary to bring it below the year-in, year-out outflow of 
debt rep-ayment. 

5. Belligerent India would also lose a share of the tri_ck le of private 
foreign investment it now receives. This investment could even dry up altogether 
should the cohesion of the beleaguered Indian state come tnto question. 

Thus is established the need for financial help from others if India is to 
supply itself to an increasing degree with the modern arms it needs, whether 
supplied from abroad or made at hon-c with a hi. gh content of imports of goods 
and services. 
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(Lady Jackson) 

Sheraton Commander Hot 
Cambridge 38, s . 

ebruary 23, 1966 

Yir. L. K. J ·a 
Office of the Prime} nist r 
New Deli, lndi 

y dear L .. , 

l have been to ashington and erha sit woul b 
hel tul if 1 passed on some of my im ressions - ly 
please let this remain confidential, otherwice I fear 
the value ;of ny contacts I hav will quickly vani h! 

l would like to begin by saying th t I believ that 
• 1f India can establish a clo e and confident r lationshio 

"7ith the President, , t· -could be vi t 1 for the ole of the 
developin:,,- rld. He eeds in a sense, to be repersuaded • 

• not of the!~ ort nee of international ec n mic aid and 
,cooperation, but of its effectiveness, and if his relat­
', ,ions with the sub.;;conttnent proi,,er, the eff ct will 
-: spill out all over the "South" of our lanet. It will 
, a.lso give India much more lever ge in getting a genuine~ 
-·lY peaceful settlement in S. . A ia - but mor of that 
·_.later. 

The President is now "sho -me" internationalist, 
• • ..,,,mnting results.,: Given this f ct, I think I ow what 

,,,fill make the de est im ession - an l wo 1 al o gues 
• :that, happily, it is al o what India itself would conside 

reasonable and/suitable. It is that th Pr.i e Minister 
•.should y quite simply that sh not com to ask 
·,_favours or special privile , but to talk to the Pree.i.;. 

.ent :about what she thinks India itself can and ill o 
-' :to solve its own pro terns. 

This is not, she might oint o t, ingratitude for 
generous elp. On the contr ry, the th nks are 

artfelt. But tt is realis about the future. he mig t 
hat, as a woman, she feels rofoundly add ly 

opulati n co trol and, a n admini trator, is 
to see that the policy rally gets dolv11 t the 

and the villa<>es. She mi>- t sa.y that t e farming 
outlined by • Subr ani mis her policy nd 

th ov rnment is det to make optimum use 



1r. L.K. J , -~e ruary 23, 1966 .. 2 ... 

of India's farmin~ r sources. in food, in industri l 
raw material-, in exports - and give this first priority 
in public poli•cy. 

he might ad that after the gro~in pains of fifteen 
years of puttin in th ~conomic infrastructure, the ver -

ent knows that India i reaching e more sophi ticat 
phase of development whe.n rigid central planning .ust ti 
way to livel decentraliz tion, to greater:· relianc n th 
mark t, to aximum ff'icien.cy in public nd private enter .. 

ris and t:o greater welcome to {)'en e forei n pr v t 
inve leers er,edi I please! ~tment - no supp t:e She might o 

that i t ,e context of for i, trade, the teps alre 
ta en to make import les ttractive will e com lated 
b export incentives and the total r sul t will be to :);•· 
the rup e a more r ali,stic e change rate. 

In sue a ,con.text of opulatio policy, gri ltur 
and decentralization, I think it would be very hel. ful 
if the rime tinister coul share with t e Preside t h.r 
e perience of the frustrat:io s an op ortunities of ru::. • 
a continental, ~-der l democracy. Th ..y are the onlyf ;we 

wort leaders face with such proble and ince the· re i­
dent is fascinated by the politita.1 process a such, .this· 
theme would not onl be int resting in itself. l woult'i • • 
also create an opportunity for discussing the limitatio ..: 
pl ce on Indian policy ma ing by toug regional pres ures, 
by entrenched interests, by conservative. tr ditions, by 
radical imp tience, by t .~ Whole sa11rut of re po.nses th t 
have to be received faom an electorate &hi.ch is alread· 
larger than America's total population nd contained 
within a feder l system in which les_s power lies a tr}e 
centre t an in as i.ngton. 

And this in turn is anhelpful contex.t for the fore:..gn 
issues. Ayub m de an ex ellent im. ression by sking or 
nothin and spea in fran· ly. He kno s • because he has 
been told - that America eannot secure i his ptim 
claim over Kashmir. He al o ltnows that merice. s es 
• .is view t, at 1 t is enuine, perhaps the enuin ., ~ 
lem b tween the to countries. 

ave ..ot found a.nyone in ashington w:ho thin c 
that t e rime .inister can do anything very far reach ~ 
before th 1967 elections. hat is hoped for i stro P 

reaffirmation of T sh ent (the U.S. Govern ent inci ent lly 
is delighted to have ara.llel policy wit u sia a 
readi e·s for long-ter reconciliation, no refusal ow t 
.. ee Kash ir figure on. s•orne ultimate agenda and perh pe 
some liv ly ideas about greater Indo-Pak economic coop r­
ation. - Brahm putr waters, coordin ted pla.ning, even 

g ner lid .a of an ultimate economic ssoeiation of ro 

ind. 

https://ff'icien.cy
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On Vietnam, of course, the Americans would like a 
esture of understan ing that they are not ·mperi list 

and are really concerned only ith discouraging the use 
o violence in so-called 0 tars of Liberation". This is 
why they hope for, say, some ambulances. But short of 
gestures, I think India's read nes to take the Chine e 
threat serioisly will be a great elp. And.· if I may add 
a word of IDYiown - this i not information but onl hunch .. 
I think -if ndia could do some thinking ) abouts p rt 
for a genuin intern tional olicing of a return to the 
1954 Geneva a reements ad b) bout th tfU t'on wheth r 
Indian troops might not have some Congo-like part to 
p\,ay, it would ereatly ncourage the tre d toward the 
belief that America is. as it were, a "sta.nd-inn in 

outh East Asia for a not yet existant international 
security system and will get out, thankfully, the moment 
such a force exists. Enough security forces in blue b r .t 
to oversee an election in out Vietnam, enough engineers 
in blue berets on the Me ong River scheme to swamp the 
area with an international "presence" would enable the 
Americans to achieve a longed-for withdrawal without. 
handing the area over solely to Comtm.mists and Chinese . 

. ' .• 

One last point on th foreign side - any In ian deci­
sion to help both thesu porting the non- roliferation of 
nuclear weapons and in lirniti g defense exp nditure wold 
encourage America to s ell out uarantees - p sibly in . 
cone rt with Russi? 

ow, you may ask, what is the likely American tes .. 
ponse to a clear an.d direct tatement of Indian purpos s? 
Well, I don't think poli y has 0 jelled 0 yet because the 
President wants just such a personal di logue as lies head 
to begin before major decisions are tak n. But I sens t e 
following direction: 1) A quick restoration of th old vel 
of aid but with maximum emphasis on programme a·d an<J 
balance of payments su ort to get the economy movin • 
towards a higher utilization of capacity. 2) If this h e 
of, say, 18 months begins to show ela , then a move to· 
secure a doubling of aid (from 11 Consortium countries 
in order to accelerate the moment . The f ct that West 
Pakistan with at least twice India' per cap ta ai h 
made something of a breakthrough is realized as a hopeful 
portent and l t ink this doo.--of doubled id - is very 
nearly open. 

I know B.K. does not wholly lgree nd is inclined to 
say tat since there is little sign of it, perhaps no aid 
would be better. whatever the cost. Unhappily someone in 
Delhi said the same thing to Jack Valenti an there is a 
spot of confusion over this. But I feel this is too p ssi­
mistic 1) because the doubling programme is being seriously 
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co1sidered and 2) ecau if mutually satltfactory, 
sustained and ad qu te assistance and investment 
prog me cannot b work d out between Ame ica and India, 
then 11 larger hopes of building a coop.rative world 
econo y must be abandoned. And I don't think lam alone 
in fearing th~such an outco means not nly starv t· o 
and misery in the short run but ultimat ly th near­
certainty of atomic destruction. And not cou tries 
cant e ucn a risk. 

I do hope all goes well. I shall be thinki of 
you and praying for your goo fortune. 

Yours affectionately, 

(Lad J ck.son) 
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