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1. Indian wheat stocks. Discrepancy resolved. USDA says Indian 
wheat stocks held by state and central govermnents in mid-September 
were 1. 3 million tons and are expected still to be at that level at the end 
of November. Figuring monthly offtake of 450-500, 000 tons, that 1s 2-3 
month supply. The figure Farr gave you represents Federal government 
stocks only. This is probably a fairer figure to use vis-a-vis our PL 480 
sthipments, since we 1re replenishing only central goverrunent stocks. 
However, it 1s misleading if we represent that as all the food available to 
meet Indian shortages. So we don't want to overplay the low figure lest 
we seem to be "crying wolf. 11 

2. Indian approaches on food. Indians have stopped going to USDA 
working level because they know delays aren't technical, but both 
Bothalingham and S. K. Patil both hit Freeman. Boothalingham also hit 
Mann and Gaud. Patil hit Rusk d the Vice President. So there 1s been 
no dearth of high-level asking. Middle level demarches include Kaul-Guhan 
to Handley and Farr. Working--level, contacts with AID mention the prob-
lem almost daily. 
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1 Friday. OctobeL 22.~65 • • 
dr.::.o~k,_F_w_EN_fillllr'l...,L---._9:45 a. m. c__,,;r ~ .of$!p,c, ,·, 

MEMORANDUM TO THE PRESIDENT ~. _;/:) ~ , ! 
\J - ~vJt. 

SUBJECT: The Indian Food Pipeline •'1 () 

1. Thi• le the only matter ln the foreign field which require• 
decision over the coming weelte"O.d. We authorized a one-month 
extension last September 23, and by Monday at the latest we 
should authorize negotiations foT another month i£ we do not want 
to run the risk of a break ln the pipeline. I have reviewed thl• 
matter with Dean Rusk, Clark Clifford. and Arthur Dean: they 
all believe strongly that a one-month extenaion is the beat 
arrangement. It la more and more clear that Sba•trl l• coming 
if you want him in December or January. and we are also begbmbg 
to get to the Indian• with the mesaage that their agricultural 
performance la weak. They are on notice to respond to thle 
challenge. Until they do. month-to ...mouth action make• good 
sense. (See Phil Potter atory in the Baltimore Sun ,wi.erday 
morning, Tab A). But none ot u aee • any point ill leldng the 
pipeline break. ao I would like to authorise Komer to give the areea 
light an MODday morabag (but aot before). 

McG. B. 

One-mouth extennoa approved ----
Dlaapproved ____ _ 

DECLASSlFIED 

Authority t'i(', 1 ~ .l:S:fl? /n~ 
Bv~. NARA, Date '3·3~D':J' 



RWK: October 20, 1965 

The best way to outline reasonable conditions for a normal 
Indian PL 480 agreement is to describe what we had in mind last 
Jwie. We'd have to lower the targets now because the war and our 
aid freeze have forced the GOI to reallocate its scant foreign exchange, 
so it might not be able to meet requirements that seemed reasonable 
in June. No one in Washington has enough dope to make an intelligent.: 
downward revision; we 1d have to ask the embassy. But this gives a 
good idea of continuing problem areas: 

1. Highest priority for food production in Fourth Plan. We 
want some general commitment that big defense spending won 1t push 
food down the priority scale with us continuing to fill the gap. 

2. Increased fertilizer production and imports are essential 
if India is going to come close to meeting its own food requirements. 
Critics of our PL 480 policy say the Indians have fallen woefully short 
of their own Third Plan targets because US food let them relax. USDA 
says available plant nutrients must increase five times (from 900, 000 
MT in 1964-65 to 4. 5 million MT) by 1970-71 if India is to meet food targets. 

a. Nitrogen production. USDA recommended in June that 
we require the GOI within 6 months to start building plants capable of 
producing 400,000 MT. USDA 1s idea was to add similar additional 
requirements to later agreements. State/ AID didn 1t want to be that 
precise and thought we should simply ask GOI to encourage foreign 
private investment in fertilizer plants. But obviously we have to get 
some movement here. 

b. Nitrogen imports. Since it takes 5 years or more to get 
nitrogen plants producing. USDA and State wanted GOI during US FY66 to 
import at least 350, 000 MT. (This would have required foreign exchange 
that may now have been diverted to purchases our aid would have covered.} 
We would also have required GOI to make this available to farmers at 
prices that would encourage use. That would probably have necessitated 
improving the fertilizer distribution system. 

3. Incentive price program should expand 
by assuring that prices stay at profitable levels. 
and we want to maintain momentum. 

to 
This 

encourage 
is a new 

production 
program, 

D1:'CLr ':S',..tEl) 
[.( ... 1:.-1 ...\ .. ,_ .. ,-\,, ~ ,1 ~ENTIAL 
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4. Buffer stocks. To provide reserves needed in emergencies 
and to quell inflation, we had planned to require GOI to increase its 
wheat and rice stocks to at least 2. 5 million tons by 30 June 1966. This 
year's crop isn't very good, and the flow of food imports has been 
uncertain. So we'd have to take another look at the figure, but GOI 
agrees the goal is important. 

5. Zonal controls and rationing. Subramaniam admits controls 
that keep food from moving in response to demand distort prices and 
create unnecessary local shortages. He would cut--and we should urge 
him--these and gradually remove emergency rationing when supplies 
permitted. 

6. Generally we would encourage work to improve credit £or 
agricultural producers, seed, extension work, etc. 

In June, AID/State/USDA decided to include in the agreement 
only requirements on high priority £or food production, buffer stocks, 
incentive pri ce program and nitrogen imports. They planned to push 
the other requirements in discussions but not to write them in. 

When India gets back to more-or--less normal economic life, 
it will still make sense to talk about these conditions with revised figures. 
However, State (Sober) doubts we'll get much until we resume commodity 
aid because the GO! now has to divide foreign exchange between food 
and imports to keep factories going, so it can't do much but subsist. 

7./. 
HHS 
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SECR:E'r 

WARFARE AGGRAVATES INDIAN FOOD SHORTAGES 

India's three-week war with Pakistan has 
worsened its chronically serious food supply prob­
lem. In the year which ended on 30 June, when 
both production and importation of food grains 
reached record highs, India's per capita food­
grain consumption was still at about the low 
1960 level because of continuing population growth. 
Inadequate monsoon rains make it clear that last 
fall's bumper harvest is unlikely to be repeated 
in 1965. Even before the fighting broke out, the 
government had not resolved the distribution prob­
lems which accentuated the shortages in food-def­
icit states, and military demands on the Indian 
transportation network caused further disruption. 
A renewed and prolonged conflict could bring famine 
to many parts of the country. In any event, all 
indications are that population increases will con­
tinue to outstrip production gains, and that food 
grains will remain in short supply for at least 
the next several years. 

Background 

Food grains are the princi­
pal agricultural crops in India 
and account for about 84 percent 
of the total cultivated area. 
Agriculture itself is the most 
important sector of the Indian 
economy, contributing almost half 
of the national income and some 
40 percent of the exports, and 
directly supporting roughly three­
quarters of the population. 

India's agricultural require­
ments are enormous. The country's 
population of 484 million is grow­
ing by about 2.4 percent a year, 
or over 11 million people. Two 
million additional tons of food 
grain annually are required just 
to maintain current consumption 
levels averaging only about 14 
ounces a day per person. Unless 
curbed, the population will reach 
one billion by the year 2000. The 

Food and Agricultural Organiza­
tion (FAO) of the UN reports 
that one in every 4 persons in 
India now is underfed and that 
India would need to increase 
food-grain production by about 
50 million tons to a total of 
136 million tons over the next 
five years (as compared with an 
increase of only 8 million tons 
over the past five years) to 
meet minimum nutrition re­
quirements. 

The In=ian third five-year 
plan (1961-66) envisaged signif­
icant agricultural improyements, 
but is falling far short of its 
original goal of 100 million 
tons of annual food-grain produc­
tion by next April. The ~ov­
ernment had hoped to increase 
agricultural production by about 
30 percent through a program that 
included increased irrigation, 
a fivefold increase in fertilizer 

~ltrJP· 
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consumption, and a comprehensive 
mechanization program. 

However, agriculture had 
a lower priority than did indus­
try during this period, and basic 
production problems remain es­
sentially unsolved. These in­
clude: overcrowding on the land, 
primitive farm techniques, un­
certain rainfall, low per-acre 
fertilizer utilization rates 
(2.2 pounds per acre of agricul­
tural land, compared with about 
200 pounds in Japan), inadequate 
credit facilities, and unsatis­
factory schemes for essential 
supplies of seeds, fertilizer, 
cement, improved implements, and 
insecticides. 

Food-grain production stag­
nated at about 80 million tons 
annually between 1960 and 1964 
(see Figure 1). Even the 87.6-
million-ton bumper crop produced 
in the agriculture year which 
ended on 30 June 1965 was less 
per capita than in 1960. The 
outlook for further substantial 
improvement this year is dim. 
The crop being harvested in Sep­
tember has suffered from irregu­
lar monsoon rains, and even the 
reduced target of 92 million tons 
now seems overambitious. 

Imports 

Because of inadequate pro­
duction, India is dependent on 
imported food grains to maintain 
consumption levels (see Figure 2~ 
Over 90 percent of these imports 
come from the US, which since 

1948 has provided India with 
almost $3 billion in surplus 
commodity aid, primarily under 
PL 480. During the 1964-65 
season the US supplied India 
with a record 7 million tons of 
food grains. 

During 1965-66, India is 
planning to import 6 million 
tons of wheat and 300,000 tons 
of rice from the US. Although 
no formal agreement has yet been 
concluded, the US has released 
supplementary funds of $58 
million for one million tons of 
wheat pending the signing of a 
new agreement. 

India's industrial per­
formance has been indirectly 
affected. The necessity to im­
port food and fertilizer con­
tributes substantially to India's 
acute shortage of foreign ex­
change reserves, which are at 
an all-time low. The raw mate­
rial and maintenance imports re­
quired by industry have had to 
be curtailed. 

Distribution Problems 

India's most immediate 
food problem is the lnequitable 
distribution of the available 
food grains among the states. 
Under the constitution, the 
state governments are primarily 
responsible for food policies. 
They have cooperated poorly with 
the central government in its 
efforts to establish an effect-
ive national food policy. Food­
deficit states frequently overstate 

~ 
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Figure 2 

INDIA Food Grain and Availability Production 
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their deficits. The food-surplus 
states are not willing to share 
equally the hardships of the food­
deficit states, and understate 
their surpluses. (See Map) 

The central government's 
buffer stocks have proven in­
adequate largely because the sur­
plus states have not fulfilled 
what was expected of them. The 
deficit states have then made 
demands on imports and prevented 
the government from building up 
stocks trom abroad; The amount 
of food grains distributed from 
central stocks averaged 4.3 mil­
lion tons between 1960-61 and 
1962-63 but was nearly double 
that during the past two agricul­
tural years. 

Although the central govern­
ment now is distributing more 
grains than ever before, this 
amount is still less than 10 per­
cent of production and barely ex­
ceeds imports--not nearly enough 
to stabilize prices. 

High Prices and Shortages 

During the past two years 
most parts of India, including 
food-surplus states, have been 
affected by high prices and 
shortages of food grain at one 
time or another. The annual 
wholesale price index rose by 19 
percent during 1964, the food 
component going up by 23 percent. 
Although food prices eased a bit 
during the first three months 
of 1965, they were again rising 
even before the fighting with 

~T 

Pakistan added a new inflation­
ary pressure. In recent weeks 
rice prices have exceeded the 
ceilings fixed by the state gov­
ernments in several areas, and 
there has also been a sharp in­
crease in the price of wheat in 
various areas. 

Food prices have risen under 
pressure of increased demand on 
reduced market supplies. over 
10 percent fewer food grains 
were marketed in India during the 
first six months of 1965 than 
in the same period in 1964, 
largely because farmers withheld 
an estimated 40 percent of the 
marketable surplus. 

When food prices are dis­
proportionately high, the poorer 
farmers tend to sell less grain 
since the lower sales still 
yield the needed funds for their 
other requirements. In addition, 
higher prices have given wealth­
ier farmers, who grow most of 
the food marketed in India, more 
resources to hold on to a larger 
part of their crops in the ex­
pectation of even higher prices. 
At the same time, price controls 
have reduced the incentive to 
bring their stocks to market. 
Efforts by the Congress Party 
government in New Delhi to smoke 
out hoards are often frustrated 
by the financial dependence of 
local Congress bosses on food­
grain profiteers. 

Plans and Actions 

In its efforts to avoid 
future shortages, the government 
has both increased the priority 

Approved Fo7Re1eas~~0027o~f~~1NLJ:03~~d'24~-3-6 
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given agriculture in its Fourth 
Five-Year Plan (1966-1971) and 
taken steps to improve the dis­
tribution of such supplies as 
are available under present con­
ditions. 

Under the Fourth Plan, al­
locations for agriculture and 
items that directly benefit 
a'griculture make up $9.2 billion, 
or about 20 percent of the total 
planned investment in all sectors. 
This is more than twice the allo­
cation in the Third Plan. Direct 
expenditures of $5 billion are 
planned on agriculture. The tar­
get is to increase production 
by 5 percent a year, so that the 
annual production of foodgrains 
by 1971 will reach 125 million 
tons, and allow actual consump~ 
tion per person to rise. 

Although such a target now 
seems unrealistic, recent actions 
show the government's awareness 
of the need for corrective steps. 
When New Delhi increased many im­
port and excise duties last sum­
mer, fertilizer was permitted 
free entry, and a low statutory 
import rate was granted agricul­
tural machinery and light diesel 
oil which is used primarily as 
a fuel for agricultural irriga­
tion pumps. 

In August, before the Kash­
mir skirmishing had grown into 
an open conflict with Pakistan, 
the Shastri government adopted 
a comprehensive food policy in 
an effort to control high prices 
and local shortages of grain. 

Its principal feature provided for 
the introduction of food-grain 
rationing within the next three 
or four months in the eight 
cities with over one million 
population. Eventually ration-
ing was to be extended to all 
urban areas with a population over 
100,000, but the government set 
no dates for implementation, 
beyond indicating that it would 
probably take longer than 15 
months. 

In fact, rationing has now 
been extended to all these cities 
because of the war. The average 
daily ration is 12 ounces of 
food grain per person--two ounces 
less than the present average con­
sumption--plus an additional 10 
percent for manual workers. 

The new policy also provides 
for the central government to de­
termine the surplus or deficit 
quotas of wheat and rice in each 
state, but leaving the method of 
procurement to the individual 
states. In addition, the central 
government will continue to es­
tablish producer support prices 
(first adopted in late 1964) 
and food-grain ceiling prices at 
the wholesale and retail levels. 
Any state can be exempted from 
enforcing these ceilings if it 
faces administrative or other 
difficulties. Single-state food­
grain zones, with existing strict 
interstate marketing controls, 
will be continued. 

Prospects for successful 
implementation of these measures 
are poor, because India does 

SECRET 
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not have the necessary enforce­
ment machinery for an effective 
procurement and distribution pro­
gram. The rationing program 
cannot succeed without a higher 
degree of cooperation from local 
officials than has prevailed so 
far. Even New Delhi's earlier 
more limited price stabilization 
measures faltered because of in­
adequate stocks. The problem of 
equitable distribution of grain 
is likely to remain even if the 
government manages to keep food 
grain 
tion 

production up with popula­
growth. 

Impact of War 

At least for the immediate 
future, the war with Pakistan 
greatly darkens the picture. Its 
continuation would threaten fam­
ine in many areas of India. Grain 
distribution to food deficit areas 
has already been further restricted 
as priority military require­
ments cause transportation dif­
ficulties. Low ration quotas 
have been reduced further. In 

* * 

Calcutta, individual quotas 
have been cut from 12 ounces 
of .food grains per day to 10 
ounces. 

Even if additional iu,ports 
were available, Indian port 
and dock facilities lack the 
capacity to handle grain im­
ports much above last year's 
record level of 7 million tons, 
without allowing for possible 
war-related demands. 

Just as the Chinese attack 
in 1962 caused a major reassessment 
of India's international orienta­
tion, adjustments in domestic 
policy impelled by the recent mili­
tary action will have a far-reach­
ing impact which can scarcely 
avoid touching agricultural plans. 
As last year's food riots showed, 
India's food consumption margin 
is so small that any disruption 
in supply or a rapid rise of prices 
carries the seeds of civil dis­
order. The war has reduced the 
chances of widening ~for 
some time to come. ---- 25X1 
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To The Secretary _R it4,:.o.st,I 

Throui_:;h: s/s SEP16 1965 J1~! 

From Ilffi - Thomas L. IIuc;he s 1116 130\ 
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_e,.
SUbject: The Indian Food Situation _u lt 

_m J1 

The Indian food situation, difficult in the best of times, is being subjected ;:;k 
.:. 11 fl ,, 

to ii.u·thcr str:tins by the present Indo-Pakistan conflict. On September 16, the 

~~dgcncies of :t w:u·time situation forced the ::mnow10cmont of a reduction in food 

l':l.tions in West Bengal from 13 to 10 ounces of rice daily. India weathered a 

severe food crisis only last year, and next year's crop is likely to be down from 

this year's record crop. 

The Short Run. Over the next few months the actual amount of food 

available to India either as standins crops or at dockside cannot be greatly 

altered; the critical factors will be distribution and public morale. The 

reduction in the rations in Bengal was reportedly the result of a transportation 

shortac;e occasioned by military requirements. The inadequate Indian 

transportation system is being sorely taxed, and offloading facilities in 

ports may also be subject to temporary diversions. Thus the mere presence of 

food in India will not necessarily ensure that it is available where and when 

it is most needed. 

Public confidence in the food situation was shaky even before the 

outbreak of hostilities. Now it has been weakened by fears of dislocations 

G"'"'.'FJP~ 
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rcsultinc from the wartime situo.tion o.nd -- to a lesser extent prob~bly -- by 

uncertainty over the continued availability of US PL 41.30supplies. The Indian 

public i~ re~ortedly already ensaGed in hoarding, price rises have been reported, 

arid speculators are active. In addition, the administrative machinery of the 

country is facing additional wartime tasl<s and its ability to cope satisfactorily 

with the food problem will be impaired. There is every reason to believe that 

there will be food shortae;es and price rises on the scale of those which have 

occasioned food riots in India in the past, at least in some areas. 

Nevertheless, we believe that for the next few months the Indian public 

will accept an adverse food situation with relatively little protest. A wave 

of patriotic enthusiasm -- similar to that of 1962 -- dominates the Indian 

scene. The c;overnment should be able to appeal effectively to the people to 

accept wartime hardships, especially if exemplary punishment is meted out to 

conspicuous hoarders and speculators. The agitators who have fomented rioting 

in past food crises will be cracked down on sharply by the government and in 

any event would probably be unwilling to run against the tide of popular 

senti.rnent. There is also still almost a million tons of PL 48o grain in the 

pipeline, due to arrive between now and late November. Finally, in the short 

time span involved, the cumulative effect of shortages will probably not be 

felt too intensely; this s1.unmer's crop will reach the market in October, and 

the expectation of improvement once hostilities are over will ameliorate 

discontent . On the whole, then, the food problem will probably not severely 

affect the Indian war effort for the next several months and in any case, 

adequate food will almost certainly be available for the fichting forces. 
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In the L-.")11,~crRun. Should the wa.r end fo.:lrlz_ E.9~, the effects ln the 

lon,,;cr run nf wnrti111c fooJ. 1_1ro1Jlemc r:hou.l.d not be too :Jcvcrc. Probleino will 

ccrto.lnly exi.st: The effects of a mculocre harvest, difficulties in 

reho.bilitatinc; the transportation system, and some delays 

in the availability of grain imports. These are the kinds of problems with 

which the Indian eovernroent has dealt in the past, however, and the discontent 

can probably be kept within managealie bounds. If the war drags on, however, 

the picture could be quite different . The Indian government reportedly 

estimates that the food situation could become difficult about December 

because of distribution and control problems. Patriotic sentiment may also 

uecin to lag by then and discontent could r.i.ount . The transportation system 

would be in daneer of collapse and distribution could become so erratic that 

severe hunger in chronic food deficit o.reas such as West Bengal would be 

widespread. In this situation, India's dependence on food imports including 

PL 480 would be critical. Should this source of supply dwindle, the 

psycholoc;ical impact would be immense, stimulating further hoarding and 

price rises. 

The likelihood of violent protests would then rise sharply. The danger 

of violence would doubtles;; be sreatest in West Bengal, a politically volatile 

sto.te where ine:-:i.ories of the great famine of 1943 still linger. Throughout 

India, however, unrest would be !)robable. Actual fai11ine is unlikely even 

in deficit areas, but failure of the Indian eoverr:u'!1.ent either to provide 

satisfactory food rations or sufficiently to justify shortages in terms of 

the war effort, would pose significant problems of law and order -- especially 

with the army committed elsevhere -- and could threaten the stability of 

the Shastri covernrnent. 
S~/HO FOREIGN DISSEM 
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SP 
SAH We much concerned over groundless allegations 11.J1iruUu diPIMO••MDM 

EUR in 
~/Indian press that US using PL 480 food as instrument ofp 

USIA pressure for Kashmir settlement. We shall use following points on 
NSC 
INR background basis to counter these allegations. Request you do likewise. 
CIA 

1. Latest Indian annual agreement under PL 480 was to expireNSA 
DOD 30 Junel965, and first two-month extension was signed in July, both
AID 
E well before recent extensive Pak/Indian fighting began. 
AGR 

2. Basic reason why US has not yet made another full year's 

(or longer) PL 480 agreement with India, but is instead extending 

agreement for brief periods, is US concern over India's own agricultural 

plans. For some time now US officials have become increasingly concerned 

over India's difficulty in c■ twbg coming to grips with its great 

agricultural deficit. Some experts even claim that India has used 
y-

massive PL 480 availabilities as crutch to avoid facing up to this 

growing problem. 
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3. Unless more effective steps are taken to increase agricultural 

production and control popul•t 1on growth, food needs in India will in years 

ahead be beyond our capacity t~ meet. We want be sure PL 480 program docs 

not operate as crutch in I dian a ricultural situation ra er than stir.,u ;tting 

efforts needed to bring about ~h~rp increases in Indian agricultural production. 

Against background these co cern~, USG has felt there must be grcat~r self-help 

on India's part to complement .::i:iy new longer term US PL 481) agro.ement. For 

example, India badly needs t0 : ·1Lrease its fertilizer producti.on several fold. 

4. There ave been enc;n:r·,::ing signs that IndVm plann -rs and Agriculture 

Minister Subrarua· iam are fully aware these problems and <"qually anxious for 

agricultura} ref•)rm, !lowPver, we do not yet '1ave new Inclian 5 Year Plan wrich 

will provid. be· t :udex India's lonper tPnas plans. t-foreuver, fi.ghting which 

recently bro e out- on subcontinent se~11,s to have made :f.t difficult for GOI 

proceed with own lan,ing on previous Bchedule. 

5. Until all • e matters have beP.n sorted out. US has h •:.!r. proceeding 
arrangements 

on basis of series .,. terim short term ~tn orc,.e • continue be 

in position assu est a y flow of c0mmodities co ln~ia, ln ~o dotng, US is 

making sure nobody goes hu· gry. :,n,eat s'"lj '()me,1t • .:iv~ prN'""edi.ng normally under 

terms of exi<;ting a: r<>em8n.-, as '\mended. Shi !)Jl'!'11t~ ar"' t u~util rate and there 

bas been no hold up. 
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September 13, 1965 

MEMORANDUM The Honorable KomerFOR: Robert 

Bob: 

Attached is an advance copy of 

a memorandum which is being cleared with 

Mann and Ball this A.M. 

~J 
Frederic L. Chapin 
Executive Secretary 
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MEMORANDtttiFOll 'llm PRESIDE!r? 

SUBJECT: Interim P .L. 48o Polley for In.iia Md Palthtao 

Rcc~da ti c,.in: 

In the present .situation 1n the ai..b.:cntincnt, .ro reco-;,r;,a"nd 
conUnuat1oo on an int~rim ba!ih or ~ minit?luo flow of' p·.t·.· 48.0'::heat. 
anr1 other a,ar1c~ t.ure.1 co:i:modit1c5 to both Ind1a :uid Pa.ldeta.n. 'l"h1o 
policy YOul.cl bo b,ued on humo.ni te.rlan gr~und!I &n:1 vc.'iuld !Mint.e.1n 
~ven-ha.ndel treAtment tower~ both to av~i~ projud.icing effort~ for a 
:uittle::i:ent. Wo oc~ this a.~ n.eceua.ry in;u.r:-.ncc dedgned t.:, holi:, get 
us t?lrougb. the current di.!!1.:ult period. in Ot.U~ rela.t1om1 vith thoie 
countries w1t1i we ue able to rceolve the basic poli~y ~uo&tion, 
vhich now confront ua. Oe.:rctary Fro~ c..nd Dovid Bell concur nth 
thic re~~dation. Ir yo1.1.4p:,rove the courses ct ~tion below, ~ 
vill \!"OnGul.tvi.th apprr~intc C~&siontll leo~e!._C before ~ro:cedi.11&.JI
To siVI! ettcet to the p1.>liey rcc~dation, ve should: (a) _proccl)i 
with the shipment or c.'bcut 350,000 t.on:; or w11cat to Pa.Idatrui und.cr 
tb.e ex1et1ng P.t. i;80 ~ee:nent; ruiJ. 

Approve _____ _ Dio~provc~------

(b) a<.tnclude vitb India e.nothor 1ntorlm agrecr'..ent for one 21.llion 
tens of vheat to cove,r .November and Dece-4be-i· shipments. 

Approve_____ _ Disepprovo ______ _ 

Discussion: 
On July 26 t.be P.L. 1.80 :sru.e5 o.grec::ne.ntYit.h India, cw·rcntl.y 

in i'orcG, wa.a ~d.ed t? provida for toe cih11,<nontor an G.1ldit1oonl. 
one million tons of woont (about a tvo ::.onth& SUJ>ply) instead of 
cnterln.; into a ncv long t-0:-:i P.L. 1.eosales r.eruement ~ tho Indians 
had requeitcd. The las~ ship.-u.ent unJer tbe present RSreuent will 
lea.Ve tho United. Ota ta£ c.n October 25. S1n~e 1t tcltcG 30 do,ys to 
arrange !'or and load vhent for &hl;.:.r.ent e.fter proc~ent 1s a.uthorized, 
a n~v u&r~ent will ha,vo to be ~l')ll::lwied 1n the next tv<J veek.s 1 t' n 
break in supplies is to be eVQi\l.cd. 
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E.O. 13292, :."ec, 3.4 

~y ~tc-~~!i:.t~~r.~~ 
SEP 13 1965 

https://eVQi\l.cd
https://o.grec::ne.nt
https://ro:cedi.11
https://n.eceua.ry
https://Mint.e.1n


- 2 -

camrxrn,;!(AL 

We bad intended to u.se the now P.L. 48o ~ent to 
innu.ence the Indian Govem::ent to =.l:.o subetuit1e.l policy movea to 
1ncreue food r,roou~ticn and improve tood d1atrib~t1on. During the 
past two months the Indic.n:s have t.e.kcn aa:ne u:tetul stepa, 
Agricultural. Uin1s~r Sub~ hA!Soutlined e. .forward looking 
asriculture plan 1n c. letter to Secret.ary P'rcim&ll. Were 1t not far 
the present emergen~, ve·voul.d. be reoomiending a 10 m<.ntb3 P.L. 48o 
agreeQfflt eovcrina sales of 5 tnllion tona of wheat which would 
contain c. nu.'ltber or l)rovislons intended to toster a.grtcw.tu.r&l. 
devclor,=ont. 

\"'his clearly is not the tine tor diaeu..,:s.ions cf broad 
econ041c issues which ~t tom the bauia of our future econa.ue 
usistCU1<:e t.o India. The food s.itua.ticn, however, r~na crlticaJ... 
U..5- vher;t 1Q :moylng abioat·direet).y f'rom the 129rt:s to consur.i.ers. 
Patriotic fervor in India. seems to ho.Ve cut orr what looked to be 
tho beginning or too~ nots. The aituation, however, c...,uld 41ot 
qaicltl,1 out or bll.lld if the foexi supply detericrate11 or oven if there 
1& fear or a~te~ioratlon. 

The Prud.stan Situation 

'lhd current P.L. 480 s:ues ~cement v1th Pilleita.n runa 
until Dc-:e::nber. Ve have, hoi.evcr, a.1.nce late .A~uat been v1thbolding 
action on author:1%at1on under the &gre-entcntfr;;r tho purchaue or 
350,000 tons of wheat. 

Thi& e.mount, combined vith atocltc en hand c.nd. the offect 
o! recent good barvertc, voul.d cover need.a thl"otigh Decmtlber or this 
yec.r, i'&il.urc t<> deliver this a:;iount probably would. not be cr1t10Al 
in the t~l s~pl.y senie aa 1G the case in India, l>ut, if' at the 
Sa:::lC ti.no ve continue del.iveriea to Indio., PJ)ldstan's p◊llticAl 
rca.ction vould be ad.vcer1e. 

Dcc..n Ru&k 
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FOR PRESIDENT JOHNSON 

IN VIE~ OF HANY DIFFICULT PROBLEMS THAT ARE CROWDING YOUR pLATE 

'· 

I HESITATE TO COMMUNICATE WITHY.OU DIRECTLY EXcEPT UNDER MOST 
URGENT CIRCUMSTANCES. HOWEVER WE HAVE THUS .FAR HAD NO REPLY TO 
NUMEROUS MESSAGES ON FUTURE PL. 480 SHIPMENTS AND SINcE WE HAvE ,; 
NOW REACHED CRISIS POINT I BELIEVE SUCH cOMMUNICATION IS JUSTIFIED. 

I 

PL 480 SHIPMENTS TO INDIA HAVE BEEN CCl·1ING IN UNDER SIXTY-DAY 
1 

AGREEt~ENT SIGNED JULY 26. UNDER THIS AUTHORIZATION THE LAST SHIP-, 
MENTS OF FOODGRAINS iS SCHEDULED TO STOP BY END OcTOBER.. ·.;, 
EVEN IF WE SHOULD :HGN RENEWAL AGREE~1ENT TODAY, THERE WOULD AL­
READY BE A.GAP BETWEEN THIS DATE AND ARRIVAL OF SHipMENTS UNDER 

, NEij AUTHORIZATION• 1 . _ 

IN SPITE OF MASSIVE INCREASE IN INDIA•S FOODGRAIN pRODUCTION 
OF NEARLY 11 PERCENT LAST. YEAR, SITUATION IN REGARD TO FOOD • 
SUPPLIES AND FOOD PRICES HASBEEN SERIOUS. INCREASES IN pUR­
CHASING PO~ER, BURDENS ON TRANSPORTATION SYSTEM PL.US WHISPERINGS 
OF HOLD-UP IN us SUPPLIED GRAINS ARE sr ART-ING TO LEAD TO ScARE 
BUYINGp HOARDING AND RISE IN PRICES. 

IF UNDER THESE CIRCUMSTANCES PL 480 SHIPNENTS WERE. TO STOP, BE 
'CURTAINED OR DELAYED, SITUATION COULD QUICKLY GET OUT OF HAND. 
FOOD RIOTS IN MAJOR CITIES MANAGED BY COMMUNISTS \'JOULD BE IN• 
EVITABLE. AS THEY PUT OUT WORD THAT GROWING SHORTAGES WERE 
CASUED BY SUDDEN STOPPAGE OF FOOD SHIPMNETS FROM USA TO LO~ 
INC01E INDIAN FAMILIESPUBLIC BECCMEANTAGONISM.WOULD DANGEROUSLY 
/PlFLfifll£ 0, ,s#GRE'P' 

I 
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-2- 655, September 16, From New Delhi 
_RLTf/oU€-H AGITATION AGAINST US WOULD NOT,.AFFECT ABILITIES OF 
INDIAN ARMYIN PUNJAB IT WOULDPROFOUNDLYAFFEcT USG IN DELHI 
AND ALL THAT WE HAVE BEEN WORKING FOR HERE SINCE INDIABECAME 
INDEPENDENT. 

EVER SINCE FIGHTING ST~RTED ON AUGUST 5 I ANDMEMBERS OF US 
MISSION IN DELHI HAVE BEEN BRINGING TO BEAR EVERY ARGUMENT AND 
EVERY PRESSURE TO INFLUENCE INDIA TOWARDS COURSE OF MODERATION 
IN REGARD TO A PAKISTAN SETTLEMENT WHILE AT SAME TIME SEEKING 
TO BUTTRESS THEIR FAITH IN USA. YESTERDAY INDIAN GO\IT IN SplTE 
OF ITS GROWING MILITARY ADVANTAGE AGREED UNcQNDITIONALLY TO AN 
IMMEDIATE CEASEFIRE. IF FOLLOWING THE ALL-OUT EFFORT' OUR MISSION 
HAS BEEN MAKING HERE AND GOIS AFFIRM AT IVE RESPONSE TO. U THANT 
REQUEST, USG SHOULD HOLD UP URGEITT'LY NEEDED FOOD·SHipMENTS, OUR 
INFLUENCE IN INDIA WILL GRIEVOSSLY ERODED AND SOvIET INFLUENc~ 
INCREASED. I 

.j 
\:JITH SOV !ET SAMS PROTECT ING DELHI AND orHER CITIES 1FROM ATTACK ' l ' 
BY PEK MAP-PROCURED B-575 9 SOVIET TANKS FIGHTING US TANKS IN '' 
PUNJAB AND ADDITIONAL MIGS APPARENTLY ON THEIR WAY, SOvIETS HAvE 
ALREADY MADE DEEP INROADS. \. ' IN MY PREVIOUS MESSAGES I HA}? STRONGLY RECOMMENDED A 15 MONTH 
EXTENSION, S.INCE THIS WOULD ENABLE INDIANS TO MAKE MAJOR ·• • 
ADVANCES IN THEIR AGRICULTURAL POLICIES WHICH ~E HAVE BEEN 
SUPPORT ING. IN VIE\:/ OJi IMPORT ANcE OF HELPING INDIA BECOME SELF• . 
SUFFICIENT IN FOOD I STILL BELIEVE THIS IS PROPER DECISION. .., 

HOWEVER9 IF USG FEELS THAT NOW IS 

NOT THE APPROPR !ATE TIME TO CONCLUDE SUCH A LOMG-TERM AND SUB· 
STANTIAL AGREEMENT I STRONGLY URGE YOU TO AUTHORIZE.ME TO SIGN •I 
SIXTY-DAY COOTRACT. THIS WOULD "ASSURE Ftow·,oF FOOD. SHIPS UNTIL I . 
LATTER PART OF. DECEMBER. l 

I HAVE ALREADY BEEN PRESSED HARD FOR OUR PE!C..IS/cN BY ABLE, 
OED I CAT ED, HIGHLY PRO-AMER !CAN OFFICIALS WHO-;ARE·RESPONSIBLE , .' FOR INDIAN AGRICULTURAL POLICY' AND WHO RECENTLY SENT cOMMUNicATION ' 

TO SECY FREEMAN EXPRESSING DETERMINATION TO -MAKE INDIA SELF-SUPPORTING 
IN REGARD TO FOODGRAINS BY 1971. FOLLOWING GOI ACTION YESTER· 
DAY IN UNCONDITIONALLY ACCEPTING u THANT ·s PROPOSAL FOR cEASE 
FIRE THESE PRESSURES WILL NOW BE REDOUBLED. 

BECAUSE I DID NOT KNOW WHETHER YOU WERE FAMILIAR WITH THE PROBLEM l 

:i HIIVE GaNE INTO S(Xl1EoE ·r111L,. 1 ASSURE .You, 11ow£IIER. ✓ ·n111r ·) 
·1 Ari NOf REPEAT NOT CRYING WOLF• G?·3• BOl:ILES • • •. •• 

NOTE: ADVANCECOPY TO S/S-O AT 8:34 AM 9-16-65
~CRE'r • • , • 
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11111UNITED STATES or AMER!Cl 
-~- .. ·- tlllllll. 
"'"' imtm lt,-,:trr. A G E N G Y r o R l N T E R N A TI O N A L D E V E J. 0 P;tiENT 

I . 
! 
I CO!',;F~L'i
I 7' fARIGKC f :1;, _ H 

NEW Ct'.111·1 : ,:,•,, 

Mr. William B. Macombc:r 
Assistant Administra~or 

Bureau for Near East and South Asia µ / 
Agency'for International Develo~ent V · 
Washington, 

Dear Bill: 

D. C. 

l v/ 
I hope that, if the PL 480 question is still hanging fire when this 
letter 3.rrives, you w·ill pass copies of it to Davt., Charlie Schu1lzP, 
and Bob Komer. The Ambassador is writing along sjmilar lines 
to Secretaries Rusk and Freeman and Under Secretary Manll. 

F,vents of the past few days obviously are mighty depressing as 
far as the near-term outlook for economic development here is 
concerned. While we are still hoping that things turn out not quit,: 
to have slipped over the brink into general war, and while a war 
probably would peter out or get stopped within a few months, it 1 s 
plain that India is in for a painful stretch of economic disruption, 
reallocation of resources toward the military, and delay an<l dis­
tortion of the develop1nent effort. There are going to be an a\vful 
lot of economic pieces to be picked up 6 months or so £rain now. 
Assuming that our ow-r1 basic intert~St in furthering orderly develop­
ment here remains, we hope to k"'-ep our aid Mission a going cont::t•rr. 
and to pursue a business-as-usual policy with respect to projects 
already under way, e::;pecially ~nth~~ tech~ical a.ssistanc€' area. B11: 
also we were assuming even before the news of Secretary Rusk 1 s 
statement to Congressmen l'v1ahon arrived this 1nor ning, th.al nrnch 
of the aid program, especially new loans and most par.tic,llarly 
Fourth Plan pledging, would be in a state of suspension for some llllll'. 

Meanwhile, however, it is vital that one key issue, PL 480 foud­
grains, not get caught in a deepP.ning freeze. Such is the gi,q of 
a cable we ai·e sending ton-: ght. 
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CO~IAL,,,. 

The period since India's crossing of the Punja:., border has b,·\:n 

too short lo yield much harci e,·1dP.ncv of th1.· impact of limit(-d 
war on the food situation. w~•u br. dispatching such evid1.•ncv 2.s 

it accumulates. But this is a suuat:or. in which th<· basic fore,::; 
are so obvious that on<' doesn't ha·;e to wait for the ,,n1pirical data. 
We kno·.v 

that the Indians already \\·,~re fairly close to the ragg1.:d 
edge (despite the good :ntentions, buffers are still too 
s1~1all to provide any real protection agai:1st a run on 
food); 

that the latest crop reports are quite discouraging {th,~.::,: 
have bounced around a good bit with the intermittent rains 
of the past 3 weeks, and a comprehensive picture won't be 
reliably assembled until later this month, but the bulk of 
the evidence indicates substa.1tial shortfalls below expec­
tations, especially for rice); 

that military demands, especially for food to fill the pipe­
lines in a jwnbled distribution system, will bite significantly 
into civilian availabilities; 

that war will deepen the compulsion of cultivators to hang 
on to supplies; 

and that war .is the be st of all agents for generating urban 
food speculation. 

Thus, there is every prohability (the timing oi such quasi-psycho­
logical phenomena never can be exactly predicted) of a viclent, nasty, 
full-blown food crisis c1nd price inflation if it cannot become known, 
before the end of the present series of food shipments from the U.S., 
that we have acted to assure a continuation of shipments_. That the 
Government of India not only needs but urgently wants .:. continuation 
of PL 480 is by now, I think, abundantly clear. Subramaniam has 
renewed and underscored the r('quest in his long letter to Orville• 
Freeman, which also lays out a fairly concret..: and convincing state­
ment oi th·:: Goverrunent 1s intensified long-t~rm agriculture program. 
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These recent unhappy events also l1a ve added a powerful U.S. -
image reason for moving quickly on PL 4-80. Feelings about the 
"American" sabre jets and t.he 11An1e:::rican II Patton tanks with 
which All-India Radio repeatedly is reporting that 11our Jawans" 
presently are contending have gotten pretty bitter, and th0y would 
b~come more so if the Indians oegan to suffer some conspicuous 
reverses that could be attributt:d to the quality of Pak equipment. 
If, on top of this, new-; of a hold-up on PL 480 should becom~ 
widespread enough so that our non-friends in Parliament :\nd press 
could start shouting we were tr}ring to starve India into accepting 
our preferences, political-military or otherwi.se, our relations 
could be crippled for a VL:r y long time to come. 

Please under stand that in this last I am in no sense implying that 
food aid should, as a normal matter, be exempt fr om good tough 
performance bargaining because it feeds hungry people. We believe 
that such bar gaining should be a standard £ea tur e of normal Title I 
negotiations. But this moment of turmoil and teusion is not the time 
for strengthening our self-help practices in this regard. We now have 
the Subramaniam lt::tter, which augurs well for our ability tor elate 
the next major PL 480 agreement to a strong indigenous agriculture 
program. But right now, at a time that is not right for bar gaining 
innovations, we need to keep the fo~d coming. Hence, the cable's 
recommendation of an;lther interim 60-day extension of the September 30, 
1964, agreement -- and one that this time includes some rice and milk 
as well as another million tons of wheat. 

We could scarcely be more anxiol:S for a favorable answer. In our 
sober best judgment, it is essential to Olr long-term as well as 
short-term interests here. 

Sincerely, 

. I --. 

John P. Lewis 
Minister-Director 

CONF~L 
7 
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COPY-
Dear Secretary Freer:;1111 

r-fay I at the ou.t::r::t ·t,henk you tmd 't.h:~oi.:tchyc,'t 
your Govertm:.ent fol" the recen·I; fl.I':t.'Sl'.!f;eBettce r2ga-rcliu.3 
1 million tonnes of v:h,ga:l; :r6x- !n<'.iia U.u<le::.·.rt-1:.8Jo Th:!.!J hc.v • 
helped -qs to e.vez-·l; E:n 1F:rr.ec1is:t:~cz·isisc J ho:;;:•:~·,;-.~..::z:nsoon 
negotie.t,e i:he new whea·t an{1 rice agl"ee,:.:{:zrt, ,•,hi,.;h ru:i_•iJ.e 
an impo~•tant keystone o-Z oU.!' food policy· :?or th:i.i; -;-..·cyyc~"c!.i' 
and the nexto • 

4e. I am ami1 e. -th:::t you:z· Go,".-e:r•1me,Jtis c0ne~:i.·uec~ tl:mt 
:food asfl1s·t:mce should not. becm,:e f~ c:;.-utc.ri Zo:;: i:,:i~ee(J_U:?.cy in 
agricultur~~ We !!hal"e yo-..u· conce:.·n~ Sb.o-.::.-t2.gec,;,n be soJ:ired (,nly 
by abundance and it ie ebom. our :ple.ns e-m policies i.o ~roduce 
a'bundencethat ! ·w:Lsb to ~'!'it~ to yau. ln this. JE';i~r ... 

3.. We ru.·e engaged 1:n ev-clv-lng eml iwpler;tet1ting ,rceaeu.rea 
to a.tte.in self-sufficien_c.-y it? food ~.t least by 1970-'{l. Our 

. 1970 .. 71 target for :rood is l25 million toimes o:? fooaiTai.ns 
•as asa1ns1; the ~Ul'?ent yeai'~B es·t;im.ate 01' 90-92 million ·to~.nee, 
•given normal ,reathei-.. tu ow.:-Yie,,1, 'tM.B ·targe-t ie· a feaaible 
one because of two n.:ajo:.....de,reJ.ol);r,entr:. 

4. One o:f these. is the ?Olicy aeciBion to enimxr~ 
:renv.merati,ve prices to the ?1u"1X.ez-aon ·hb,r~ bcud8 o:e ·1::hel'•:?co;;;me'J.~tla~ 
tions o:f the Agri-cultur~l Prices Cmi:.rJiif!if>n.. l!! evol.v-1.ngt.1:tis 
policy :wehave. ben~:rited a. great deal. frq;.;1 U'S e:;.~er:f.ence and 
ad~-:fsere·.. It ha~ •s.'.li:-eady evolted cot1oic,eruble eu-th1,.siasn and 
villin~ees on. ·the paTt of· the· fcu-mer to go j~n to:..~<J:.o:reinputs. 
The demand tar fertilizere is i-unning frx,: e.head nc-t or1J.y of' 
present supply but even of all earlie:i.- 01..Ytii.iid:lc. es-time.tee .
• '": . 

·. 5:.i .The second major development is the iden•hiflc~1:t:T._on 
ornew end high-yielding vari.etiee of par.ldy; wlle~i-tancl COl"n 

.·,:.,,see,ds. _As. a reeult o-Z ces.1,ieleee search b~1 i:io-hh r~d:ten and 
\.foreis,i ecientifts, • inclucling • 1.n pa"l'·b:.t.cnJ.P...1~ Ro-ck.efelle.r.·e~\/,~~i"'~s of' the 
-.~unda:tiOI;1., a number of hybrid v-ariet:l.r;i; r:i· co:i:'1.1 suite.bl~ t.o rmua 
have been evol'Vetl· end int:rocluced, ana he:,,e ca:u.:6i:rt the 5.r.s.~g:f.na:Uon 

. ~, • ~tivsto1:·s. So~= of: thF:@e ni,'brid Vf:.~ietie? repl'~~e::ri; a gain 
~--_y:1eg ..;1,t 'a·.:tactor ··as ~1~ a~ ~- to 5 't'im.r~1:··lihe p!'esent @~~,e~tage 

• >i3,elq of'•"tJae c~:try. y-et nn6th<➔r'Last l"fk;-:::.:-, P.a·l;~1-b::-e£\king. 
cie'velopm.ent hes tei.k~u -place :f.n ·i;h~ :?:oJ:rn·o:c' :i.dentif'icfl:t5,on of 

.. ,,.: ~iety of :paddy. - Taichung Ni:i;tive 1 •·- whi.ch c:an tr~cild 
•• ,·.···•!(:_ . • 

conr~:tderable ••• 

DECLASSIFIED 
E.O:-13292. Sec. 3.5 
NLJ D &/-!KO 

By~, NARA. Date lJ~~,.,1 
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considerable f'ertill~aiion &1d give yields as high as 5 to 
6 thou.sand pounds 'to at! acreo In this respect, this 
variety it:? :tn re?reehing co:atre.st to the lnd1an varie-Ues which 
have a tendency to loose ~d-th add1;tional input of :fertilisers, 
8lld a.re, therefore, stagnant in t..~eir r~S);)onee to increased 
input of ferti11eers. The Taichung !-ro.tive 1 has become very 
popular in the e.reae i,rhere it has bee!'l 1n,-roducea., Indeed, 
farmers ha:ve come forward vol'Ullta.?'ily to set up three-'l:.on clubs 
in which the condition is that eacll Member shall produce three 
·tonnes of paddy to an a.oreo The ehape ru1dconte:1tt of this 
movement strikes one ae all the more re-9'0lutionm-y l.rhen one eeee 
that the average y~eld of paddy is now.only of ·~be order of 
1000 lbe per acre. 

6. We are happy to be able to report a. eimilar story in 
the ca.iJe of wheat.. Indian variet-J.es of ·1,1heaiihave so :rar been 
bred for qUB.lity and :for resistance to peats o It hae no-w beOll 
possible to locate a few dwarf varietiea of ?f..exice.nwheat 
which have considerable higher yields per acre end are very 
responsive to the application of fertilieers and do not l0dgeo 
P.rogr-emmes a.re under -wa;yim introcluce the&;e new '\1&1."ieties in 
large quantities to cover 8 to 10 million acres each by the 
end of 1970-n.. Our expectation is that, g-lwn the :fertilieera, 
these new varieties will spark as etrild.ng a re,10lut1on in 
Indian agriculture a.fl aimila.r uew varieties aid in Mexicoo 

7. A concomitant -- indeed a pre-condition of this revolu'~ion.-­
ie a high demand :for fertilisers .. We had originally target-tea 
consumption oT 2 million tonnes of Nitrogen in 1970.71. Wefina 
that :for our aeu strategy., we lfou1d need e.t l~o.st 2)► mi]Hon 
tonnes of nitrogen in the yeai- 1970:71.. This a:vails.'bility has 
to be ensured o We have recently been reviewing our progr8.mllles 
of product:to.n of fertilisers from thia point o-:f view. While 
we ere approaching the US Goveri:.unent for aBsistGl'l~e to aet u.p 
the fertiliser factories &t Durga:pur e..nd Cochin., and to expand 
the US-a.idea :rectory at Trombalf, we a.re also anxio 11S to get in 
a good deal of private investment - Inaian and foreign - for 
creating additional capacityo A nUJ1Der-of com_paniee from US and 
outside have ehomi intsreet., Governirerr!; o~ Inaia have been 
quite pragmatic in these ?l!a"iiters and there has been 1:111cce.esful 
conclusion of their negatiations with I.C.,I of u.~. Thexe is 
scope here 'for a friendly die.1ogue to search for ways and means 
of intere.sting US enterprise in Todia.n plans for nev fertiliser 
factories. 

Bo •aBut .... 
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- 3 - SttiifEJ 
8~ Bui; -~bese i'e.cto.ries r,rill deliYer theL7 f'el'"t~iliGer 
only in the fu:tureo The p:i.~esent; is ov .. -;;-pi•oblem and one est:I:ruate 
of our demcztd f<Y'.ciM..9or-tr-:d fe:!."tiJ.:I.GC~s ;for 1968-'"(l rtms 
at Reo '(50~788 C!."O'.r0!3 WL-l'"Gn. ( $1609 i'!l .. i.1.l.ion apl)TOXo ) o A 
l01i'er es·t:tma:'c.e is R.eo 400 crorei:i ($833 million approx .. )., If 
oue <:omp!:U.•estheee di11;.ensiooa uitl! the adc1itionul ccr.ao~Q.'l.tent:tal 
output of 7 to 10 million tcnnea of foedgrains per year, thege 
imports i-."OUldbe seen to be fully justifiedo It iz 1nevlts.ble 
tha;t the higher the :?ert.ilis~r t~geta for 19"{0-'tl, t11e he~:'1:!.er 
the :in't;erim bill for eeedins in]?m"""ce~ I hope t,~es<:?ca.1. be 
found "Jy-a rc~rie~ o2 the qu&i.~iumenu pstte~u of aitl. 

9. A t:hil"Cl element is equal.ly im'Qorlao".; in planning our 
1:r'.;~ca:l;egy We 'lv.1.11 have to add a. capa-,city of nearly 200,000o 

to 400,000 ton..riea ox nit:i.-ogan ea~h yem:· ror the next: 't·Ho or 
·chree decades.. '.tnia means ·lihe annual i!lIPO?'t of equ:i.fment co!:rUng 
at pi•esent prkes, iu fo:reign ezch~ge, Rs. 20 to 25 crorei:J~ 
Relatively ams.11 tnveet.m.e:o.tt1 in the im:-~nui"ac:tu.'t'eof thio equi:pm,en·t 
will enable ua to ple.n with greater conf'idence an<1 boldness .. 
I feel tha-l:. ·we ahoul.d devote at,errI;io:n to c:o:a.certing uree.owce 
to fill this gap .. 

lOo We axe the.t t.hc'.4'e is a ~hole U!S1:il"ix olEo,w"&..re <.~ircururtanceu 
which have to opera·te ... besides the provit,ion of neeoecl inl)ute •· 
in Ol"der to tranE~Or~ a traaition~l e~iculture such ae ours~ 
The Gover2:m1exrtof' India. ere ron~r i!Ol1Gc:!.ou.e of' the need -to 
mode!4n:i.ee the :.:ri;ru.cture of ci-ed:t·t &rid of <1ist1."ibu!ii® o-f th':? 
ageicul:t.m·e.l :Lnput1:o The Fe:rtilieer Co:.-w11itte(:!tu'lU<?l' the leadertJhip 
o:f the present Secretary c:f Agr:l.culia.r..re has aJJro:;t coinple·i::ed 
its deliberations a.,ci. its :l'.'e:port ia ~~ --~cte:'i. in a few d~-:teo0 

P'.l.::..tls al"e also unde:-:- ;r~,, -~o re~oy the w~~m0;t1ce of th<~ co0rie1~1:.ti"t1e 
movement av a. supplier o'f c:i."edi"l:; s.nd l'i9.t.~:cials. We r,rcr;o :e ;;o ve:/.:; 
up credi·t corpora.tio:ae ·which ,dll 111eetthe ueedo of' a2,T.'.i.r::u'.l::;1.t.::-i8'iis 
ov.taicl.e the coop-arative sectoz-. Du.ring ·i::he l.~.Gt yeru..· er uo., the 
banking S"JGten.\ of the country has al.so moved into thl'? field of 
financing egdculture. The taEk of z-~tm'i?rl.ng tha dir,trtl:r1.rticn 
system is a continui.\lg one tind in consulta~cien ·with experts 
including those of the Ford Founda·t~.onJI ·;:;hia :prcbleri1 is corrtinuul.ly 
1.maex sc:i:-utin;y- and s-'ceps e:te being taken to remeey the <1e:fectso 
But, given re!'tilisersr 110:l;.er, credit and pesticidee togeth~r 
'With new verieties of' seeds, I think ·the treoosfonia.tiou of our 
a.gricultUI'e fo -well within our 1·eacho Ea.ch of theae eree.s requires 
and ie being given cerefU.l 'thought smd coordination~ 
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11. Before I turn. f1•on1 the:;e con.ments 011 ogricultura.1 
policy, I must menti.on one a:..-e.a to ~rhich we attach great. 
importance. This is the n.rea of adminis-trat.ive :Lm:provements. 
Charles Kisfer of your Depa;:-t--r;:ent had ~ameto IudiH twlce 
during the last six months m· so. and· heJ.Jisc1 us to analyse the 
problem lfiy new AgricultuY.'e Secretm·y with his ricb experience 
of administration of ag.dculture, he.s ha.d discus-stons with 
him and j_t is our hope that Ke would be· ah],e to streaml:i.n.e 
our e.&ninis-trative e.rronsements. We have the - farrd.lie.r -
problem of coordination w:i-ch the Sts:tes and hep: to solve x~ by 
adopting some of the exper:i.ence e.nd tools of. com~1..Una:i;.ion used 
by you in USA. 

J.2. V.ay I now turn to food :pol:i.cy? 1·;'.eare confidcnJi; 
that if "-"a are able to secu:.:-e command of the inputs required 
for reaching our ta:-:-g~ts set out in the Ag:;~:i.cultural Plan 
outline abovs; we -will a-i:ite.in self-sufficiency by the end of 
the Fourth Phm and will ha,re solved the :prohlerus of' ·the 
::p&riodic food shortages which he:ve 1)edevi1led ·che country in 
recent :years . As mentioned alrendy, a reai;,onable support prlce 
for the farmer is now a t.rn,ie feature of ou.r e,gricuJ.tural pol:i.cy. 
Support prJ.ce levels have b:!en ennou.nced for the :principal 
agriculturt>,1 commodities by Goverfu"OOnt on the racor;m.'endat:ton.s 
of the Agricultural Prices Commission. Though the occasion 
for price support o~ration l:1.2s notJ so fa.:r, arfaen in a big 
way, tbe Food Corpo1·a:r,:i.011auc1 the St~.te Government,.; sre fully 
geared.for this :p1.U1?ose. 

13. Meanwhile, i;he i1nb:fl.a,nce bet.we<ln suJrpJ.y and demand is 
presenting major problems of o.istri'butfon on the food front. 
Our po:pula•i;ion h~ been rising. . As ·the economy has c1eve loped: 
there is more employment· c..nd mora income, an(1~ thez-afo:re, greo:i:.er 
demand :for wheat and rice P$?: Ca,I>ite. fro.m :peopJ.c who have been 
ch±onically unde1•-fed snd uni.ter~nourished. So, nott1ithstsnding 
a record crop of 88 millic;n tm:mss in 1961:-65, .sup:ply :1.3 fur 
short of clem&-.nd. A shortt\ge oi' basic foodstuffs i.nevitably 
leads to dis~ontent and unrest. In Indian con<1iticns,·the 
problem: is further complic2;t~d by· t1Je x'sc:t; thi;it wh:ne in Industrial 
areas end in major cities like Bombay o.i"'l.dCaJ.cu.tta~ money incomes 
are high, the:re ere vast areas wl::.ere incomes are J.ow and unemploy­
ment chronic. !ef"t to ord:t.na;:y market forces; the bullt of our 
foodg1·e-ina production would g1·avitute towa:rcio the cities, while 
the more vulnerable sections of ·the :i;,op1.1J.nt:Lo11could ffl.ce the 
threat of ne~r-famine condition.;. We have, therofore, ·been 

comJ>::? 0 .•••••. lle 
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compelled to resort -co various devicEts to ensure a more equitable 
distribution of foodgrains batwean region and region, as well as 
bet-ween different sections of the community, than the working of 
normal market forces would penni t. States ' surplus in foodgrains 
are anxious to ensure tr.at the demruid from de1'ic1 t States, which 
are often more prosperous With g."t"ea.:oor induetra.ilisation, does not 
reduce their internal availability below the margin of safety. 
Inter-State movement of :foodg:t"ains is, therefore, controlled a.nd 
:regulated. T'.aen again, Government have been compelled to open 
fair-price shops to supply foodgrains at prices below those 
prevail:i.ng in the market to the low-income groups. F-lnally, ·we 
are embarking upon a progrBll!'lm of rationing for larger cities 
both to 1-estrict their offtake and to ensure that industrial 
labour is reasonably welJ_ supplied with foodg:rains. 

14. While I can confidently assert that these measures helped 
in achieving a more equitable distribution, particularly in the 
difficult phase on vhic.:h we enteI'ed in mid-1964, we are anxious 
to relax a.ud remove these restrictions on movem:!nt, and to give much 
more freedom of choice to the consumer than he has ·coday, as soon 
as cii•cumstances permit. For this, it is not only essential that 
-'cbe suppl,y of f'oodgrains from year to yea.r kee:ps pace with the demand 
but also that there is, at the disposal of Government 1 a buffer 
stock which can be drawn upon to meet MY contingencieo, such as 
shortages crea·ced by a failure of the monsoons or some other 
natural disaster in any part of the country, or mau-made shortages 
which often result from stocks being w:i.thheld f'rom the market 
either by the trader or by the producer wben a psychology of 
scarcity prevails. 

15. As a result of a delsyecl and erratic monsoon,. the prospects 
of the 1965-66 season are uncertain. Kee-ping in view ·t;he need of 
:replenishing stocks as well as the current high price levels, 
an import of a.bout 17 million tonnes of' wheat and 0.5 million tonnes 
of rice under PL-480 in 1965-66 seems to be neceesary. As regards 
tbe import requirenents during tbe Fourth Plan period, i .e . 1966-67 
to 1970-71, an attempt baa been made to project the production.,. 
requirenEnt for human coru>umption and eurplua or deficit of rice 
and other cereals. The iJnport prog:<-am:mehas also to take into 
account the need for building butter. stocks w1thout which the 
implementation of any :food policy becomes e~~:remely difficult. We 
had built a butter stock of nearly two million tonnes f'rom Pt-48o 
supplies by September, 1965, but the impace of two auccesaive 
crop failuNs oeceesitated large withdrawa1e wi~h the 1~eult that 
in 1965 w-ehave been on a ship-to-mouth baais. With planned 
increase in production, we are com"'ident of eannarking sizeable 
quantities of wheat and rice in 1967-68 and to an increasing degree 
thereafter so that by the end of the Fourth Plan, we have a 

... 
44~CRET 
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buffer stock of st least two million tonnes of' rice and four 
million tonnes of wheat. It, should oo possible to evolve a 
~rorkable and flexible arrangement for laying by some portion 
of PL-480 supplies to·wa.rds a buf"fer stock. 

16. Keeping all these factors in view, ·the import require­
ments during the Fourth Plan period are expected to work out 
as follows: 

YEAR CereaJ.s surpl!s ~ ;· 1 ~ort requi:rements '.rotal 
or def'icH~ G for buffer stocks import 
- ( in million tonnes ) - reg_11irements 

1966-67 (-} 6.2 o.8 7.0 
1967-68 (-J 3.8 1.i 5.5 
1968-69 (-) 2.0 2.0 4.o 
1969-70 (-} 0.2 2.3 2.5 

0.9 nil1970-71 (+) nil 

You will observe that we expect our dependence on im:poi·ts for 
cur.rent consumption requil"ements gradually to ta-per of:f so that 
it would be possible to utilize imports more and more for building 
buffer stocks. In addition,, tile gradual emergence o:f su!'l)lUS of 
r:lce wlll also ena,Jle the building up of ri-ce stocks out o:f internal 
preduction. 

17. We are passing through a dirficult phase on the food 
front and -with the uncertainty about the outcoue of the monsoon, 
short.ages and high prices aie l.ikely to continue for the next three 
monthe. Certain an:ci-aocial forces in the country 'hsve been quick 
to exploit this situation to their own enda. If' I am able to impart 
stability and do som& long-term planning on the distribution side, 
-we can devote aJ.l our energies to t.he more important task of achieving 
our agricultural targets. :Ct. is in this context the.t I would ure."e 
tha:i; further delay in negotiating the PL,.~-80 Agi'\.ooement in dangerous 
a.nd I hope that it Will now 'be possible to resume discussion for 
concluding the B@'eement. I would then like to take en early oppor­
tunity of visiting you and your colleac;uas 1n Washington further to 
explain our long-term agricultural plans and explm.-e the possibilities 
in this field for U.S. Capital and tec)mical assistance. 

• Yours sincerely, 

( C. SUBRA.'!.I\NIAM) 
H.E.Mr. Orville Freeman, 
Secretary, Department of Agricult~, 
Washington, U.S.A. 

'ECR£T 
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MEMORANDl.iM 

THE WHITE HOUSE 

WAIHINCTON 

Auguet Z4, 1965 , ,,.J 
...__/ l. 

'-

MEMORANDUM FOR 

Marvin Watson 

Confirming our discussion, I wowd like to 
three minutes with the Preeident reaardina 
donation,program in India. 

haTe 
our 

two 
food 

or 

Pending current program• are operated in 
with the Catholics, Protestants, Lutheran• 
They are designed to reach about 12 million 
10 million children. 

conjunction 
and CARE. 
Indians, 

These programs are of major importance to the Indians. 
They also are heavily eupported by the conetituenc:ies of 
the operating U.S. voluntary aa•nd••• 

; I 

., 
•I 
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THE SECRETARY OF STATE cf' q,'~') ,"~ 
RECEI D 

WASHINGTON McGECRGE: S OFFIE v \ 't.BUN 
JE 

1Cl"r-"1!.}i, , .);4t;_QC~L August 00 1Ja1P '- A\1 11 44 1 

/) /\.~/Lco;V/ 

MEMORANDUM FOR THE {_y{--Jf, ·- ""--'( 
~ ~ ..~ ',. 

w J..,,..,.//Subject: Title Ill PL 480 Programs for the ?~· ~ i_,K -U. A. R. , India and Pakistan / .tl--1 9/ /" 

*;.,.~~~
Recommendations: <IW~ •.,. 

I 1. I recommend that we proceed with the proposed FY 1966 
Title III programs for India, Pakistan and the U. A. R. , recognizing 
that the programs can be terminated unilaterally at any time should 
circwnstances warrant. 

Approve ____ _ Disapprove 

2. I further recommend that we revise our current practice 
to insist that the Governments of the U. A. R. , Pakistan and India 
formally endorse to the U. S. Government the present request made 
by the voluntary agencies for the Title III commodities. 

Approve Disapprove 

Background: 

The FY 1966 Title III PL 480 programs for the U. A. R., India, 
and Pakistan are on-going programs requested and carried c_._ oy the 
U. S. voluntary agenc~cs, including among them CARE, Chu.rci~LWorld 
Service and Catholic Relief Service. _Th.~_prggram~.ttQQri...§cb.o_ol and 

__in.sti.tu.tional feeding.; maternity and child care, and assistance to indi­
_yidual-f;~-:---:fu al~, ~me 17 mi1J1on p_e.opl~ would be ~l:ped. The 
programs would be financed under existing PL 480 authority and are 
charged to CCC losses. 

C GNFIDENTIAb­
DCCLASSIFIED 

GROUP 3E O 13292, Sec. 3 4 
Downgraded at 12-year intervals;

v\ Ar!!'{Dept. Guidelines 
B,~, NARA,Date'3-aG:tt-( not automatically declassified. 
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Proposals for the three countries are as follows: 

India $40. 8 million 
Pakistan 5. 8 million 
U.A.R. 11. 6 million 

In the case of the U. A. R. and Pakistan, the FY 1966 proposals 
are at a slightly lower level than last year. The proposed program for 
India is about $8 million larger than last year because more recipients 
are proposed and CARE inventories require replacement after extra­
ordinary use. 

Delay in approval could halt these programs before the end of the 
year, since the voluntary agencies must place their orders with the 
Department of Agriculture .Y{ithin the_ :qext two w~ to maintain the flow 
of commodities in October, November and December. 

Without a continued supply of PL 480 Title ID commodities, the 
voluntary agencies' operations overseas would be disrupted. If these 
operations have to be discontinued they may be difficult to restore. 
Additionally, disruption of the Title Ill programs would open us to the 
charge, at home and abroad, that we use the hunger of the needy and 
of children to apply political pressure to resolve our differences with 
the governments of these countries. The ensuing public debate would 
divert attention from the major and fundamental issues which are at stake. 
Congress has repeatedly exempted humanitarian programs (PL 480 
Title III) from political restrictions considered for other aid programs. 
Furthermore, the concessional food aid program (PL 480 Title I) and the 
economic assistance program (AID) provi~e far more leverage for 
resolving these issues. 

·our agreement at this time to proceed with the FY 1966 Title ID 
programs would_pot irrevocably commit us for the full year's program. 
Should we fail to make satisfactory progress with respect to the issues 
which now divide us, we can, at any time, suspend shipments and cancel 
programs 'unilaterally and without prior notice. 
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The normal practice is for the voluntary agencies to work out 
Title m programs in cooperation with, at the specific request of, 
and under agreements negotiated by them with the foreign governments. 
This practice is consistent with the spirit of the Title ill legislation 
and we have not therefore previously required a written endorsement 
of the voluntary agency request by the foreign government. Under 
present circumstances, however, I believe we should require such 
an endorsement from these three countries. In reaching this con­
clusion, I have in mind both the size of the programs involved and the 
nature of our current relationships with u:iese particular governments. 

~~~ 
Dean Rusk 

\ 

... 
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INFORMATION FOR THE .ADMINISTRATOR MEMORANDUM 

THROOGH1 USEC Rl'1-

SUBJECT: India • Wheat Pipel.1.ne 

Attached is a paper providing the latest ·available in.for­
mation on Inctl:an f'oodgrain production, bu1'f'er st,,cka, and consumption 
as they affect the need :for P. L. 480 shipnents. The Indian Central 
Government-controlled supplies of wheat and rice are very small in 
relation to prospective demands. Hoarding, ratiOll.ing in.sane areas, 
and continued restrictions on interstate movement of grain canplicate 
the potential. pattern of what could happen if the P.L. 480 Title I 
agreement is not approved by the United States within the next three 
to four weeks. 

Thus f'ar the interim agreement for l,000,000 tons of wheat 
has s.erved as a tem:porarJ check on price increases and hoarding in 
India. If the l.arger pending agreement for 5 million tons is·not 
signed shortly, it is anticipated that withholding of quantities of 
the October-December Indian rice and wheat crops fran the market 
·w11.1.precipitate rising prices, critical regional and urban short­
ages in market supplies, and increase local unrest in many areas. 

Experience indicates thf,t it takes 4-6 weeks to reach 
agreement with the Indians, arrange contracts for ships, and start 
the flow of grain under A. new agreement. Timing is discussed in 
detail in the last page of this paper. 

William ~. Macomber, Jr. 
Assistant Administrator 
Bureau for Near East anq South Asia 

Clearances: 

CHRees, liF.SA/SA~t.£ 

c::o~~4 ---···· -~ r~ • .: •.Do·.r.1~adcd at 3 year l . . : .. --, . -
intc~?als; declassified 
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SUMMARYOFJ'OODGRAillSn'UATIOHIN DDIA 

~oduction 

Total production of food.grains and pulses during the crop 
year 1964-65 (ending July 1965) was· a record 87.5-milllon. metric tons, 
·or gf, above the 1963-64 harvest of 80 mllllon tons. The bul.k. cf pro­
duction is cereal gr&ins (rice, wheat, sorg)lum, corn,-etc.) which 
total about 75.5 million tons. Pulses (chickpeas, etc.) total ll.9 
million tons. • 

The anticipated production for FY 1965-66 will undoubtedly 
be smaller because the summer monsoon arrived late in many areas. 

Consumption 

India's total a.nnua.l consumption requirement tor food.grains is 
estimated at over 92 million tons. Recent reports, how-ever, ir.dicate 
that per capita·cansumpiion in both rural and urban areas has been 
slightly higher than first estimated due perhaps to rising incanes. 
Now, in view of the tight food situation, the Government is introducing 
rationing 
seen how 
estimates 

in 
well 

of 

cities 
this 

total 

of over 
program 
cons'Ulllp

one million 
can be enforc
tion. 

population. 
ed and how it 

·It 
a

remains 
ffects the 

to be 

Stocks 

Latest complete data on buffer stocks are for the period 
ending May 30 when the GOI held 595,000 tons of wheat and 515,000 
tons of rice or a total of l,ll0,000 tons. Fragmentary data for· 
,July 1 indicates that the GOI stocks were still only about l million 
tons. Thes·e amounts are a substantial improvement over the December 
1964 stocks which totalled only 506,:JOO tons. Stocks, however, con­
tinue to be small in relation to needs. 

Some Indian states also maintain wheat and rice stocks. On 
May 30 these consisted of 240,000 tons of wheat and 1,093,000 tons of 
rice. 

Drawdowns £:rem GOI stocks have been running at about 690,000 
tons during the period of Jan~ary-May but the GOI hopes. to reduce this 
to 450,000 tons monthly to help buiJ.d additional buffer·stocks. W~ao 
not bel.ieve the GOI will be able: to restrict drawdowns.from Central 
stocks to the 450,000 ton monthly rate until sometime ai'ter November -1·. 

PRESERVATIO COPY 
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Based on currently available data, we would estimate the 

developing stock situation as follows: 

GOI Central Gov•t Stocks J 
l 

5 1,000,000 tons 
Stocks Held by States July 1,200,000 
Total on Hand in India July l 2,200,,000 I 

U.S. PL 480Arrivals (projected) 
J ' , 

July 500,000 1 
August e50,ooo 
September 320,000 1 
October ·450,000 \

2,·120,000 
Total Available 4,320,000 I
istimated drawdownJuly l-November l ,. 2,499,000 i(July 690,000; August, September and 

October each 600,000 tons) l
Total on band November l· 1,830,000 . 

The GOI stock-building progr·am was not.very successf'-.ll 
during the January-May period due to: I 

(A) disruption of imports caused by the u. s. East Coast 
dock strike and 

{B) the c_ontinued high rate o£ distribution from Central stocks. 
I 

If the rate or hoarding or consumption increases during August­
November,· requiring increased drawdowns from Central stocks during this 
period, and P. L. 480 arrivals are slowe_d for any reason,· the Central 
Government stock position estimated above at November l could be signifi­
cantly less. 

Price Situation 

. Prices of mcst food.grains {other than rice)declined in the 
first five months of 1965. The Al.l-India wholesale index for cereal 
grains declir ..ed from 145 in Ja."luary to 137 in. May. Despite this dowr.­
trend, prices of most cereals and pulses during January-May, 1967 were 
substantially higher than a year ago. The cereal group index in May, 
1965 stood 7.8 percent higher than 1n·May, 1964, and the wheat index 
was 15 percent above the level of May 1964. 

The 5-month downtrend nalted during June and a substantia.:i. 
. rise has since occurred. D....rin~ the second week of July, the cereal 

group index stood at 140.4 compared to 137 for July 1964 •. The wheat 
index for the same week reached 13J.4 as compared t0 U6 for July 1964. 

https://successf'-.ll
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Regarding rice, a meaningful comparison cannot be made because 
of Government controls on prices . 

. In any discussjon of foodgrai!ls prices, it ia evident that 
the u. s. P.L. 48o program has been a vital factor-in preventing Indian 
foodgraing prices from rising much higher than they have to date. An_v 
serious interruption of U.S. grain shipments could easily trigger a 
new round of price advances. 

Two factors enter into the problem of maintaining shipments. 

(a) About 4-6 weeks are :ie:ded to book shipping in the magni­
tudes required. This normal figure~ be slightly longer this fall due 
to the increased demand for u. s. flag vessels far Viet Nam. 

(b) I~ we assume ships are available, 4-5 weeks will elapse 
between a Washington decision and the departure of the first ship: OP.e 
week is required to wrap up the agreement in New Delhi; 2-3 days for 
issuance of PA1 s; 1 week for the India~~ to request and receive tenders; 
2 we-=ks to move grain to ports and loc d ships. This all works out to a 
need to sign the new P.L. 480 agreemen~ by about September 14 or 15. 

It may at first appear that the Indian harvest of October­
December reduces the necessity for the United states to reach a decision 
on P.L. 480 by September 15. It would be unrealistic to reason in that 
manner. u. s. supplies of wheat, even though only~ of India's total 
food.grain consumption, prevent extensive hunger, are a vital factor in 
price stability, discourage hoarding and speculation, and provide a degree 
of food.grain market stability that would otherwise be unattainable. 'T'he 
availability of 5,000,000 tons of whee.t represents the critical margin 
between unrest end a reasonablP. degree of stabili.ty in the food situation. 
The probability 1~ slight that India could obtain wheat of this order of 
magnitude from other suppliers ~Australia, Car.ada, France, Argentina) in 
vi.eN of heavy purchases in these markets by the USSR and Communist 
c~hina. 

1~:•~oma.s·! CSHattc!l: i.f' j: ~fi.SA/ SA 
8/1cl-/(5 
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July 29, 1965 

MEMORANDUM FOR 

Robert Komer 

The donation progra.ni in India is operated by the four largest 
American voluntary agencies -- Catholic•, Protestants, Lutherans 
and CARE - - and ie administered primarily through state governments. 
It is maldng a aignificant contribution toward the health of the new 
generation in India, but what may be even more important in the long 
run. it is helping the atates to eetabliah and gain operating experience 
in an effective social welfare program. 

Progress ha• come very •lowly because the Indiana were initially 
auspicious of the American agencies, particularly the religiou.e-related 
ones, and were reluctant to devote the necessary Indian resources to 
establiab school lunch. institutional feeding, and mother/child center 
program•. Despite the magnitude of the job, some real success has 
been made and today both federal and state attitudes toward the programs 
and the agencies are good. The Indians are participating wholeheartedly. 

It should be emphasized that we have achieved an excellent posture of 
nonpolitical distribution of relief foods under 01.1r donation program. 
These Title II and Title ill uses of food have not been criticized in the 
Congress, even during the fever of debate about concessional sales of 
food to UAR, Poland and Yugoslavia. The Hickenlooper Amendment, 
for example, specifically exempts our food relief from it• mandatory aid 
shut- off provisions. 

Attached ia a breakdown of programming, approved in the field, now 
waiting Washington clearance. Since July 1, we have been maintaining 
these programs with supplies already in the pipeline. It already is late 
if we are to prevent an interruption in distributions. 

(~
Richard W. Reuter 

Enclosure 
RWR/mtm 

JUL 2 9 ~ 

https://progra.ni
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• ~ms {'l?l'.l'LEIll, PL 480) 

Four voluntary age_ncJ.es,.CARE,Catbolio Relief Senices, 

Cbu;rcl1 WCl"l4 Semce, am wtheran \larld Rellet,. emone Ul,tei-.. 

m~ioi¥sl agency, WIW<t,, ore distt-1buting tooda available ~ 

Title llI at PL i.eo to about 11 mU Hon people 1n India. 

Exponsjon to about l2 million uspropooed tor the eur­

reut :tucal year. Over 10 mU11on .of those reeeiving the food 

are scbool chil4Z'en, infento al'.ld ~1D& mot.bers. 

!1.1.bGestimated wlue o~ the tQOd to be supplied tha 7et.l.r 

ia $41 million .. 

Food shipnents are c~ beirlg hel4 1u c~ but 

the~ are cont~:nuina out~ food awUo.ble in the pipeline. 

https://age_ncJ.es


Number of Persons - (In Thousands} 

Infants and Nursing 
Mothers School Lunch All Other 'Total 

FY 1965 FY l.96? FY 1.965 FY 1966 FY 1965 FY 1966 FY 1.965 FY l.966 

CARE 6,m 9,187 416 6,993 9,1.87 

1,226 996 l,848 1,574CBS 33 21 589 557 

cws 9 9 209 174 234 192 452 375 

um 2 2 52 44 51 51 105 97 

y l,68o 707UliICEF 865 7W 815 

T:>tal 909 739 8,242 9,962 1,927 1,239 ll,078 ll,94o 

336 463Million lbs - All Cammodi ties 

$ 32.2 $ 4o.8Million dollars - Export Market Value 

y Shifted to CARE., 
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P'OR THE CHARGE NLJ O tJ-1 80 - '.'.IIJ)f,r ' I BJAf NARA. Date Jl-~'J-- 'f 
PL 480 Agreement. 

lliasmuch as our consideration pending requeat for new Pl. 480 

egreement not yet completed, we willing offer GOI interim arrag--.t for 
✓ 

1.0 million t01l8 wheat to meet urgent needs aa suggested by Subramaniam. 

to pr.ovi.de tvo montha' 

hports under PL 480 Title 'I. Anticipate GOl will apply for PA'• 

immediately after notes exchanged. 

You authorized negotiate amendment to Titl~ I PL 480 4gre4tlHDt 

September 30, 1964 ao nnended to add .$58~ 8 m1llion for wheat/wb('.at fl-em: .. 

Amendment requires FY 1966 usuol marketing ccaiait~t of 200,000 Y...i: 
I 

wheat, $600,000 addition.al for 104( ) £d Jb). l'ollwtnz applicable 

this amendment: 

MB.I 
.AA/Hi;· Hin~ J~ watu!__USD 

AID AND OTKIR CLEAIIA 
L/T:3iiradfo~/ AA/NESA.iWB.\faccx:tbu S/s· -· . :· • • J ..SOA:SScber.J/ L/T :JDStone;l, ,- REPRODUCTIONFROM THIS 

NBA:PTalbot NESA•WPurst llhit.e House - Mr • B~ IS PROHIBITED 1 

USDA/PAS:RShegogu~ • ' UNLESS "UNClASSIREO". 
B:E!'d.tid <•t~ WE S / S-0: ERWil liams IJJ.i.i:fE!t•ll!ri!t):iAl. 

PIIINTID 1-U 
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1. Currency uses (in percent total): US Uses 20, Cooley S, 104(1) 7~. • 

2. Limitation on CCC ocean freight financing-see para 3 refair. 

3. USG may depoait LC in interest-bearin$ account~-aee p&ra S refair. 

4. Interest rate Cooley loans-see para 6 refair. 

5. 104(g) loan tema 40 years maturity, three-year grace period on 

payment principal. One percent interut for 10 years, 2-1/2 percent 

for 30 years. Sameterms applicable December 31, 1964 amendment. 

You ehould attempt reach agreement O'll Calcutta project aa explained 

rcfair. 

1te Bmbtel 3705, provision for 104(a) convertibility frOII loan 

repayment■ (including principal aw.\ interest) statutory requir~. Section 

7(a) of 104(g) loan agreement iucludes convertibility provieiOD. Language 

inadvertently omitted Enclosure 1, retair. 
, 

Following is draft proposed noto to be exchanged with GOI (wmecea•u,, 

words om:ltted): 

BP.GIN TEXT: 

Excellency: Have honor refer to Agricultural Ccimmodities },greeme71t 

between two Governments signed September 30, 1964, as amended, and propoae 

agreement be further amended as follows: 

1. In commodity table in paragraph 1, Article I, increase value vbaat from 

$269.S3,million to $328.33 million and increase total from $426.70 m:l.Uir,n 

to $48S.S m1lliOD. 

2. Ren.umber paragraph 3, Article I to paragraph 4 and insert nev'paragrapb 3 

1:-IMbTEDon-icw.. USI 
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read as follon: 

QvotB 3. GUSA will finance ocean traDBpol'tation coats of $58.8 

Jlillton worth of wheat cddecl by amendment to this agreemeDt 

OD.ly to extent toot such cost• are hicher than othexwi•• ~d be_ 
of 

cue by reuonta. requirement that approximately 50 perc,iit by tomaage 

of aucb wheat be tr; ported in United Stat.ea flng veaaela. Balance 

of the transport 1:1cmcoat for auch wheat required to be ~ed 1a 

Ullitecl States flag sela ahall be paid 1n dollara by GOI.· Proaptly 

after ccmtracting for lJDitecl States flag shipping apace reqiiiuct to be 

UBed, ,in ay event. uot later than preQeutatton ~f venal.a for-~~, 

GOI vil1 open letter of credit, in dollars, for •~ted.~~ .ocean 

trauport&tioil of auch wcat c:arriecl 1a tJnited States f~ ~•eta . . 
·~· 

3. ,;~ p~h A, Article II stituu QUOD 11.2 -,-er.~t ~-f~0 . . ' 

Q'SO'm 10 l)ar t ~ and GUb titute QUOTE$2.6 iniµion tmQt10Dtf~ 

qoom two (2) llillio.1 dollars UNQ'UO'll. 

4. In paraerapb D, Article II, d~te QUO'lB 10 percent UI~ ad 1.llw.:.:. 

QUOTI9.4 p rceut UNQUO'fB. 

5. Iu parqreph C, ARTICLE II, delete QUOTB 80 percent UNQUOTE~ tll!Sfft 

QUOT&79.4 percent UNqUOD. 

6. <:01qnu npees roceived by GUSA under ai,endaeut may be depoaitod in 

1Aterat-bearing acC-01:Cta in banko in Inda celected by CUSA. 

•7. Article II, subparagraph B(4):, will 110l: :require GUSAto ma1tel~ with 

funda accruiJ:ag under thio BmL.~t ct interst ratco of 1•• th.a coat 

LIMl'Tlm ORICIAL USB 
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of funds to United States Treasury on comparable maturities. 

8. In numbered paragraph 3 of United States note of Sept. 30, 1964, 

delete QUOTR$8.524 million tmQUOTEand insert QUOTE$9.710 million UNQUOTE. 

Thie proposal 18 made on understanding that, in addition to purchaeea 

under terau this amendment, the GOI will procure and import with it• CJIIWll 

reaource• from United States and countries friendly to United States during 

United States tuc.al Jam%year 1966 200,000 metric tons of wheat:. If deliveriu 

under thi• amendment extend into subsequent period, level of usual -rketiq 

rcqui-rementa for such period will be determined at t:f.me that requut f,or 

extension. of deliveries is gade. 

It proposed this note and your reply concurring 

thereiu shall constitute agreement between two Governments on this matter to 

enter into force on date your note in reply. 

Accept, Excellency, etc. mmTEXT. 

U abcwe note acceptable GOI without change you autl1ori&ed uchanaa 

notes saotifying AID 72 hours (not counting US holidays and weekend•) :bl 

4l(lvance of date end haur of achang. Confina exchange priority m clear 1D 

AID eeriea. Airpouch documents in accc,rclance)oll 'PAM 326 •. 

LIMITED OWICUL US! 



OF T~E: PRESl~NT 

BUDGET 

25, D.C. 

July 15, 1965 

EJ<.1-CUTIVE OFFICE 

BUREAU OF THE 

WASHINGTON 

MEM0F~DUM FOR THE PRI:SIDENT 

Subject: India and ~.L. ,480 

I understanc1 from Bob Komer thnt you are prepared to go ahe~d 
,·,ith an interim P.L. 480 agreement with India. But you wish 
to find a ",::av to enqnge Congress in support c.2 your actiono 
I have explored possible means of accomplishing you~ objective 
with I<omer and Bator and with top people in AID, State, ~~c 

Agriculture. We have identified fct1~ ~ "'tcrnat;;_'--ee which c:..:.:-~ 
outlined below, along with pr-: and con arguments for each. 
All the alternatives involve going ahead with something for 
India now, becausa of the tirr.~ rec_;u.ired for even the quickest 
congressional action. EVeryone con~ :lted believes that poli­
ticol or substantive disadvantagas di!iqualify ·very ;:.pproach 
e:,:cept the last (number 4). ~Je conscquentl:i· :...::ccm..T:J.endthat you 
adopt the last alternative. 

Altern .. tive~ 

l. An~_ounce a p_ l:''tial (1 million tons of whe2t., c:.bout 
2 months 1 deliveries) interim .-,rc~·".'ant with Ind:i..:t and su!-uit: 
a complete revision of P.L. 480 to the Congress this -~ssiof!. 
The transmi-ttol message would make it clear that the remainder 
of the Indian agreement would a,,:ait Congressional action on the 
bill. 

~,--This would provide for ..:he earliest possible 
reorientation of the ?.LJ. 480 prograi~ - one 
year ahead of schedule. 

£2!!.s-We are simply~ in a po~iticn to develop a 
£~~1-scale redo of~.~. 480 in the ne:~- month. 

- ...Even if '°'--e could, it ~s ext::c._-..._y unlikely th~~ 
the Congress would comnletc nction c such 
controversial legisl~tion this session. 

-•In the absence of Congressional passage, W4 
would be back .;n the soup in India in two months. 

JUL l fj 19 
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2. Announce a parti2l inter.:.:-:t e:~i::onsion ngreemt:!nt wit~ 
India, a.'l'ld propose selected cmendr·:-nts 'i::.o P.L. 480 this 
session -- in adva4ce of next year's general rcv~sion. As in 
#l, the remainder of the Indian agreement ~"Ould await Congres­
sional, action. 

The most premising possibility would be an incre~ce 
in the Title !I authority, ~;hereby the President CM transfer 
surplus ct~unoditics on a grDnt basio to m~c~ fa.~ine or othc~ 
emergencies or to promote economic or com:inunity development. 
'l'his increase could become part of a special Asian relief and 
development program. 

~i--The legislation -would provide a vehicle fo= 
Congressional expression of approval for 
Indian P.L. 480. 

-The spacial Asian development character fi~s 
other u.s. initiatives. 

--Under Title IX we need no longer accumulate 
embarrassing surpluses of unusabl~ excess 
currencies • 

.£2!!,s-'l'his particulQr amendment would be very co~­
troversial and it -v;.::>Uld be hard t._, find an 
important, but non-controversial subG·-.:.tute. 

--The Appropriations .:.nd Agriculture Co:!llnittees 
(e.g. Ellender) ~rould be very reluctant to 
increase Titl~ II authority. Adjo~rnmcnt could 
well find us i-,itti action not COT!lplcted. . 

.., 
.-on the basis of past experience, a'tlendment~·. ·to 

.P.L. 480 invite e!~tensive further a'nendne11ts -­
usually undesirable~ 

-India would particularly resent a relic~-gr-~t 
approach. 
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3·. Announce a pt:1rtial interim extension of the P .L. 480 
agreement with India1 seek a joint c~ngressional resolution 
authorizing you to appoint a study cc1r:~ittee (1.:0 recor.unend new 
proposals for P.L. 480 extension next ~ession, along lines 
indicated in ~A below). As in alternatives land 2, the re­
mainder of the Indian agreement would m·1ait congressional 
action. An accompanying messags would spell -:.: the kinds of 
change~ needed in P.L. 480 and indicate the major points to 
be covered in the study. 

Ef.2,:--The resolution would provide congressional 
sanction for the partial interL~ India agree­
ment and others. 

--You could annoW1ce ~ your plan to develop 
and submit a new food aid approach next year . 

...£E!l:-•You do not need authorizZltion t.o establish a 
study arid sign i:,.L. 480 agreements. Thi::; f, . .::t 
will be pointed out. 

--A congressionally authorized study might come 
out heavily loau.cd ~-1ith Congrassion::.~ mcr.lbers, 
like the study of t: AID program in the r-10~..,e 
amendment to the Ali.:. bill and migh·c be t-.,nolly 

·unacceptable-. 

--Explicitly tying E}cecutivo action on P.L. 480 
ag=eements, already authoriz9d by l~w, to pas­
sage·of a ·congressional resolution m~y invite 
future Congressional encroachments on Presidential 
<-Uthori ty. 

4. Request n Joint CongreEsional Resolu·~ion which:: 

• endorses.your prior action in authorizing a 
one-year extension of the P.L. 480 ag:.. .:-:.1~nt 
with India 

• supports, in advance, the basic direction 
you intend to take in developing your propos~ls 
for P.L. 480 at the next session of Congress. 
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In an nccompnnying Mass.:lge you ·would: 

a. Stress ycu~ concern over the dangerous food 
proplem ·facing the world and particularly Asi~ 
in the coming years. 

b. state your conviction t.hat our r:'ood fo~: Pe.::ce 
program t1_ll require major redirect.ion if ,re 
are to help the developing nat~.i:::n.:::cope with 
this problem. 

c. • Announce that you are no,-, studying "·Jays of re­
directing these progr~1s so that u.s. food oid 
will: 

--be contingent U:?()n effective self-helo offo~ts 
by the recipif-m:t nzr!:ion, particularly tho£e 
aimed at securing an exoansion in a~~icultur~! 
out.put. 

--maxinize the contrih,r:.._.:m of food aid to 
overall eccnomic dcvolopment goals • 

.. 
--meet the nutri tiom:-.1 needs and !."'•wcvent. famine 

8) anong the peoples of the recipient countries. 

d. Emphasize the coP-~ection between the foo~ probleo 
a11d the Eopula~icn problem and reiterate your 
willingness to 't·1ork with LDC' s on programs to 
moderate the population explosion. 

e. State your intention to submit major changes in 
P.L. 480 legisla·tion at the ne:,rt ~ession, once 
your intensive s·i:udy ht\s been cor.1.pleted. 

f. Fi,ially, An.llOunce that you have aut.horizcd th~ 
signing of a new on.e ... yea:.: agrcem~nt ~.-,it.h I:· di~ 
making available 6 million tons of wheat. (A 
full one-year agreement avoids the embarrassracnt 
of a dra~atic Congressional ~doresmen~ of only 
2 months wort.::.c:c; food} 
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-Pro:--This alt~rnativo oaintains Freeidential pre-
rogativea to act un-....0r ·i;he present P.L. (..:,;; 
i·1ithout exp!ic::.:::. congressional c:oncu:rrence. 

-Yet it provides ~n opportunity for congress 
in effect to endorse your action on India. 

-It; permits uo to move ahead a·c onco to raaet 
the very serious Indian food ,ru:oblcm. 

--It· allows you to prepare the Congz-ess noT:1 {and 
get their gC.!,eral agreement) £or a b~sic ~evi­
oion of food aid policies and progr~s nc:!t 
year. 

--The developing countries will be p·. ·:: on notice , 
that as a condition of food aid thG Prcoident 
and the Cons=-ess will requ~:.. ::hem to tn.lte 
mnjor action to increase ag~icultur~l produc­
tion. This could be most useful even in this 
year's P.L. 480 negotiations. 

-Con:-This course of action does not g~t clear-cut 
prior congreosion~l approval of a one-year 

.. !?.L. 480 agreement tv'ith :..!1dia. 

-'l"'ao suggestio~ e,~ a . basic redirection f o .. 
P.L. 480 along the lines suggested will create 
concern on the part of certain key mer..bers, 
especially Se~.ator Ellender and Congressman 
W'ait:ben. 

CJ:hese a:re the available alternatives as U.3 r;ce them. All of 
• them hava diondvantages. 2-\fter zeviet-1ing them you nay 'tl.liDh 

to consider • 

abandoning an approach -to Cong·i:ess et ·::his sessio~• 

going ahead with m~jor revision in ~w~• 480 next• 
sesoion, m1d 

- . pending ne,tt year's revii:.ions, autho:::'.zc. ~ on::?•year 
l).L. 480 e1rtension to Indin (and to otJ~~r count!:'ics 
as the need arises). 

https://autho:::'.zc
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- Approve alter:iative: 

l ..______ _ 

2o______ _ 

3. ______ _ 

4. ______ _ 

Abandon Congressionalagree~ent ___________ 

,, 

'-:\. 

<\ 
• '· 

' 

.·\\ 

·complcta revibion of P.L. 480 this 
session -- 2 month India agree::.zmt 

selected amendments to. P.L. 480 thi.s 
session -- 2 month India agreement 

Joint Rcs~:ution authorizing study 
committee -- 2 month India '-',greement 

Joint Resolution er:dc::-·::i.ng b2__ •• •~ 
direction of new foe· appcoach 

,_ 

~­
one year Ind~a agreement. 

approach and go ahead with onc-y8~r India . 

Charles L. Schultze 
Director 

https://er:dc::-�::i.ng


Talking Points on Ind,ia P.L. 480 Agreement 

Objective 

Improved political relations with India. 

strategy: 

Use appropriate assistance programs as leverage. 

Tactics 

Is P.L. 480 wheat agreement appropriate weapon, and to what extent? 

Timing for new P.L. 480 Agreement 

The last of the wheat under the current P.L. 480 agreement will 

arrive in India about September 10. 

To avoid a gap in the pipeline of wheat shipments, the Embassy 

should begin negotiations no later than the end of the coming week, about 

July 10. 

Supply 

No significant new crops will come in until the October rice crop. 

This year 1 s monsoon is a little late, a possibly bad augury for the 

size of the harvest. 

If withdrawals f'rom central government stocks continue at recent 

rates, the Indian government 1 s central stock would last about two-three 

months beyond the last shipment. 

Last year P.L. 480 shipments supplied about 11.5 per cent of total 

Indian wheat and rice consumption; on wheat alone, our shipments were 

about one-third of the total Ind.ian consumption. 

_. trnOUP2 
Exempted :from 
automatic down,radiftC 
b¥. 
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Some state governments hold limited stocks, but these are in­

adequate to meet the situation. Moreover, emergency measures against 

the states would have to be invoked to make them available. 

Economic Consequences of Gapin Pipeline 

Reaction would quickly follow public knowledge of suspension of 

shipmentso 

With the memory of the food shortages and riots of 1964 fresh in 

the Indian mind, public awareness of an indefinite delay in P.L. 480 

food shipments would rapidly result in hoarding and price riseso Actual 

grain shortages would most likely become evident in tb.e urban areas in 

a very short time. 

Public pressure for accelerated distribution of available govern­

ment buffer stocks would increase rapidly. 

The Indian government would be forced to take drastic measures to 

assure a regular flow of food to urban areas, to head off local famine 

and violence which would threaten to undermine public. Confidence in the 

Shastri government, if not in India's system of parliamentary government. 

Measures adopted by th.e GOI might include: 

- stretch out of releases of central government stocks. The 

government has already announced a decision to reduce withdrawals from 

600 to 450 thousand tons per month; They might decide to tighten the 

belt even further. 

- Impo.sition of drastic price and distribution controls. This 

would run counter to the policy of Minister of Agriculture Subramaniam to 

provide more financial incentives to farmers and to place greater reliance 

~ 
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on market f'orces rather than cumbersome government controls. These 

progressive policies -- and quite possibly the Minister as well 

(the best they have bad) -- would most lik,ely be callUB.lties of any 

new food crisis, seriously setting back the permanent solution to 

India's food problems. 

- .Penalties :for hoarding would be imposed creating the spectre 

of police state methods to enforce them. 

- Imports from other countrie,s at the best possible terms that 

the Indian government can get. Soviet Russia mEcy"well decide again to 

f'ish in troubled waters by supplying limited amounts of wheat either 

directly or by diverting some wheat ships :from Australia or elsewhere 

to India, a.a they did in the case o:f Egypt. While India realizes that 

they depend on th.e u. So for the short and medium range solution of' 

their f'ood. problems, they might find it dif:ficult to refuse Soviet 

offers. Propaganda gains f'or the Soviets could be all out of' pro­

portion to the possible magnitude of the assistance rendered. 

India is in the midst of a foreign exchange crisis, which was 

aggravated ( to the tune of about $50 million) by foreign food purchases 

last year. These purchases were partly the result of last year's food 

crisis and partly to tide the country over the gap in the PoLo 480 

pipeline cause by the u.s. dock strike last winter. Es.sential imports 

have bad to be cut back, adding to idle industrial plant capacity and to high 

levels o:f urban unemployment. Any special diversion of' f'oreign exchange 
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for food imports would further darken the economic outlook and tend 

to undermine the position of the position of the Shastri government. 

Possible Alternate Sources of Supplies 

Wheat 

Only Canada has substantial quantities for- immediate deliveries. 

Canada has in the past provided modest quantities of wheat on a 

concessional basis, with occasional grant assistance. 

Argentina has two million tons available, but the available ports 

are already overloaded with other commercial shipments. Wheat might 

be moved, if the price were right. 

Australia and France have very little surplus. 

Rice 

Thailand could furnish small amounts (about 50,000 tons), and 

possibly more when the crop is harvested in early fallo 

Relation. to United states Objective 

A principal U.S. objective bas been to facilitate sound political 

growth in ~dia through reasonable economic progress. Foreign aid, 

including P.L. 480, has provided the critical margin India needs not only 

to feed its people but to devote a portion of its resources to broadening 

the nation's economic horizon. 

Under Shastri, India's political system has been evolving to-ward 

a more democratic distribution of power than was possible under the Nehru 

regime. This development is basically in our interest. It is impossi.ble 

to predict what would ensue if the Shastri government were to fall as a 

result of a food crisis, but in any event the orderly succession of 

power under the parliamentary system might be thrown into the balance. 
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A cut-of'f' of food shipments would a.rouse deep Indian animosity 

at all levels toward the United states and seriously threaten to under­

mine the basis for a lasting :friendly and mutually cooperative relation­

ship between our two countries. 

Even a temporary suspension of food shipments or a lengthy delay in 

negotiating a new agreement would almost certainly become a matter of 

public controversy in I dia. This would create internal political 
TI 

pressures on Shastri to which he would have to be responsive. UoS. 

interest vould not be servedo 

Back to Tactics 

Since overall discussions on political matters have just started 

and are not likely to have proceeded very far by .July 10, the last day 

for making a decision on P.L. 480, a temporary extension of wheat shipments 

-- say, for 60 da;ys -- seems appropriate to keep the wheat pipeline 

full while talks with the Indians on broader matters proceededo 

This extension will plainly not take any pressure of the Indians 

in the discussions, and if the public announcements are b,a.ndled correctly, 

it should avoid adverse effects in the Indian food market,. or at least 

contain them. 

Conclusion 

Recommend extension of the present P.LoAagreement by 60 days, adding 

about one million tons of wheat, and adjusting the terms to comply with 

recent legislative changes. 

WCFurst, NESA/SA 
7/2/65 
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UNITED STATES DEPARTMENT OF AGRICULTURE 
FOREIGN AGRICULTURAL SERVICE 

WASHINGTON, D.C. 20250 

JUN 2 1 1965ADMINISTRATIVELYC'~JAL 

To: Robert W. Komer 
National Security Council 

C.R. Eskildsen(It From: 
Associate Administrator 

Following our telephone conversation on the food requirements in India, 
we find that the situation is as follows: 

l. Foodgrain stocks in India are virtually non-existent in relation to 
consumption requirements because of the necessity to draw down 
reserve stocks to meet India's food crisis last year. 

On Mey 8, government stocks of wheat and rice were l,054,000 tons. 
The average monthl.y off'take in the first four months of l965 was 
600 1 000 tons. The GOI now plans to reduce the monthly offtake to 
450,000 tons in order to maintain stocks at a level to prevent a 
crisis such as occurred earlier this year. Thus stocks on Mey 8 
represented about two months' supply at the reduced off'take rate. 

2. The last purchase authorization under the current PL 46o agreement 
was issued on Mey l4, l965 for 6oo,oootons of wheat for delivery 
through August 3l, l965. There are also residual funds available 
for approximately 285,000 tons more which would fulfill about half 
of the September requirement. 

3. In order to prevent an interruption in the food shipments it would 
be necessary for new shipments to commence by September l, l965; in 
order for the shipments to begin at this time it would be necessary 
for contracts for the shipments to have been made by August l5, 
1965; in order for the contracts to be made, it is necessary for 
the Indians to have a purchase authorization by July 15, 1965 • The 
purchase authorization can be issued on the same dey the agreement 
is signed. 

ADMINISTRATIVELY~ 

JUN21 196s 



coN'll'iPENTIAL-::-:--,, 

RWK: June 22, 1965 

A double-check with both State and Agriculture verifies these 
conclusions about the timing of our Indian PL 480 agreement: 

1. The comfortable date for beginning negotiations to avoid a 
hiatus in shipments is 22 June. This date allows normal time to 
negotiate, arrange shipping, procure and get grain to port. 

2. Assuming a crash effort all around once we decide to go ahead, 
the latest date for beginning negotiations is 6 July. (Eskildsen 1s memo 
says Indians must have PA by 15 July. Allow a week to wrap up the 
agreement plus a couple of days to issue the PA--more likely than not 
allowing any as in his memo--and you 1re back to 6 July.) This assumes 
unusually quick booking of ships. 

3. The immediate danger from a hiatus in shipments is more 
economic and political than caloric. Previous experience suggests that 
within 7-10 days after the halt becomes known, free traders begin with­
holding grain from the market. This both raises prices andincreases 
the drain from government stocks as the government releases stocks to 
keep prices down. A gues ~ ~__.J;R-&tgovernment stocks c,,ould be cleaned tut 
out in 2-3 months if shipmenfl 

0 
stopped after 10 Augusif, assuming no .: 7°' ,<1._~......... 

emergency shipments from other sources. There would still be some "r,ec "<~ 

state and private hoards, but by that time prices would have spiraled ": ...L. 

and probably sparked food riots in some places. °'··'f 

Comment. USDA, State and the Indians would accept these conclusions, 
although all admit that dates might slip a week here or there in an operation 
as complex as this. The fact is {comparing this with our operation in 
Algeria to bring stocks to short tether) that India 1s stocks are very close 
to the wire and already well below what USDA and GO! considers the 
lowest safe point (2.. 5 million tons of wheat and rice). So any prospect of 
a hiatus in shipments will provoke an almost immediate GO! reaction. 

-a 
HHS 



CO.WFlDENJ'J>f.., 

CAL GULA TIONS 

1. Stock levels. On 8 May GOI stocks of wheat and rice were 
l, 054, 000 tons. If the GOI succeeds in cutting monthly off-take from 
the current 600,000 tons to 450,000, we can expect a monthly net 
increase in stocks of 150,000 tons {assume US deliveries of 600,000 
tons monthly}. That would put stocks at about 1,600,000 tons when 
deliveries under the current agreement run out about Hll September. 
If shipments stopped and off-take ran up within a range of 5-800, 000 
tons monthly, the stock would be wiped out in 2-3 months, assuming 
no shipments from elsewhere. 

2, Pipeline. USDA agrees with the Indian purchase mission that 
current PA's will keep ships departing until about 10 August (i.e. arriving 
until 10 September since ocean trip takes 30 days). It is possible that 
residual funds might add 10 days, but USDA feels 10 August is the best 
date to work from. So the Indian end of the pipeline will be empty about 
10 September, or at best a few days after. 

3. Timing. Two factors determine when we must begin negotiations 
to avoid a hiatus: 

a. The Indian procurement mission here needs about 6 weeks 
to book shipping. Thus they should normally begin booking about 
29 June. (Of course, they could be lucky and do it in less, or they 
might need longer.} To accommodate this, negotiations should 
begin 22 June. 

b. It will take 5 weeks between Washington decision and first 
ship departure; 1 week to instruct and wrap up the agreement in 
Delhi; l week for USDA to issue Purchase Authorization (Eskildsen 
says USDA can do this the same day the agreement is signed, but 
the working level says that's possible but unlikely); 1 week for Indians 
to request and receive tenders; 1-1-1/2 to get the grain to port and 1/2 
week to load. Thus the latest negotiations could begin is 6 July. 

Co-NPIDEN":Fb'{L 





UNITED STATES DEPARTMENT OF AGRICULTURE 
FOREIGN AGRICULTURAL SERVICE 

WASHINGTON, D.C. 20250 

JUN 2 1 1965ADMINisrRATIVELYCO~IAL ~ 

To: Robert w.Komer 
National. Security Council 

c. R. Eskil.dsen'1ftFrom: 
Associate Administrator 

Foll.owing our tel.ephone conversation on the food requirements in India, 
we find that the situation is as follows: 

1. Foodgrain stocks in India are virtua.lly non-existent in rel.ation to 
consumption requirements because of the necessity to draw down 
reserve stocks to meet India's food crisis last yea:r. 

On Mey 8, government stocks of wheat and rice were 1.,054,oootons. 
The average monthly offtake in the first four months of 1.965was 
600,000 tons. The GOI now pl.ans to reduce the monthly offtake to 
450,000 tons in order to maintain stocks at a level. to prevent a 
crisis such as occurred earlier this year. Thus stocks on Mey 8 
represented about two months' supply at the reduced offtake rate. 

2. The last purchase authorization under the current PL 48o agreement 
was issued on Mey 14, 1.965for 6oo,oootons of wheat for del.ivery 
through August 3l., 1965. There e:re also residual :funds available 
for approximately 285,000 tons more which would fulfill about half' 
of the September requirement. 

3. In order to prevent an interruption in the food shipments it would 
be necessary for new shipments to commenceby September 1.1 1.965;in 
order for the shipments to begin at this time it would be necessary 
for contracts for the shipments to have been made by August 15, 
1.965;in order for the contracts to be made, it is necessary for 
the Indians to have a purchase authorization by July 1.5, 1965. The 
purchase authorization can be issued on the same day the agreement 
is signed. 

ADMINISTRATIVELYCONFID~ 

JUN 21 1965 
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June 22, 1965 

A double -check with both State and Agriculture verifies these 
conclusions about the timing of our Indian PL 480 agreement: 

1. The comfortable date for beginning negotiations to avoid a 
hiatus in shipments is 22 June. This date allows normal time to 
negotiate, arrange shipping, procure and get grain to port. 

2. Assuming a crash effort all around once we decide to go ahead, 
the latest date for beginning negotiations is 6 July. (Eskildsen's memo 
says Indians must have PA by 15 July. Allow a week to wrap up the 
agreement plus a couple of days to issue the PA--more likely than not 
allowing any as in his memo--and' you 1re back to 6 July.) This assumes 
unusually quick booking of ships. 

3. The immediate danger from a hiatus in shipments is more 
economic and political than caloric. Previous experience suggests that 
within 7-10 days after the halt becomes known, free traders begin with­
holding grain from the market. This both raises prices and.increases 

I 
the drain from government stocks as the government releases stocks to 
keep prices down. A gues ~is,&}., government stocks could be cleaned t..t_,., 
out in 2-3 months if shipme~ stopped after 10 August( assuming no '-t...~ ~~ 
emergency shipments from other sources. There would still be some ~ 
state and private hoards, but by that time prices would have spiraled -~ 
and probably sparked food riots in some places. ~ 

Comment. USDA, State and the Indians would accept these conclusions, 
although all admit that dates might slip a week here or there in an operation 
as complex as this. The fact is {comparing this with our operation in 
Algeria to bring stocks to short tether) that India's stocks are very close 
to the wire and already well below what USDA and GOI considers the 
lowest safe point {2. 5 million tons of wheat and rice). So any prospect of 
a hiatus in shipments will provoke an almost immediate GOI reaction. 

~ 
HHSOECLASSIFIEJ 

E0.1.:;2 - -1 

NSC Memo, ,,~...I , ... <_.i1•. t::S 

By-f--• NAf~.\ D~,~~Jl:0/ 



CALCULATIONS 

1. Stock levels. On 8 May GOI stocks of wheat and rice were 
1,054,000 tons. If the GOI succeeds in cutting monthly off-take from 
the current 600, 000 tons to 450, 000, we can expect a monthly net 
increase in stocks of 150,000 tons (assume US deliveries of 600,000 
tons monthly). That would put stocks at about 1,600, 000 tons when 
deliveries under the current agreement run out about 10 September. 
If shipments stopped and off-take ran up within a range of 5-800, 000 
tons monthly, the stock would be wiped out in 2-3 months, assuming 
no shipments from elsewhere. 

. 
2. Pipeline. USDA agrees with the Indian purchase mission that 

current PA 1s will keep ships departing until about 10 August (i.e. arriving 
until 10 September since ocean ti-ip takes 30 days). It is possible that 
residual funds might add 10 days, but USDA feels 10 August is the best 
date to work from. So the Indian end of the pipeline will be empty about 
10 September, or at best a few days after. 

3. Timing. Two factors determine when we must begin negotiations 
to avoid a hiatus: 

a. The Indian procurement mission here needs about 6 weeks 
to book shipping. Thus they should normally begin booking about 
29 June. (0£ course, they could be lucky and do it in less, or they 
might need longer.) To accommodate this, negotiations should 
begin 22 June. 

b. It will take 5 weeks between Washington decision and first 
ship departure: 1 week to instruct and wrap up the agreement in 
Delhi; 1 week for USDA to issue Purchase Authorization (Eskildsen 
says USDA can do this the same day the agreement is signed, but 
the working level says that 1s possible but unlikely); 1 week for Indians 
to request and receive tenders; 1-1-1/2 to get the grain to port and 1/2 
week to load. Thus the latest negotiations could begin is 6 July. 

D::ClA~ 1 ED 
E.O 1:-1· ~ • 4 

NSr Men'1), I ,,- I • -~ 

)., By-f--, l'lAhA, D,.., •.J .. ~ 
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SUBJE:CT: IWIA ~ Wbeat Pipeline 

"Ib.e.re 1& attached a. pa-per vhich d.1~<:u.&seathe wiea.t pipe­
line. for India and ~ the cU:r~ct con.segue.nce.1Sot a tdatus in 
P.L. ~&:, sbifmrnts. . 

Inf~tion an production, couwnpt1on. ctocka Alld.prices
is included 1Q an Annex. 
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Sta:t.a llJ'ld private trtcc~, 1ntt prt«s wul4 sp1ral 4U!Ckl3z,us!.rJg the 
1>ossibil!\y e£ focd riots ih cos P~"• 

"l'be COl is aun-e that t~ng 1a now tight as en4~ 'by Su.\ruea1t'ID 121 
denol'Che to Gr-oent on June ~9.. Unu~ a d«:1s.tat, ts 'mde by July 10, en 
tY'lt.erruptioa of ~hip,-nta ~c0111 almost t~vtd.dable-. .E.1r,an.then, son2 
hl!J'oic trE.asures Will be n-eeded to ;.mooilize. ,hipping, i ~t~ PA' s an:! 
tv.ders . .a,..,ever, th~ ung 1-e&i t1~e 1.rtvol.wd llllY obscun tbe serious• 
t:::r:, of' tbe situati.cm to t-h.e Xnd:lan pub.Uc f'oti SOIJI? tizoe, perb&pQ 2 .. 3 
yeeKS as a g\l,es~~ 

'l'be OOI wuld hav~ a l.bdted grace period fer mldns altet'Nlte 
acr~emmta, JU.1di as purchase9 els~~, es it. dld at tbe time et the 
u. ~dock 5trll(e. To reassure tbe public, the GOIprocured larte ~i:r 
cf -.meat and rice with rr .. fON!lgi ~ at a cC&t. or al>wt ~ 50 
million. !1l<31a.'s capacity tc repeat this open.t1on 1.s Him.tea. Bue to 
declinini fore;itn ~bM)ge r-.ese-rv~. In l't"eaent c!Kw,stance, altetni• 
~ive procurement oe fao::11):&.tns\!ICIU.ld\ll\t!loubt.e8.ly be at tbe ~pen.se o£ 
~ssent~al impo.rts £or tM de'lfelCg)ffll!ltt pro~ 

Last ~ear•a f'oocfcrisil sh.ack ~ Sim.rtrl GCYe~rnfflt. Mother 
4b'par1ence c,f this ki.1,d. C6U.ldtbreatffl the stabi.llty ce tne ~rom!tl't. 

A ""'8t likely casualty o~ ~ tzew~ exists \10Uld be the pro-
&,esrl>ae ag-r1cultural policies of Eocd .ar:d liriculture &i.iiter -· 
&hraamatt whi.ch 'Wl2-have be:eit eu-pporting. ~val o~ that proga111 
( at!d pc,ssihly of !Uhraenian) d•nd8 ma ~teet.tve ud)l"eUa ot 
P.L \So ~t ehi~tB. ~e srst• a£' :tncent1w pr-tee:, ~ k produeera 
is't"aduc~ l8St yea:r, ~ ~e:,s ~s snaater rel1s.t,ee an :DBrk.et 
-rorces (inste&a o:L dire-ct go.venment CM.t-rols) in the eal.l.ection, 
stcn"ing ar\t! distributi.on ct ~~.in, the MOV'effiU!t towaxda et~tioo 
of r.ti.~8 deed for eo opporlwuty 'to ~ t'1etr YK'th on the 
SCCLJfflllat.ionc£ buffer stocks by-the GOI.. 

~ most like~ rmclia:t c£ tN: QeI to an tn~ in u. s .. 
eupp1ies weuld be try to .st.retch &,,,eslie SUJ>plit-s b,y ?'6tion1111g Rid 
·othlr ti.gbt imrkn~ ar.d pri¢8. ~trol4 ~ w ou.pel~ ~esi ~ 
11'0.lited purc.basa&oC O&im CJ.rtside the 11. s. 
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Pr duetim 

_.7 Production ot f'ood gra.1.M 1n 1964/65io est~tod at 87.5 tI1.lllon 
crettic tons, or about u; higher tmn 1963/64. The totru. includao J8 
nsilllM> tone cf rice anal2 d.lliOZl tone o£ vhcat. P.rocpccta for 
1965/~ are unc~1n and very lArzely d~pandent on the r-.a:u::~, no-.1 

beg(nni:1'18• Rica eTA.'heat are treated as :tntcr~able tor thia 
eti¢.y, act~ ~st tz:d1enc r,refcr rice. 

i 

\ 1be bulk or tocdsrU,ns produced ~a 1n p.rivutc trruio ~h...,_,-rn~l.B. 
8uba'tantial ~• of the crop a.""S hcl.d C£.t tho proo-i.1ccr/,.•·U.lo....,~ 
1£vel. in antic1,stion o:t price rise:, la.tar in the '3'CC: (\I? tt., avo.11.able 
su~~ie• tH•n:1 sh. The efi'orts ot the C<Ztral. &nd Stl.te ~:i to 

- ec.qu,ire subst.:ut'-..inl. b1u~ r...ocr.a frorl d~etic production have :m vi.th 
~t-ecl SUCCCt:?6. 

Can~iOYI 

C0119wnptiont:1tf'OOI!erams 1n 1965/661s eeti.'l'atcd ct about 92 
milliOfl toes, asnnd.ng ~ cbal:l,ge1n p,.-1~.ta atochl 1 mo-ney ~, ar 
a1et, and a pe:- capita con8lllt¢ioa. O't slight~ over o:io ~ of' grain 
per day. 'l1u.s obviously imderstatec require?:lCnto einee mu.ais a. 
chmnicall,y faocl abort ecooonvemccn~1::a is at minima levcu. 

8toeks 

Ia-teat ave.tllll,J.e da.ta on b~ stoc!ts ar~ £or lcy 8 ~hen GOI ha4 
stocks of 512,000 te;ni, at .eat and 54~,ooo tooa of rie1t, for a total 
ct£ 1,ca4,-oco tons. 'fbisu a aharp r«~J f.r-0?1lact. Deceaiber t;bcn 
601 stocks had fa1lel!l to 506,000 tor>a, cansistin3 of 2ai.,ooo tono c4 
Nheat a.ad 222,.000 tons cf rice. !£he rocovcr., 1s ]?flrtzy du.c?to 
accelerated r.L. 48o ebipr.nmts,. 9-uppJ..emmted~ larse :5e~ .. imports 
at wheat fron Austral.ta. a.nu Ce.nada om ot r1cc 1'rOt1 Sa...i.th ~ Asia. 

I 
• j 

Durlns the- lint f'our »onths ot 1965, dra1ial.ngson COI "ocks, 
m:,stl.y wheat, have averaged about &,-0,000>tone per mantl,. 'nte C-OI 
has ~ently emowtced a °belt tiahtenin3" efi'on ur...4er llirtcb draw-
ings on stocb are to be reduced to lt50,o«> !)Qr ~th. SuccHS is coubt­
ful with the· hlean montha" 0£ ~izwrt/Sepwti;cr ca:iillc u:p, prcccd.lni; 
tbe: newrice crop in Octolter/~·. 

A record 811l01mt of 900,000 tons ot wheat(chiofly P.L. 4&>)was 
1)9Crl.ed ill .J:\Ule, but the rate at urivala in ~ and Au~ is balmcl 
to be .totJe.rbecaU5e o:t tm monsoal. Ne'Vutheles:1~ eme. turth.tr ~crea::e 
1n goverm:iee1t stocks can 'be amicipated 1n J'JDo end July. A mush 
esti.mlte would ba 5'Ql),_CQO, ma.ki.nStotal end JulJ' GOI l.-heat ~ rice 
at-ocu an estimated 1.,550,000 tone. 

Aside tr= centro.l flOVC!rnr.:ent stocks, 1am a: tllo Stat~s olso ~1.u 
\1bcat l.m.l rt~a ~. ~~ atocks roae tram a lov or ~7,000 tona 1n 

►--
1 E.vl.AS::: E:) 
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PRESERVATIO COPY 

https://ma.ki.nS
https://turth.tr
https://1)9Crl.ed
https://Austral.ta
https://p,.-1~.ta
https://asnnd.ng


( 

.. 
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Oecanber )._96q to l,.229,000 tans on !-b7 8, 1·)65. ~ latter rl.OCkCQl?iaa 
chiefly of rice, am 1a hel.15p-isri~ 1n tJ:2oSouthC!rn r1co e-..:rplus &?tate11 
c:£ Mlc1l"asand ~, end is ElOt, umex- prea~ Cc:wtit;it1o:l:ll. orr:,nse­
mmte, a'nlil.ab.le to the- ccmtral. ~. 

~ a tt"S:ult of tbe food crisis or l9G4, pl"icea ot all tooelcraJ.riarCIN 
sharply throu!}sout most of tba YMr, 'l!,he toed index rose froin 140 1n the 
fiTst q~er. to l.68 in the fcxrrtll quarter. The crisi~ was largely one 
of public fear of trhortaps il\apired "tly apeculation UJd !rloreasn 1n 
boardil')6. Food ~ 1n ljarts of th4I country were chief.cy the 
nsu.tt oeam-!set lfSIUpulation l,eca~ ~ distr1but1co -pNblems and ats­
ttllllB&ement. 'lhe ~ trlecl to camter these pricesrisea chietl.7 
i,y ~ust1ng 1ts butter atoeu am ~ mcreas~ iqorta ea rapidl;.r,. 
as ~~ibl.e. 

. . 
Afl conlidance was restc:re:J with the help o'f ~ P.L. '4ao 

shipment:,, prices bepn to decline near the end at the yur. Far 
.instance> the llheat trice 1Ddex 1n Ma¥uu ~~than 1n JtilJJ:Jll.rY 
l965, b\.lt 1t \8-S still. hidier tun 1DMa;, ~-
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CHRONOI.OGYOF MAJOR 
INDIAN APPROACHES 

ON THE P. L. 480 AGREEMENT 

January 

February 

on a donation or other 
build up buffe stocks. 
New Delhi - 'Agr. 84. 

ional 

GOI asked Australian ~vernment for 

r 1 million tons of wheat 
basis to help GOI 

150,000 tons of wbe~t as 
a result of failure \ U. S. P.L. 48o shipments to reach India, 
due to East Coast rike. 
New Delhi to Sta 2209 ~ated Feb 7, 1965. 

February 

GOI asked IJ,I ublic of Kore\o divert 34,ooo tons of Title I 
wheat~o ~dia to help reliev~' political unrest in India due 
to shor ge of wheat 
Seoul o State - lll4 dated Feb. 19, 1965 

Late March 

Inf'ormal notification from Indian Embassy to Dept. Agr_culture 
of planned GOI request for new agreement. In reporting this 
to Embassy Delhi, we suggested it to advise GOI that we thougi:t 
amount requested for two years seemed high but that "additional 
amounts would be supplied in the second year by amendment if 
needed." 
State to New Delhi 2022 - March 29 

March 30 

Meeting between Mr. Diaz, Secretary in the GOI Food Mir,istr.1 
(accompanied by Guhan, Deputy to Indian Economic Minis~er in 
Washington) and State/AID representatives, chaired by Deputy 
Asst. Secretary Handley. Diaz stressed urgent need for two 
year agreement to provide supply stability needed to reassure 
public and to build buffer stock. Old buffer stock vanished. 
Indian efforts to improve agricultural production to be 
accelerated. 

March 31 

Mr. Diaz 
purpose. 

iret with Secretary Orville Freeman for the same 
No intimation given in either conversation that U.S. 

DECLASSlFlED 
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Chronology 

April 8 

April 8 

April 26 

May 8 

May/June 

May17 

~ 
-2-

might not be willing conclude new agreement in time to 
keep pipeline full. 

GOI submitted formal request for two year agreement. 
Government, wheat stocks virtually non-existent. On 
February 28, only 298,000 tons of wheat and 400,000 tons 
of rice, compared to 1,273,000 tons of wheat and 405,900 
tons of rice in previous year. 
New Delhi to State 2937 dated April 17, 1965. 

Sundara Rajan (Economic Minister in Washington) notifies 
State (Sober), Agriculture (Eskildsen) and AID (Gabbert) 
of formal GOI request. 

Sundara Raj an transmits Aide Memoire to Department of 
Agriculture requesting relief from requirement that GOI 
pay in U.S. dollars for major portion of freight costs. 
Reply negative . 

Cable sent to Delhi, with Mr. McGeorge Bundy's clearance, 
authorizing Ambassador Bowles to inform Shastri that we 
recognize India's requirement for continuing PL 480 and 
were thinking "in terms of a 2ogram adequate for India's 
urgent needs" (Deptel 2350 ).,. ~t,he Embassy replied that it 
had conveyed the sense of our message to Diaz, who in turn 
had passed it on to Mr. Subramaniam, the Minister of Food 
and Agriculture. • 

Sundara Rajan and/or Guhan made frequent calls on Farr, 
Sober, Rees, Furst to press for agreement on best possible 
terms. Calls were at least once a week to Farr and at 
least twice a week to Sober and Furst. 

Sundara Raj an and Guhan called on Dept. of State (Handley) 
to solicit early agreement. Said early agreement necessary 
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to enable Indians to maintain wheat pipeline which would 
run dry by the end of July with potential serious impact 
on GOI efforts to stabilize prices. 
State 2427 to New Delhi - May 18, 1965. 

May 24 

Sundara Rajan called on Deputy Administrator Gaud to 
solicit early conclusion of sales agreement, to press for 
two-year agreement and for delivery of full seven million 
tons requested by GOI, and to seek relief on projected 
hardening of sales terms, particularly as regards payment 
on freight. Mr. Gaud held out little hope as regards 
duration of agreement and amount of wheat. Mr. Gaud (and 
Furst) indicated discussions on terms still going on within 
Executive Branch, and noted that short~e of time remaining 
was problem. Sundara Rajan hoped for best possible terms 
but getting agreement signed on time was priority objective. 

June 7 

Sundara Rajan called on Mr. Solomon to emphasize the urgent 
need for a new agreement so that the wheat pipeline does 
not run dry. 

About June 14 

Sundara Rajan telephoned Mr. Handley from airport, prior to 
departure for I.ondon and New Delhi, to press same point as 
to Mr. Solomon. 

June 18 

Guhan's most recent telephone conversation with Sober, 
stressing urgency of reaching agreement. 
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Chronology 

June 18 

June 21 

June 21 

June 25 

\ June SO 

NESA/SA 
6/21/65 

c~ 
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Guhan telephoned Furst to report that New Delhi 
dissatisfied with progress on PL 480 agreement and was 
instructing Ambassador, then absent, to make represen­
tations, particularly about freight problem. Furst • 
referred to previous conversatioJs~which we had explained 
that requirement for GOI to pay some of PL 480 freight in 
dollars could only be considered in context of overall 
Indian foreign exchange situation and was one of numerous 
factors ta.ken into account in fixing level of non-project 
aid. Also noted that we were still waiting for balance 
of payments and trade projections requested in Paris and 
promised for end May, wlthout which difficult to consider 
freight problem further. 

Guhan telephones Furst to say that\tould like to discuss 
freight question with Farr on June 23, in preparation for 
meeting to be sought by Ambassador Nehru with Administrator 
Bell. 

Indian Food Secretary Dia• called our chqe tn New Delhi to 
aak th• atatua of the new agreement .. Expreaaed apprehenaion 
lest delay beyond 30 June curtail wheat ahlpmenta after 
completion of the current agreement. 

. Guhan called Sober again, saying he had juat been on the 
phone with New Delhi and wa• under inatructiona to inquire 
about the PL 480 agreement and expreaa New Delhi'• concern 
ove:r delay. 

Ambaaaador Nehru hu an appointment with B•ll. oatenalbly r 
to diacu•• freight problem but undoubtedly a.leo to expr••• 
concern ovel' delay Indian embaaay ha• been in almoat 
clail y touch with AID working level 

I 
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RWK MEMOS TO THE PRESIDENT AND MR. BUNDY ON 1 
EXPIRATION OF PL 480 AGREEMENT W /INDIA 

(April 30 - June 17, 1965) 

April 30 - McGB Memo to - '' ... we would reserve for your specific approval 
President 11 ... {d) new PL 480 agreements in both countries. 
{HHS draft) 

May 28 - To McGB 11 
- ••• we face two other India-Pak aid problems, 

which we haven't dared send up to the President 
yet: ... (2) We have to negotiate a new PL 480 
agreement for India in.June. The p_~esent one 
ex:e~:i;:es 30 June and the pipeline will begin run­
ning out in July unless the Indians can replace 
new orders mid-June. Meanwhile, there are 
a lot of technical details to be ironed out here 
and then negotiating with the Indians. We have 
told State and AID not to ask the President's 
approval until they have taken comprehensive 
Congressional soundings. They'll finish that 
process and be in with their request for go-ahead 
late next week .... Indian PL 480 is ~ iµgent, 
since we really have to get going now to keep the 
food moving. " 

May 30 - To McGB - "III. Make India come to us .... {2) Ne~otiate only 
a 6-month or one year interim PL 480 agr_eement 

11t is June. 
"Put India on notice that our contribution to the 
Fourth Plan (PL 480 as well as AID money) will 
depend on a much more vigorous Indian seli-help 

11effort in certain fields. 

June 9 - To McGB - Memo fox Reco.:rd/F1·esidential Decisions taken 
at 6/9/ 65 Meeting (This went out as McGB Memo 
to SecState/SecDef/ AID) requesting "early recom­
mendations on (a) a new PL 480 agreement w /India. 11 

June 8 - To President - Issues for Decision: 11 D. The Indian PL 480 agree­
~!)-t also expires 30 June and the pipeline will 
begin running out this July. To forestall hoarding 
and then hunger in India, we need approval to 

11make a new one-year agreement. 

June 9 - To President - Forwarding Bell/Mann memo recommending action: 
1111 ••• (b) give only a one-year PL 480 agreement. 
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June 17 To President - "State and AID have_been pushing_for your OK on..._ 
Lne}:V P~_480 agreement with India ... the urgency 
is that jf we stall much longer there will be an 
interruption in shipments which could cause specu­
lation, hoarding and price rises (that might be 
laid at our doorstep) ... 11 



DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
OFFICE OF THE ADMINISTRATOR 

June 16, 1965 

MEMORANDUMFOR: The Honorable McGeorge Bundy 
Sp~cial Assistant to the President 
The White House 

Attached is a memorandum to the 

President on the new India PL 480 Agreement. 

We are under the gun on timing of this Agree­

ment and I would appreciate anything you could 

do to get a decision for us. Messrs. Mann, 

Solomon and Talbot are all in agreement with 

this recommendation. 

·~ 
Willi✓S. Gaud 

Deputy Administrator 

Attachment: 
As stated 

JUN 16 tm; 



DEPARTMENT OF STATE ~ 
AGENCY FOR INTERNATIONAL DEV.~OP~NT 

WASHINGTON y 
1 G ,~ss 

OFFICE OF 
THE ADMINISTRATOR 

MEMORANDUM FOR THE PRESIDENT 

As you know, we have been considering with the Government of India 
a new PL 480, Title I, Sales Agreement to continue deliveries of wheat and 
rice. The Government of India has requested a two-year agreement for 
FY 1966 and FY 1967 providing 7 million tons of wheat and 300, 000 tons of 
rice each year plus smaller amounts of nonfat milk and tobacco. 

After thorough consideration within the Administration and with 
appropriate Congressional leaders, agreement has been reached, subject 
to your concurrence, that we should offer to negotiate at this time a new 
sale for only one additional year. This more limited period is consistent 
with our desire to push the Indians hard towards placing more emphasis on 
agriculture and adopting better agricultural policies. 

It is proposed that this new agreement provide 6 million tons of wheat 
and 225,000 tons of rice, costing about $390 million in all. These are the 
minimum quantities needed to fulfill India's requirements. Since India's own 
wheat and rice crops are about 11 million tons and 37 million tons respectively, 
PL 480 food grains represent about 8 percent of Indian food supplies - the margin 
of survival for millions of Indians. • 

As a result of a new provision added to PL 480 last year, the Indians 
will have to pay some $40 million in U.S. currency for their share of freight 
costs on U.S. vessels. Last year the Indians made this payment in rupees. 
This change is of direct balance of payments benefit to the U.S., but will cause 
a significant strain on India's foreign exchange reserves which are under 
considerable pressure and have fallen to a very low level. 

The agreement's other provisions are standard with one exception: 
Loans of local currency to the Government of India would be at interest rates 
like those for Development Loans - 1 percent during the first 10 years and 
2 1/2 percent for the remaining 30 years. This is higher than the interest rate 
previously charged India for local currency loans (3/4 percent), but lower than 
the new standard (U.S. Treasury bond rate) established by last year's legislation. 
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Our proposal has been specifically checked out with Congressional 
leadership in the Agriculture committees as required by the law and is 
acceptable to them. This rate for India will be lower than the rate for 
some other countries, but the terms of the proposed sales agreement are 
much harder than the terms of any previous PL 480 agreement with India. 
The lower interest rate is very much in the U.S. interest because U.S. 
owned rupees are already accumulating at an alarming rate. 

There is urgent need to open negotiations on this new agreement. 
Final shipments from the present agreement, signed in September, 1964, 
will be loaded by early August. Any delay in opening negotiations would 
lead to an interruption in shipments. This in turn could lead to instability 
in Indian food availabilities with resulting speculation, hoarding, price 
fluctuations and, inevitably, political repercussions. We wish, therefore, 
to authorize our Embassy in New Delhi to open negotiations on this agreement 
next week. 

Accordingly, with your concurrence, we would like to proceed with 
• negotiations as indicated above. 



:.1 -

DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
OFFICE OF THE ADMINISTRATOR 

June 16, 1965 

r . / 
r~

MEMORANDUM Bundy Q-·:.FOR: The Honorable McGeorg 
Special Assistant to e Presiden~· ' . 
The White House 

Attached is a memorandum tot 

President on the new India PL 480 Agreement. f 

We are under the gun on timing of this Agree­ ♦: l 

ment and I would appreciate anything you could 

do to get a decision for us. Messrs. Mann, 

. Solomon and Talbot are all in agreement with 

this recommendation. 

·•,\ Wil~aud 
Deputy Administrator

i' 

Attachment: 
As stated /((.JK~ 

I .•~"-- ,~ 
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DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

,1l1N1 6 1965 

OFFICE OF 
THE ADMINISTRATOR 

MEMORANDUM FOR THE PRESIDENT 

As you know, we have been considering with the Government of India 
a new PL 480, Title I, Sales Agreement to continue deliveries of wheat and 
rice. The Government of India has requested a two-year agreement for 
FY 1966 and FY 1967 providing 7 million tons of wheat and 300, 000 t9ns of 
rice each year plus smaller amounts of nonfat milk and tobacco. 

After thorough consideration within the Administration and with 
appropriate Congressional leaders, agreement has been reached, subject 
to your concurrence,. that we should offer to negotiate at this time a new 
sale for only one additional year. This more limited period is consistentJI 
with our desire to push the Indians hard towards placing more emphasis on 
agriculture and adopting better agricultural policies. 

It is proposed that this new agreement provide 6 million tons of wheat 
and 225,000 tons of rice, costing about $390 million in all. These are the 
minimum quantities needed to fulfill India's requirements. Since India's own 
wheat and rice crops are about 11 million tons and 37 million tons respectively, 
PL 480 food grains represent about 8 percent of Indian food supplies - the margin 
of survival for millions of Indians. • 

As a result of a new provision added to PL 480 last year, the Indians 
will have to pay some $40 million in U.S. currency for their share of freight 
costs on U.S. vessels. Last year the Indians made this payment in rupees. 

•This change is of direct balance of payments benefit to the U.S., but will cause 
a significant strain on India's foreign exchange reserves which are under 
considerable pressure and have fallen to a very low level. 

'The agreement's other provisions are standard with one exception: 
,Loans of local currency to the Government of India would be at interest rates 
like those for Development Loans - 1 percent during the first-10 years and 
2 1/2 percent for the remaining 30 years. Thia is higher than the interest rate 
previously charged India for local currency loans (3/ 4 percent), but lower than 
the new standard (U.S. Treasury bond rate) established by, last year's legislation. 
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Our proposal has been specifically checked out with Congressional 
leadership in the Agriculture committees as required by the law and is 
acceptable to them. This rate for India will be lower than the rate for 
some other countries, but !,be terms of the proposed sales agr:eement are 
much harder than the terms of an~ previous PL 480 agreement with India.-The lower interest rate is very much in the u. s. interest becau_se U.S. 
owned rupees are already accumulating at an alarming rate. 

There is urgent need to open negotiations on this new agreement. 
Final shipments from the present agreement, signed in September, 1964, 
will be loaded by early August. Any delay in opening negotiations would 
lead to an interruption in shipments. This in turn could lead to instability 
in Indian food availabilities with resulting speculation, hoarding, price 
fluctuations and, inevitably, political repercussions. We wish, therefore, 
to authorize our Embassy in New Delhi to open negotiations on this agreement 
next week. 

Accordingly, with your concurrence, we would like to proceed with 
• negotiations as indicated above. 

~5k 
David E. Bell 

l 

I 



DEPARTMENT OF STATE I %4J 
AGENCY FOR INTERNATIONAL DEVELOPMENT a:?. ~ ,G<;./ 

WASHINGTON 25. 0. C. 

.:: -•,CE OF 
-HE A:)MINISTRATOR JUN 3 1965 r/ 

6/Cs 

:L' (, f p <.,( 
MEMORANDUMFOR: The Honorable McGeorge Bu y rb1 

l 

Special Assistant to the Preside 
for National Security Affairs 

The White House 

SUBJECT: Construction of a Fertilizer Plant in India 
on a Cooperative Basis 

Mr. Howard A. Cowden, President of the 
International Cooperative Development Association, 
sent copies of his letter to the President dated 
,.~ril 16, concerning the possibility of constructing 
a fertilizer plant in India on a cooperative basis, 
to a number of high officials including Vice President 
Humphrey, Governor Harriman, and Administrator Bell. 
We replied to that letter on May 7, copy attached, and 
received an acknowledgement from the International 
Cooperative Development Association dated May 12 (copy 
also attached). We have sent the attached acknowledge­
ment to Mr. Cowden in response to his telegram to the 
President drawing his attention to the earlier corre­
spondence. 

fo/1.£---
Donald S. Brown 
Executive Secretary 

Attachments 

.,,,..5
... .J,, , ,::Jo 
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