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October 26, 1965

RWK:

1, Indian wheat stocks. Discrepancy resolved. USDA says Indian
wheat stocks held by state and central governments 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's 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're replenishing only central government stocks.
However, it's 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, "

2. Indian approaches on food. /Indians have stopped going to USDA
working level because they know [dela.ys aren't technical, but both
Bothalingham and S. K. Patil both hit Freeman. Boothalingham also hit
Mann and Gaud, Patil hit Rusk a.-and the Vice President. So there's 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.

HHS



T0: The lecretary

THROUGH: 6/8

TROM: NEA - William J. Handley

SUAJECT: Memstendum for the Presideat oum PL 430 for India aad
Pakistes  ACTION MEMDRANDUN

We dall have to mske scme now arrsagement by the emd of this
month {f & bresk in PL 480 wvhest shipmeats to India 1is to be avoided.
Ve belisws it 10 sow time beck on a semswhet looger-term basis
thsa the sme-two sonth errengements we have been going en. An errmags-
mwent to provide for shipments of wheat through the remaining moatbs of
this flscal year would help us in sur efforts to sort out our politiecal
problems with India, bdut wvould mot waduly leesea the tight rein we are
ceantinuisg to maintain on sur tetsl sid. Sech aa arrangement scems
particularly desirable now as we look te s fairly early visit by FPrime
Minister shestri.

Altheugh Pekistan's need for PL 480 wheat ias much lees thea India’s,
ws baliewve, a3 ve move ahesd on Indis, it {5 imperative that we taka
such parallal scticn as may Se required reganding wheat shipments to
Pakistsn through the remaiaisg months of this fiscal yesr.

Agtion Recemmepded:

1 recommand that you siga the attsched memorandum to the Fresideat,
which hes been clesred by Secretary Freemsm and David 3ell.

Apgrove
Disapprove

Clearances: USDA/TAS - My. Eskildeen
AA/VESA - Mr. Farx
R - Mrs. Bittermann

Attachmont:
Memovendun to the Presidemt. !:'J:«,d:L . NARA, I --~'L3:3.Q."b‘f

GROUP 3
Downgraded et 12 year intsrwals;
ast sutcoatically declagseified

SR LT Ak
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MEMORANCEM FOX THE PREIIDENT

Sud jesl; ¥FL 43J Title I Agreements
vith Iadia and Pakiptas

Bocoomegeacioa:

l. That you suthorize meadunsa: of the existing Title I FL 489
sales agreament with Iundia to provide far am additioccal chree nd
oas-hall million toas of vheat to cover shipmemcs from Jecember 1265
thtough June 1956 (l.e., tha remainder of U.S FY 1968);

Approve Jsapprove

2, That you epprove our sdvising che Covernamcac of Pakistan of
our willingness to authoriie the resmsiming 175,000 toas of wheat sndar
the current agresment and to extend the sgreemen: for the remainder cf
U.S5. FY 1765 te provide for addicigmal wheat {f nscassary.

Approve Disapprove

Secretary Frsemean aad David Bell jeia me in the sbove recameandatioa.

Rogkgpround:

It i3 now time to vori cut the mex: step of our FL 480 strategy
for Todia aad Pakistan.

We believe that cur recent actioas hawe clearly daponstrated io
both countries that PL 480 siles caunct be taken for granted. Ve
balieve thatr our intarest will mow be bast sexved by nev arrangaments
that will carry uws to the end of che curresat U,S. flscal yesr. Sach
arrangsaeats ould be tecminable by ws ai any time and the foreign
leadership will be s) informed. In order te keep tight control ve
will lassus purchass asthorizsiioms oa a wench-by-asach basis.

Ia our
cROUOP

Qowngraued at |2 year interwvsis;
pot -wtamatically declassified
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Ia our opinion the longer term arrangament 13 not ouly coasistent
with our cight-rain policy o2 aew sid commitmsots to beth countries,
it is 3n caseatial zspect of saintalniog the {afluence to make (hat
policy effective. So much uncertaincy has arisee asbout V.3, {aceations
and iaterests ia the subceatinent that we msed to take 2 posiiive step
sow (e reaffirm our humaaitarisn coacern for the peoples ef the 2rea.
thile w2 hold back ea military and ecenomic atd until peace i3 re-
stored, ve should ant allow food Le become a political fsswe Decveen
our Covornmaasts. la chis way ve caa do owr part te creste 21 stmos-
phere for fruitful Shaetri and Ayub wisits.

lasdia: 7To provide for India's mest urgeat needs, we have now

twice extended the existing PL 480 sales agresment s a8 (o ship an
additicnsl one and one<half million toms of wheat, eor enough for about
three moathe' euwpply. The last extension, eoverimg & mooih's nesds,
was rigaed ca September 29 and we shrll therefore have Lo make some

nev arraagement by the end of this moath {f a break ia swppliees i3 %o
be avoided. Prospecta for the nert year's crop are disappoiatiag and it
may be as much as 10 per cear below last ysar's recerd crep. Moreovsr,
the Indian Covermmen:t bas only ibout six weeks' stoeks at preseat races
of vitharwwsl, — e —

Punctioniag as they are !n a2 demoeritic framswerk, India's lesders
are finding it politically and occomomicgally diffigult to pursue our
comaon objectives oa the short and uncesrtaia reim ve are keeping oa
PL 480, The showt food supply combined vith the scare psychology
prevaleat ia Indiza cities crestes lestability with feod riots a clear
possibility, Mezawhile, the Iadiaa public, press and Periismsat are
incressingly taading to {aterpret sur stance ag am effort to force
Iadia te yleld ca 2 busic astional fesue it Bag just fought a var co
dofend, 3hastri hag sought Lo ieep things im perspeccive umd bas
publicly volced uppreciacion for U.3, assistamcs., BDar as late as
October 19 the major rigut-wiag eppositiem party (compesed of Hindu
nationaligts) staged a demcastration protesting eur aileged use of
PL 430 a3 2 presswure davige oa Kashmir. Thus Shastzi'e policicsil
survival precludas his being seen as cewing hexe te bargaim _de natiom's
honor for foed. Heace it i3 necessary to extead the program f{or 1 leag
encugh tine spaa so that it Joes wot become an Lsswe at the time of
shastri's visit here.

Ludia's realinatioa that it caanoc -ake Ph 430 sa2les for grancted
has also spurred its leaders .5 redoubie efforts to lacrease food
oreduction, They xmow thac they can ao lomger cownt ou FL 437 15 2

coNpronTFIiy
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crutch for their own issdequate performance. Just befors the receat
fightiog, Agriculture Mizister Subramanism outlined a hard-hicting
forvard-losking fara pelicy {a a lelter te Secreiary Fresmsn. Ia

his peech of Octuber 10, Shastri srged farmers to adept move intenaive
caltivacion, with double or evea triple cropping) Lasreesed use of
cenpost] s cragh program (0 maximize the wse of irrigation wsters,
inclediog the digging of temperary wells; ead Llacressing cultlivatioa
of kitchen gardems. The Goveromsat has sansusced 3 swbstantial

emergency grast (o help spark the prugram.

We intend to review additional messures required teo achieve satip-
factory pregress in Indian agriculture ia ceanectioa vith cthe preposed
amendasut of our 7L 4S80 agresmsat,

Rekigtsn: Pakistaa's feodgrsin situstioa is much more secura.
The recent wvheat crep vas 10 per ceat wp from last year and is the
highsat en recovrd. Il 480 chipments alresdy sstheorised will probably
mifica inte the beglamiag ef 1966. The semaiaing balauce of 175,000
tons of wvheat under the old agroement would cowver requiremants fovr
another mouth or se. Ve say them heve to previde seme sdditionsl wheat
to maintain approximate pariiy of trestmesnt betweea the two countries.

Assmuming we anter inte a new FPL 480 arrsagememt with India, it
seans imperative thsat ve take soms pavallel astiea visvs-vis Pakistaa
20 a3 to kesp the chanaels opea for wbat wea hepe vwill be fruitful dis-
cusslons., ais ia the case of Indis, a PL 480 sales arrsagement with
Pakistasn coveriag saly the remaianing mosths of this fiscel year,
together vich ths suspeasien of military shipments and a concinuing
tight rein oa aew eseasmic aid loans, would leave us with ssbatantial
tools o help us work sut cur prodlams in the meaths shead,

FA:SOA:SBober:apr:10/23/65
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Friday, October 22,
CONTFIDENTIAL 9:45 a. m.

MEMORANDUM TO THE PRESIDENT &) yA /
4 e

SUBJECT: The Indian Food Pipeline ™! ¢

1. This is the only matter in the foreign field which requires
decision over the coming weekend. We authorized a one~-month
extension last September 23, and by Monday at the latest we
should authorize negotiations for another month if we do not want
to run the risk of a break in the pipeline. I have reviewed this
matter with Dean Rusk, Clark Clifford, and Arthur Dean; they
all believe strongly that a cne-month extension is the best
arrangement. Itis more and more clear that Shastri is coming
if you want him in December or January, and we are also beginning
to get to the Indians with the message that their agricultural
performance is weak., They are on notice to respond to this
challenge. Until they do, month-to-month action makes good
sense. (See Phil Potter story in the Baltimore Sun flisterday
morning, Tab A), But none of us sees any point in letting the
pipeline break, so I would like to authorize Komer to give the green
light on Monday morning (but not before).

MecG. B.

Cne-month extension approved

Disapproved

DECLASSIFIED

Authosty MBS 325 50 (olfer
M NARA, Dm3_3_n'7
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CONELDENTIAT,

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
June. 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'd 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't 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 MIT, USDA's idea was to add similar additional
requirements to later agreements, State/AID didn't 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 to encourage production
by assuring that prices stay at profitable levels. This is a new program,
and we want to maintain momentum.

= - —~ T
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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 for
agricultural producers, seed, extension work, etc,

In June, AID/State/USDA decided to include in the agreement
only requirements on high priority for 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 GOI now has to divide foreign exchange between food
and imports to keep factories going, so it can't do much but subsist.

A.

HHS
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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
ope billion by the year 2000, The

i 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-
guirements.

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

a fivefold increase in fertilizer

SECREF
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sELMES F'rg:ure 1
|
I N D IA THIRD PLAN TARGET :

Food Grain Production, 1960-65 100.0

(In Millions of Metric Tons) i
(preliminary estimote) |
87.58 |
80.97 81.04 78.45 79.43 |
45.00 i
CROPS |
as.70 .
34,20 34.81 ice
1o 36.49 |
Wheat | |
15:90 Olhe!r
cereals
o 10.83
10.99 12.04 12.08 |
9.7 {
Pulses |
not avail. 23.60 !
23.13 24.27
22.56 23.36 /VW
|
i n ail.
i__—_ ot avai vite
12265 11.63 11.44 9.87
= A J PR
1960-61 1961-62 1962-63 1963-64 1964-65 1965-66
Agricultural Year 1 July - 30 June
" Fevised downward to 92 millan tons. Production probably will not excesd 88-90 million tons. SECRET
48885
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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 tomns
now seemsi 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.

istribution Problems

India's most immediate
food problem is the inequitable
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

SECRET
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Figure 2

INDIA Food Grain Production and Availability

1960-65

Year (1 July - 30 June)

94.58  Total Availability
(million metric tons)
7.0 Imports
3:"27 84.60 sais 84.03
- 1 37 2.6
80.97 81.04 78.45 79.43 87.58 | Production
1960-61 1961-62 1962-63 1963-64 1964-65
0.196 0.195  Availability
0.1 87 {per capita melric tons)
0.178 0.178
0.184 0.179 0.170 0.168 0.181 Production
1960-61 1961-62 1962-63 1963-64 1964-65

SECRE"

48868

Approved For Releasg EOSE!OQ&?]Z : NLJ-032-024-4-3-6



Approved Ker Release 2002/09/12 : NLJ-032024-4-3-6
SEGREL-

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 from 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

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 19635 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

SPORET
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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
gtems that directly benefit
agriculture 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
0oil 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
dally 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
Approved F%argﬁe’feasgp%&ﬁ}ogﬁ%o?ﬁLJ-%%f-f"D'ﬂ-ﬁ?S-e



Approved For Release 2002/09/12 : NLJ-0327024-4-3-6

S

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 production up with popula-
tion 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

/i3

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

Even if additional imports
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 this margin for
some time to come.

S
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U.S. DEPARTMENT OF STATE

DIRECTOR OF INTELLIGENCE AND RESEARCH

To : The Secretary ( {
Throush: §/8 Vi 3
From : INR - Thomas L. Iughes m ~

Subject: The Indian Food Situation 5

The Indian food situation, difficult in the best of times, is being subjected

to jurther strains by the present Indo-IPakistan conflict, On September 16, the
cigencies of o wartime situwition forced the announcemont of a reduction in food
rations in West Bengal [rom 12 to 10 ounces of rice daily. India weathered a

scvere 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 standing crops or at dockside cannot be greatly
altered; the critical factors will be distribution and public morale. The
reduction in the rations in Bengel was reportedly the result of a transportation
shortage 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 shalty even before the

outbreal: of hostilities. Now it has been weakened Dby fears of dislocations
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resulting from the wartime situation and -- to a lesser extent probably =-- by
uncertainty over the continued availabillty of US PL 4380 supplies. The Indien
public is reportedly already engaged in hoarding, price rises have been reported,
and speculstors are active. In addition, the administrative machinery of the
country is facing additional wartime tasks and 1ts ability to cope satisfactorily
with the food problem will be impaired. There is every reason to believe that
there will be food shortages 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 government 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
sentiment. There is also still almost a million tons of PL 480 grain in the
pipveline, 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 summer'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 fighting forces.
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Tn the Tonger Run. Should the war end fairly soon, the effects Ln the

loncer run of wartime food problems should not be too severe. Problems will
certalnly cxist: The effccts of a medioere harvest, difficulties in
rehabilitating the transportation system, and some delays

in the availability of grain imports. These are the kinds of problems with
which the Indian government has dealt in the past, however, and the discontent

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

the picture could be quite different. The Indian government reportedly
estinates that the food situation could become difficult about December
because of distribution and control problems. Patriotic sentiment may also
begin to lag by then and discontent could mount. The transportation gystem
would be in danger of collapse and distribution could become so erratic that
severe hunger in chronic food deficit areas such as West Bengal would be
widespread.  In this situation, India's dependence on food imports including
PL 450 would be critical. Should this source of supply dwindle, the
nsychological impact would be immense, stimulating further hoarding and
price rises.

The likelihood of violent protests would then rise sharply. The danger
of violence would doubtless be greatest in West Bengal, a politically volatile
state where memories of the great famine of 1943 still linger. Throughout
India, however, unrest would be probable. Actual famine is unlikely even
in deficit areas, but failure of the Indian governnment 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 ermy comnitted elsewhere -- and could threaten the stability of

the Shastri government.
’ S#CTET/NO FOREIGN DISSEM
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We much concerned over groundless allegations jnrcdkostiaeGoorsammric
ig.ﬁ.gg;..i?indinn press that US using PL 480 food as instrument of
pressure for Kashmir settlement. We shall use following points on
background basis to counter these allegations. Request you do likewise.

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

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 mmiwimg 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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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMEN
OFFICE OF THE ADMINISTRATOR

September 13, 1965

MEMORANDUM FOR: The Honorable Robert Komer

Bob:

Attached is an advance copy of
a memorandum which is being cleared with

Mann and Ball this A.M.

<ol

Frederic L. Chapin
Executive Secretary

SEp 13 1985



— -

/

[ig . 5 : /.’ {--(/

C /
Bﬂjwj* P
D

SUBJECT: Interina P.L. 480 Policy for Indis and Pakistan

MEMCRANDUI{ FOR THE PRESIDENT

Recomzendation:

In the present situation in the subscntinent, we recomaend
continuaticn on an interim dasis of & minimun flow of P.L. L0 wheat
and cother agricultural commodities to both Indis and Pekisten., This
policy would be based on huanniterisn grounds and would maintain
even~handed treatment toward both to avoeld prejudlcing efforts for e
settlexent, We see this as necessary insursnce designed to help get
us through the current difficult rericd in cur relaticns vith these
countries uatil we are able to rezolve the basic policy questicns
vhich now confront us. Secretary Freeman and David Bell concur with
this recoumendation. If you approve the courses of zction below, xg
will comsult with appropriete Congressicnul leaders befcre proceeding.
Tc give effest to the policy recomaendation, ve should: (a) proceel
with the shipment of about 350,000 tons of wheat to Fakistan under
the existing P.L. 80 sgreement; and

Approve, Disapprove

(b) cunclude with Indle enother interim sgreement for cne zillicn
teas of wheat to cover November and Deceunber shipments.

Approve Disapprove

Discussion: ,
——0n July 26 the P.L., 480 sales sgrecment with Indla, currently

in force, was caended to provide for the shipment of an edditional

one aillicn tons of wheat (sbout & two =months supply) instead of
entering into a new long term P.L. 480 zales agreement as the Indiens
had requested. The leost shipment under the present agreczent will
leave the United Btates cn October &5, Since it tekes 20 doys to
arrunge for end load wheat for shipment alter procurezent is authorized,
& new agrecaent will have to be ccncluded in the next twe weeks 1f =
break in supplies is to be avoided,

"%
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CONZIDEZTAL

We had intended to use the new P,L. 480 agreeaent to
influence the Indlen Governzent to moke substantiel policy moves to
increase food producticn and improve food distridbuticn, During the
past two months the Indions have taken some useful steps,
fgricultural Minister Subrananiem has cutlined a forward looking
agriculture plan in a letter to Secretary Freeman. Were 4% not for
the present emergensy, we would be reccmmending & 10 menths P.L. 480
agreenent covering sales of § millicn tons of wheat which would
contain & number of provisicns intended to foster agricultural
development.

This clearly is not the time for diacussions of broad
economlic issues which might form the basis of ocur future econosic
assistance to India, The food situaticn, however, remains critical.

tis = alnmost directly from the ports to consumers.
Patrictic fervor in India seems to have cut off what locked to be
the beginning of food ricts. The situation, however, could get
quickly out of hand 4 the food supply detericrates or even if there
is fear of deterioration,

The Pakistan Situaticn

The current P.L. 480 sales agreement with Pekistan runs
until December, We have, however, since late August been withholding
action on authorization under the agreement for the purchase of
350,000 tcns of vheat.

This smount, combined with stocke on hand end the effect
of recent good harvests, would cover needs through December of this
year. Fellure to deliver this amount probadly would not be critical
in the food supply sense as is the case in Indda, but, 4if at the
same time we continue deliveries to India, Pakistan's political
reacticn would be sdverse.

Deen Rusk
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S E—G-R—F-T SEPTEMBER 16
J/EXDI S/
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DEPT PASS g%RICULTURE SECY FREEMAN
"FOR PRESIDENT JOHNSON

IN VIEW OF MANY DIFFICULT PROBLEMS THAT ARE CROWDING YOUR pLATE

I HESITATE TO COMMUNICATE WITH YOU 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.
Fl. 480 SHIPMENTS TO INDIA HAVE BEEN COMING IN UNDER SIXTY-DAY
AGREEMENT SIGNED JULY 26. UNDER THIS AUTHORIZATION THE LAST SHIP-
MENTS OF FOCDGRAINS IS SCHEDULED TO STOP BY END O¢TOBER.. s
EVEN IF WE SHOULD SIGN RENEWAL AGREEMENT TODAY, THERE WOULD AL-

READY BE A GAP BETWEEN THIS DATE AND ARRIVAL OF SHIpMENTS UNDER
NEW AUTHORIZATION.

IN SPITE OF MASSIVE INCREASE IN INDIA®S FOODGRAIN PRODUCT ION
OF NEARLY 11 PERCENT LAST YEAR, SITUATION IN REGARD TO FOOD
SUPPLIES AND FOOD PRICES HAS BEEN SERIOUS. INCREASES IN pUR- .
CHASING POWER, BURDENS ON TRANSPORTAT ION SYSTEM PLUS WHISPERINGS

OF HOLD=-UP IN US SUPPLIED GRAINS ARE STARTING TO LEAD TO SCARE
BUYING, HOARDING AND RISE IN FRICES. '

IF UNDER THESE CIRCUMSTANCES FPL 480 SHIPMENTS WERE TO STOP, BE
CURTAINED OR DELAYED, SITUATION COULD QUICKLY GET OUT OF HAND.
FOOD RIOTS IN MAJOR CITIES MANAGED BY COMMUNISTS WOULD BE IN-

s EVITABLE. AS THEY PUT OUT WORD THAT GROWING SHORTAGES WERE
CASUED BY SUDDEN STOPPAGE OF FOOD SHIPMNETS FROM USA TO LOW :
INCGME INDIAN FAMILIES PUBLIC ANTAGONISM WOULD BECOME DANGEROUSLY

INFLEME D, SR

L}

SEP 1 6 1985
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SECRET

-2- 655, September 16, From New Delhi
ALTHolicH AGITATION AGAINST US WOULD NOT- AFFECT ABILITIES OF
INDIAN ARMY IN PUNJAB IT WOULD PROFOUNDLY AFFECT USG IN DELHI
AND ALL THAT WE HAVE BEEN WORKING FOR HERE SINCE INDIA BECAME
INDEPENDENT .

EVER SINCE FIGHTING STARTED ON AUGUST 5 I AND MEMBERS 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 GOyT IN SeITE

OF ITS GROWING MILITARY ADVANTAGE AGREED UNCONDITIONALLY TO AN :
IMMEDIATE CEASEFIRE.. IF FOLLOWING THE ALL-OUT EFFORT OUR MISSION
HAS BEEN MAKING HERE AND GOIS AFFIRMAT IVE RESPONSE TO. U THANT
REQUEST , USG SHOULD HOLD UP URGENTLY NEEDED FOOD SHIPMENTS, OUR

INFLUENCE IN INDIA WILL GRIEVOSSLY ERODED AND SOyIET INFLUENCE
INCREASED.

WITH SOVIET SAMS PROTECTING DELHI AND OTHER CITIES/FROM ATTACK

BY PEK MAP-PROCURED B=-57S, SOVIET TANKS FIGHT ING US TANKS IN

PUNJAB AND ADDITIONAL MIGS APPARENTLY ON THEIR WAY, SOyIETS HAyE 3
ALREADY MADE DEEP INROADS. '

IN MY PREVIOUS MESSAGES I HAP STRONGLY RECOMMENDED A 15 MONTH
EXTENSION, SINCE THIS WOULD ENABLE INDIANS TO MAKE MAJOR - |
ADVANCES IN THEIR AGRICULTURAL POLICIES WHICH WE HAVE BEEN ;
SUPPORTING. 1IN VIEW OF IMPORTANCE OF HELPING INDIA BECOME SELF-
SUFFICIENT IN FOOD I STILL BELIEVE THIS IS PROPER DECISION.

HOWEVER, IF USG FEELS THAT NOW IS

NOT THE APPROPRIATE TIME TO CONCLUDE SUCH A LONG-TERM AND SUB-
STANTIAL AGREEMENT I STRONGLY URGE YOU TO AUTHORIZE ME TO SIGN
SIXTY-DAY CONTRACT. THIS WOULD ASSURE FLOW-OF FOOD. SHIPS UNTIL
LATTER PART OF DECEMBER.

I HAVE ALREADY BEEN PRESSED HARD FOR OUR PEC/S/cW BY ABLE,
DEDICATED, HIGHLY PRO-AMERICAN OFFICIALS WHO ARE RESPONSIBLE

FOR INDIAN AGRICULTURAL POLICY' AND WHO RECENTLY SENT OMMUNICAT ION '
TO SECY FREEMAN EXPRESSING DETERMINAT ION TO -MAKE INDIA SELF-SUPPORTING
IN REGARD TO FOCDGRAINS BY 1971. FOLLOHING GOI ACTION YESTER~-
DAY IN UNCONDITIONALLY ACCEPTING U THANT 'S PROPOSAL FOR cEASE
FIRE THESE PRESSURES WILL NOW BE REDOUBLED.

BECAUSE 1 DID NOT KNOW WHETHER YOU WERE FAMILIAR WITH THE PROBLEM
X 1HAvE Gowé INTO SOME PE7A/L. 1 ASSURE YOU, lowWEVER, TJMT R 4
‘I AM NOT REPEAT NOT CRYING WOLF. GP=3. BOJLES R

NOTE: ADVANCE COPY TO S/S-0 AT 8:34 A.M., 9-16-65
SECRET
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September W, Lih3

Mr. William B, Macomber

Assistant Administraior

Bur eau for Near East and South Asia
Agency for International Developfent
Washington, D. C.

Dear Bill: (_/d

I hope that, if the PL 480 question is still hanging fire when this
letter arrives, you will pass copies of it to Dave, Charlie Schultze,
and Bob Komer. The Ambassador is writing along similar lines

to Secretaries Rusk and Freeman and Under Secretary Mani,

Fvents 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 quite
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's
plain that India is in for a painful stretch of economic disruption,
reallocation of resources toward the military, and delay and dis-
tortion of the development effort. There are going to be an awful
lot of economic pieces to be picked up 6 months or so from now.
Assuming that our own basic interest in furthering orderly develop-
ment here remains, we hope to keep our aid Mission a guing concern
and to pursue a bus iness-as-usual policy with respect 10 projects
already under way, especially ‘n the technical assistance area, Bl
also we were assuming even before the news of Secretary Rusk's
statement to Congressmen Mahon arrived this morning, that much
of the aid program, especially new loans and most particulariy
Fourth Plan pledging, would be in a state of suSpensiori for some time,

Mcanwhile, however, it is vital that one key issue, PL 480 {oo«-
grains, not get caught in a deepening freeze., Such is the gist of
a cable we are sending tonight.
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The period since India's crossing of the Punjab border has been
too short to yield much hard evidence of the impact of limited

war on the food situation, We'll be dispatching such evidence as
it accumulates, But this is a situatior in which the basic forces
are so obvious that onc doesn't have to wait for the empirical dara.
We know

-~ that the Indians alrecady were fairly close to the ragged
edge (despite the good intentions, buffers are still too
small to provide any real protection against a run on
food);

-- that the latest crop reports are quite discouraging (the:zc
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 substaatial shortfalls below expec~
tations, especially for rice);

-- that military demands, especially for food to fill the pipe=-
lines in a jumbled 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 best of all agents for generating urban
food speculation,

Thus, there is every probability (the timing ot such quasi-psycho=-
logical phenomena never can be exactly predicted) of a viclent, nasty,
full-blown food crisis and 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 assurc a continuation of shipments. That the
Government of India not only nceds but urgently wants @ continuation
of PL 480 is by now, I think, abundantly clear, Subramaniam has
renewed and under scored the request in his long letter to Orville
Freeman, which also lays out a fairly concretc and convincing state-
ment of th: Government's intensified long-term agriculture program,

CON L
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These recent unhappy events also have added a powerful U, S, -
image reason for moving quickly on PIL. 480, Feclings about the
""American' sabre jets and the "American "' Patton tanks with
which All-India Radio repeatedly is reporting that "our Jawans'
presently are contending have gotten pretty bitter, and they would
become more so if the Indians pegan to suffer some conspicuous
reverses that could be attributed to the quality of Pak equipment,
If, on top of this, news of a hold-up on PL 480 should become
widespread enough so that our non-friends in Parliament and press
could start shouting we were trying to starve India into accepting
our preferences, political-military or otherwise, our relations
could be crippled for a very long time to come.

Please understand that in this last I am in no sense implying that

food aid should, as a normal matter, be exempt from good tough
performance bargaining because it feeds hungry people. We believe
that such bargaining should be a standard feature of normal Title I
negotiations, But this moment of turmoil and tension is not the time
for strengthening our self-help practices in this regard. We now have
the Subramaniam letter, which augurs well for our ability to relate
the next major PL 480 agreement to a strong indigenous agriculture
program, But right now, at a time that is not right for bargaining
innovations, we need to keep the food coming. Hence, the cable's
recommendation of another 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 anxious for a favorable answer, In our
sober best judgment, it is essential to owr long-term as well as
short-term interests here,.

Sincerely,

& —
.

John P, Lewis
Minister~Director
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I)Lllﬁir.ﬂ Tuw Delhi, Whe 30th Avguet, 1965,
Dear Secretary Freevmnm,
May I at the outset Ghenk you end throuch you

your Goverament for the i cen'& srrongencfie racerding

1 million $omues of wheat for India wader I-189, 'I“a:?r how'
helped us to avert an luwedlisbe éxileis. | hope uwe ¢on soon
negotiate the new wheal and rine agreevend, which furus

an important keyslone of our food policy Tor Lhis even yeor
and the next,

2, I am aware tkat pour CGovernuent is concerued that

foold esgiptance shoudd nob begoie & cruich For iucdequacy in
agriculbture., We share your concern, Shorlage esn be solved only
by abundance ead it is cboub our plang end policies no produce

gbundence that X wish to write to you in ’chie labhn

3. VWe ave engaged in evolving eud implenenting ireagures
. to attain seif-sufficiency ir Tocd ut least by 1970-7i. Our
- 1970~TL barget for food is 5 nmillion tommes of Teslgraine
eg againet the current yeerie esbimabe of 90-92 wmillion ‘tornes,
- glven normel westher. In our wview, Thig terget if a feasgible
one because of two major developnenbs,

L, One of these ir the policy decipion B0 enswre

renumerative prices o the fariers on the buris of the rocomeRia-
tions of the Agricultural Prices Comniceion. In evolving this
policy we have benefited a grest deal froa US experience and
advigers. It has slready evoked consifersble eathueliaen and
willingness on the part of the farmer o go in for zopre inpubs.
The demsnd Por fertilizers ie running fur shead nct ouly of
present supply but even of all eearlier ogt:.mi:tic egtivetes.

5: [The second major development is the idenbification

of nev and high-ylelding verieties of paﬂdy,' wiead and eorn

aeeﬂs. Ag & resgult of ceaselees search by voth Yadien and

. Poreign seienticte, including in paritienisr expen 1ie of the Rockedeller

. -Foimdation, & nusber of hybrid variebise -2 corn guiteble to India
have been evolved and introduced, end hove cauzh’d the iraginabion
of cultivators. Some of these h;y'uriﬁ yepiebies repreezat a gain
_1;; gielé-by ‘a-factor as hi@h 8s & to 5 Giner ‘the nrepent average

' yield orf“the country. Iast yec:r, vel tngther patu-bresking
éevelopment heg takén place in the Torm of Idenbificetion of

g .,._‘l. variety of paddy. - Talchung Netive L ~- which cen gbend

conpiferable. ..
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conslderable fertilization and give yields as high ey 5 %o

6 thousand pounds %o an acre. In this respect, this

variety ie in refreching comirest to the Indlan varleties which
have a tendenty Lo lodge with additional input of fertilisers,
and are, therefore, stagnant in their response %o inereased
Input of fertillisers, The Tailchung Native 1 has become very
popular In the areac where it has been infroduced. Indeed,
farmere have come forward volundarily $o set up three-ton clubs
in which the condition 1s thel each Member shal) produce three
‘tonnes of paddy to an aere, The shape and condent of this
movement strikes one aes all the more revolutionary when one eceg

that the average yield of peddy iz now only of bhe order of
1000 1bs per acre.

6. We are happy to be eble to report s gimiler etory in

the cace of wheat. Indian varie®ier of theat heve so Tar been
bred for quality and for resietance %o perts. I% har now bean
pogaible %o locabe a few dwarf varleties of Mexicea whesd
which have considersble higher yielde per acre and ere very
responsive to the epplication of fertilicers and do not lodge.
Programmes are wnder way %o introduce these new varietiecs in
large quantities to cover 8 to 10 million acres each by the
end of 1970-Tl. Cur expectation is that, given the fertiligers,
these new varieties will spark as etriking a revolution in
Indian agriculture as pimilar new varieties did im Mexico.

T. A concomitant -« indeed & pre~condition of this revolutionew
is a high demand for fertilisers. We had originally tergetted
coneumpiion of 2 million tonner of Witrogen inm 1970-Tl. We Pind
thet for our new slrategy, we would need &t lenst 2.1 million
tonnes of nitrogenm in the year 1970-Tl. This availability has
to be ensured. We have recently been reviewing our progremmes
of production of fertilisers from this point of view. TWhile

ve are approaching the US Government Tor assistante to set wp
the fertliliser Pactories at Durgapur end Cochin, and to expand
the US-alded factory at Trowbay, we are also anxious to get inm
a good deal of private invesiment -~ Indlan end Poreign - for
creeting additional capacity. A number-.of companies from US and
outcide have chown interert. GCovernmsnt of India have been
quite pragmatic in these maliers and Thepe has been successful
conclueglon of thelr negobtistiome with I.C.I of U.X, There is
scope here for a friendly dislogue to egsarch for ways and means
of interesting US enmterprise in Indian plens for new fertiliser
factories,
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8. Bub these Pactories will deliver their Tertiliser

gnly in the future. The present is our problem and one estimale
of our demend Por imporbed fertilisers for 1968-T1 rums

at Ra, T50-T88 crores werth ($1600 million epprox. }s A

tower epbimabe iz Re, MO0 erores (8833 millicn approx. ). IF
cue compares thege dimensiocns with the sdditiomal comseguential
output of T to 10 million tonres of foodgrainag per year, these
{mports would be seen %o be Fully Justified. It iz inevitable
that the higher the fertiliser targetes for 1970-71, the heavier
the interin bHill for peeding importe. I hope thesez canl be
found Ty & review «f the quanbum end pattern of ald.

9, A third clement 1z egually imporiant in planning our
atrategy. We will have to add a capacily of nearly 200,000

to 100,000 tonnes of nitrogen each yeer For the next two or

three decades., Thiz mesns the annual import of egquipment copbing
al present prices, in forelgn exchshge, Rg. 20 Yo &5 crorec.
Relstively small investoents in the menufecture of this equipment
will eneble ug #o plan with greater confidence and boldnesbe

I feel that we should degvote abientlon o concerling meepurce

to £111 this gap.

10. We ore sware thet there is o whole mairixn of circumriences
vhich heve %o operate - besides the provision of nceded imputs -

in order o transform a traditionsl sgriculbture guch ap ours.

The Government of India ere fully conscloug of the need %o
modernive the sbructure of credli sdd of distribublon of the
agriculitural inpubts. The Fertiliser Commilles under the leadership
of the pregent Secretary of Agriculiure has almost complebed

ite deliberations and its Teport ig ex_ =cted in a Few deye.

Plans are also under war o remedy the wezkesces of the couperabive
movenent as & supplier of credit end meterials. Ve propose Go peth
up eredit corporabtions which will meet the needs of egriculiuriste
outgide the cooperative sector, During the lasgt year or u0, the
banking syetem of the cowrbey hag also moved inbto the field of
financing egriculiture, The tagk of reforming the distribuiicn
systen ie a conbinuing one and in consultation with exXperts
including those of the Ford Foundation, this prcblem is continnally
under serutiny and sieps eve belng taken to remedy the Jdefecits.
But, given Pertilisers, Vpter, credit end pesticides together

with new verietiecs of seeds, I think the transformsticn of our
pgriculiure ie well within ouwr reach. Each of thepe erees requires
and is being given careful thought and ccordination.

11, BeforCiosce
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11l. Bafore I tuin from these comments on agricultural
policy, I mst mention one arvea %o which we abttach great
importance. This is the area of administrative improvements.
Charles Kisfer of your Depariment had come to Tudia twlce
during the last six months or so and helpsd us %o analyse the
problem My new Agriculiure Secretary with his rich experience
of administration of agriculture, has had discussions with
him and it is our hope that we would be able to streamlive
our administrative srrangemsnts. We have the -~ famlliar -
problem of coordination with the Stotes and hoge to solve it by
adopting some of the experience and tools of cocidination used
by you in USA.

12. Mey I now turn to food policy? We are confident

that if we are able to secuxre command OF the inputs required
for reaching our targets set cut in the Agriculitural Plan
cutline above, we will attain self-sufficiency by the end of
the Fourth Plan and will have solved the prcblems of the
pericdic food shortages which have bedevilied the country in
recent years. As mentloned already, o reagonable support price
for the farmer is now a basie feature of cur agricultural policy.
Support price levels have been ennovnced for the principal
agricultural commodities by Government on the reconmendatlons
of the Agricultural Prices Commission. Though the occasion
for price support opxeralion hes not, go far, srisen in a big
wvay, the Food Corporation and the Stete Govermuents are fully
geaxed for this purbose.

13. Meenwhile, the imbalence betuween supply and demand is
presenting major problems of distribution oa the foed front.

Our population has been rising. &s the economy has developed,
there is more employrent end more income, and, therafore, greater
demand for wheat and rice per canita from people who have been
chzonically under-fed and underv-nourisked. 5o, notwithstanding

a record crop of 88 million toanss in 196L-55, supply is far
short of demsnd. A shortdge of basic foedstuffs Inevitably

leads to discontent and unrest. In Indian conditions, the
problem is further complicated by the fact that while in Industrlal
areas end in major cities lilke Bowbay and Caleubta, money incomes
are high, there ere vast arees vkere incomeg are low and unemploy-
ment chronic. Ieft to ordinary market forces, The bulk of our
foodgrains production would gravitate towards the clitiss, while
the more vulnerable sections of the populaticn could Lface the
threet of near-famine conditionz. We have, therefore, been

—SEGRET
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compelled to resort to various devices to ensure a more eguitable
distrivution of foodgralns beztwesn region and region, as well as
between different sections of ithe community, than the working of
normal market forces would permit. States' surplus in foodgrains
are anxious to ensure that the demmnd from deflcit States, which
ere often more progperous with greater industralilisation, does not
reduce their inteynal availability below the margin of safety.
Inter~State movement of foodgrains is, therefore, controlled and
regulated. Yhen agaln, Government have been compelled to open
fair-price shops to supply foodgrains et prices below those
prevailing in the market tc the low-income groups. Finally, we
are embarking upon & programme of rationing for larger cities
both to restrict their offteke and to ensuve that industrial
labour i1s ressonably well supplied with foodgirains.

14, Vhile I cen confidently assert thaet these measures helped

In achieving a more equitable distribution, particularly in the
difficult phase on vwhich we entered in wmid-196k, we are anxious

to relax end remove these restrictions on movement, and to give much
more freedom of cholece to ‘the consumer than he has today, as soon

as circumstances permit. For this, it is not only essential that
the supply of foodgrains from year to year keeps pace with the demand
but also that there is, at the dlsposal of Government, a buffer
stoek vhich can be dravn upon to meet any contingencies, such as
shortages created by a fallure of the monsoons or some other
natural disaster in any pert of the country, or men-msde shortages
which often result from shocks being withheld from the market
elther by the trader or by the producer when a psychology of
scarcity prevails.

15. As a result of a deleyed and erratic monscon, the prospects
of the 1965-66 pesson are uncertain. Keeping in view the need of
replenishing stocks as well as the current high price levels,

an import of about 17 mlillion tonnes of wheat and 0.5 milliion tonnes
of rice under PI-480 in 1965-66 secems to be necessary. As regards
the import regquirements during the Fourth Plan period, i.e. 1966-67
To 1970-T1l, an attempt has besn made to project the production,
requirement for human consumption and sgurplus or defieit of rice
and other ceresls. The import programme has also o teke Into
acecount the need for building buffer stocks wilithout which the
implementation of any food policy becomes sxtremely difficult. Ve
had built a buffer stock of nearly itwo million tonnes from PL-480
supplies by September, 1965, but the impace of two auccesaive

crop fallures necessitated large withdrewsele with the resuvlt that
in 1965 we heve be¢n on a ship-to-mouth basis. With plenned
incremase in production, we are confident of earmarking slzeable
quentities of wheat and rice in 1967-68 and to an increasing degree
thereafter so that by the end of the Fourth Plan, we have &

~SECRET—
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tuffer stock of at lesast two million tonnes of rice and four
million tonnes of wheat. It should be possible to evolve a

workable and flexible arrvengement for laylng by some portion
of PI-480 supplies towards a buffer stock.

16. Keeping all these factors in view, the import requive-
ments during the Fourth Plan period ere expected to work out
as follows:

YEAR Cercals surplus (+) Tmport requirements — Total

or deficit (-) for tuffer stocks import

{ in mil1lion tonnes ) requirenents

1966-6T (-} 6.2 0.8 7.0
1967-68 (-) 3.8 1.7 5.5
1968-69 (-} 2.0 2.0 4,0
1969-T0 (-) 0.2 2.3 2.5
1970-T1 (+) ©.9 ail nil

You will observe that we expect cur dependence on imports for
current consumpbtion requirements gradually to taper off so that

it would be possible to utilize imporits more and more for building
buffer atocks. In addition, the gradual emergence of surplus of
rice willl also spable the bullding up of rice stocks out of internal
preduction.

17. We ere passing through a difficult phase on the food
front and with the vncertainty about the outcome of the monsoon,
shortages and high prices are likely to continue for the next three
monthe. Certain enti-sociel forces in the country have been quick

o exploit this situstion to their own ends. If I am able %o impart
stebility end do souws long-term planning on the distribution sice,

we can devote all our energies to the more important task of achieving
our agricultural targets. It is in this context thet I would urge
that further delay in negotiating the PL-L8O Agreement is dangsrous
end I hope that it will now be possible to resume discusaion for
concluding the agresment. I would then like to take an early oppor-
tunity of visiting you and your colleagues 1n Washington further to
explein our long-term sgricultural plens and explore the possibilities
in this field for U.S. Capital end technical assistence.

* Yours sincerely,

{C. SUBRAMANIAM)
H.E.Mr, Orville Freceman,
Seeretary, Department of Agriculture,
Wmhington, U.5.A.

ke
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‘1've told Dick to joln in our Wed. 11:30
meeting with Presjdent -- to save P's time --
will you tell Watson beforebhand?

e Y, MG B



THE WHITE HOUSE
WASHINGTON

August 26, 1965

TO: MC GEORGE BUNDY

The President wante you to see Richard
Reuter concering the attached and then
advise as to whetbex jt is essential that a
Presidential appointment be set up l!’ter
you meet with Reuter.

James R. Jones

. mas W . ABAMMm M ME AL A, -
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MEMORANDUM

THE WHITE HOUSE

WASHINGTON

August 24, 1965

\ ot
MEMOCRANDUM FOR LW,

Marvin Watson

Confirming our discussion, 1 would like to have two or
three minutes with the President regarding our food
donation program in India,

Pending current programs are operated in conjunction
with the Catholics, Protestants, Lutherans and CARE.
They are designed to reach about 12 million Indians,
10 million children,

These programs are of major importance to the Indians.

They also are heavily supported by the constituencies of
the operating U.S. voluntary agencies.

Richard W, Rogar
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THE SECRETARY OF STATE o e
RECE -V 4
WASHINGTON McGECRGE BUNDY'S O'FIEE ) s

I
QMIEL August %119@112% Rl It 44
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MEMORANDUM FOR THEP/L SIDENT & L ot

Subject: Title Il PL 480 Programs for the /D) , ,. 4" a’ g
U.A.R., India and Pakistan 4 S A=r 7 gy [
Recommendations: wc‘uMM .

| 1. Irecommend that we proceed with the proposed FY 1966
Title ITI programs for India, Pakistan and the U.A.R., recognizing
that the programs can be terminated unilaterally at any time should
circumstances 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 ITI commodities.

Approve Disapprove

Rackground:

The FY 1966 Title III PL 480 programs for the U, A.R. , India,
and Pakistan are on-going programs requested and carried c_.. by tne
U. 3. voluntary agencics, including among them CARE, Churc L World
Service and Catholic Relief Service, _The programs s supnort scigol and

—4nstitutional feeding, maternity and chlld care, and assistance to indi-
Vvidual families. In all, some 17 million peo;ple would be 1 nelged . The
programs . would be 1 fmanced under existing PL 480 authority and are
charged to CCC losses.

COMPIDENTIAL
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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 within the next two weeks to maintain the flow
of commodities in October, November and December,

Without a continued supply of PL 480 Title III 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 III 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 ITI) from political restrictions considered for other aid programs.
Furthermore, the concessional food aid program (PL 480 Title I) and the
economic assistance program (AID) provide far more leverage for
resolving these issues.

‘Our agreement at this time to proceed with the FY 1966 Title III
programs would not 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,

C ONEEDENFEAL
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The normal practice is for the voluntary agencies to work out
Title III 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 III 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 these particular governments,

Do Knnobits

Dean Rusk
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INFORMATION MEMORANDUM FOR THE ADMINISTRATOR //}/f

THROUGH : xxsacﬂ';.
SUBJECT: India = Wheat Pipeline

.

Attached is a paper providing the latest avallable infor=
mation on Indian foodgrain production, buffer stocks, and consumption
as they affect the need for P, L., 480 shipments. The Indian Central
Governmentecontrolled supplies of wheat and rice are very small in
relation to prospective demands, Hoarding, raticning in same areas,
and continued restrictions on interstate movement of grain camplicate
the potential pattern of what could happen if the P.L., L8O Title I
agreement 1s not approved by the United States within the next three
to four weeks,

Thus far the interim agreement for 1,000,000 tons of wheat
has served as a temporary check on price increases and hoarding in
India, If the larger pending agreement for 5 million tons is not
signed shortly, it i1s anticipated that withholding of quantities of
the October=~December Indian rice and wheat crops fram the market
will precipitate rising prices, critical regional and urban short-
ages in market supplies, and increase local unrest in many areas,

Experience indicates that it takes U-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 B, Macaomber, Jr.

Assistant Administrator
Bureau for Near East and South Asia

Clearances:
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COMIERTIAL ~ C

SUMMARY OF FOODGRAIN SITUATION IN INDIA

-
"

Production

Total production of foodgrains and pulses during the crop
year 1964=65 (ending July 1965) was & record 87.5-million metric tons,
‘or 9% above the 1963=64 harvest of 80 million tons. The bulk cf pro=-
duction 1s cereal grains (rice, wheat, sorghum, corn, etc.) which
total sbout 75.5 million tons. Pulses (chickpeas, etc.) total 11.9
million tons.

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

Consumption

India's total annual consumption requirement for foodgrains is
estimated at over 92 million tons, Recent reports, however, indicate
that per capita consumption in both rural and urban areas has been
slightly higher than first estimated due perhaps to rising incames,

Now, in view of the tight food situation, the Government is introducing
rationing in cities of over one million population, It remains to be
seen how well this progrem can be enforced and how it affects the
estimates of total consumption. -

Stocks

Latest camplete data on buffer stocks are for the period
ending May 30 when the GOL held 595,000 tons of wheat and 515,000
tons of rice or a total of 1,110,000 tons. Fragmentary data for
July 1 indicates that the GOL stocks were still only about 1 million
tons. These amounts are a substantial improvement over the December
1964 stocks which totalled only 506,000 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 fram GOI stocks have been running at about 690,000
tons during the period of Janmuary-May but the GOI hopes to reduce this
to 450,000 tons monthly to help build additional buffer "stocks. We ao
not believe the GOI will be able to restrict drawdownsfrom Central _
stocks to the 450,000 ton monthly rate until sometime after November 1,

PRESERVATION COPY
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Based on currently avallable data, we would estimate the
developing stock situation as follows: :

GOI Central Gov't Stocks July 1, 1965 1,000,000 tons
Stocks Held by States July 1 (est.) 1,200,000
Total on Hand in India July 1 . 72,200,000
U.S. PL W80 Arrivals (projected)

July 500,000

August 850,000

September - 320,000

October ° 450,000 ‘

2,120,000
Total Available E,320,000
Estimated drawdown July l-November 1 . - 2,490,000
(July 690,000; August, September and
October each 600,000 tons)

Total on hand November 1 1,830,000

The GOI stock-building program was not very successful
during the January-May periocd due to: . -

(A) disruption of imports caused by the U. S. East Coast
dock strike and

(B) the continued high rate of distribution from Central stocks.

If the rate of hoarding or consumption increases during Angust;

November, requiring increased drawdowns fram Central stocks during this
period, and P, L. 480 arrivals are slowed for any reason, the Central

Government stock position estimated above at November 1 could be signifi-

cantly less.

Price Situation

_ Prices of mcst foodgrains (other than rice)declined in the
first five months of 1965. The All-India wholesale index for cereal .
grains declined fram 145 in January to 137 in May. Despite this down=-
trend, prices of most cereals and pulses during January-May, 1965 were
substantially higher than a year ago, The cereal group index in May,
1965 stood 7.8 percent higher than in May, 196k, and the wheat index
was 15 percent above the level of May 196k, i

The S-month downtrend nalted during June and a substantial .
rise has since occurred, During 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 135.4 as compared tc 116 for July 1964.

e e —
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Regarding rice, a meaningful comparison cannot be made because
of Government controls on prices.

. In any discussion of foodgrains prices, it is evident that
the U, S. P.L. 480 program has been a vital factor.in preventing Indian
foodgraing prices from rising much higher than they have to date. Any
serious interruption of U,S, grain shipments could easily trigger a
new round of price advances.

Timing
Two factors enter into the problem of maintaining shipments.

(a) About 4-6 weeks are ne=ded to book shipping in the magni-
tudes required. This normal figure may be slightly longer this fall due
to the increased demand for U, S, flag vessels for Viet Nam.

(b) If we assume ships are available, L-5 weeks will elapse
between a Weshington decision and the departure of the first ship: one
week ig required to wrap up the agreement in New Delhi; 2-3 days for
issuance of PA's; 1 week for the Indiars to request and receive tenders;
2 we=ks to move grain to ports and loe d ships. This all works out to a
need to sign the new P,L, 480 agreement by about September 1 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
menner, U, S, supplies of wheat, even though only 63% of India's total
foodgrain consumption, prevent extensive hunger, are a vital factor in
price stability, discourage hoarding and speculation, and provide a degree
of foodgrain market stability that would otherwise be unattainable, The
aveilebility of 5,000,000 tons of whest represents the critical margin
between unrest end a reasonable degree of stability in the food situation.
The vrobability is slight that India could obtain wheat of this order of
megnitude from other suppliers (Austrelia, Carada, France, Argentina) in
view of heavy purchases in these markets by the USSR and ZCommunist
("hina,

HThomas 'CSHatton:1f): NESA/ BA
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MEMORANDUM FOR (

Robert Komer / i

The donation program in India is operated by the four largest
American voluntary agencies -- Catholics, Protestants, Lutherans
and CARE -- and is administered primarily through state governments.
It is making a significant 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 states to establish and gain operating experience
in an effective social welfare program.

Progress has come very slowly because the Indians were initially
suspicious of the American agencies, particularly the religious-related
ones, and were reluctant to devote the necessary Indian resources to
establish school lunch, institutional feeding, and mother/child center
programs. 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 our donation program.
These Title II and Title III 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 its mandatory aid
shut- off provisions.

Attached is 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.
(e
Richard W. Reuter

Enclosure
RWR/mtm

JUL 2 9 1965


https://progra.ni

IDIA - FOOD FOR PEACE DONATION PROGRAMS THROUGH VOLUNPARY
AGENCIES (TITIE III, PL &

Four voluntary agencies, CARE, Catholic Relief Services,
Chuych World Service, and ILutheran World Relief, and one inters
national agency, UMICEF, ere distributing foods available under
T4tle IIT of PL 480 to about 11 million people in India.

Expansion to about 12 million is proposed for the cur=
rent fiseal yecar. Over 10 million of theose receiving the food
are school children, infants and mursing mothers.

The estimated value of the food to be supplied this year
15@1»113.11«::1.

Food shipments are currently being held in abeyance but
the programs are contimuing out of food availoble in the pipeline.

\&
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Nuzber of Persons ~ (In Thousands)

Infants and Nursing

Mothers School Lunch A1l Other Total
FY 1965 FY 1965 FY 1005 FY 1906  FY 1965  FY 1956  FY 1955 FY 1960
CARE 6,5TT 9,187 k15 - 6,993 9,187
CRS 33 21 589 557 1,226 996 1,848 1,574
CWs 9 S 209 17h 234 192 k52 37%
IR 2 2 52 Lk 51 51 105 97
UNICEF 865 70T 815 1/ - - 1,680 707
Total 909 739 8,242 9,962 1,927 1,239 11,078 11,940

Million 1bs - All Commodities

Million dollars - Export Market Value

1/ shifted to CARE.

336 463
$32.2 $L4.8
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EX_CUTIVE OFFICE OF THE PRESIDENT

BUREAU OF THE BUDGET 6&7{;
WASHINGTON 25, D.C. o/ I 89
“ Lt £ o
A~

_ U/’” July 15, 1965

MEMORANDUM FOR THE PRESIDENT \’.
Subject: 3India and P.L. 480

I understand from Bob Komer that you are prepared to go ahead
with aan interim P.L. 480 agreement with India. But vou wish
to find 2 vay to engage Congress in support ¢’ your action.

I have explored possible means of accomplishing your objective
with Komer and Bator and with top people in AID, State, znd
Agriculiture. We have identified fonr =”'ternatives which aie
outlined below, along with pr. and con arguments for each.

211 the alternatives involve going ahead with something for
India now, because of the time required for even the quickest
congressional action. Everyvone con:zilted believes that poli=
tical or substantive disadvantages disqualify ~very approach
except the last (number 4). Wae consequentl; r:=commend that you
adopt the last alternative.

Alternatives

1. Anrounce a partial (1l million tons of wheat, thout
2 months? deliveriles) interim rarvecment with India and sulbuit
a complete revision of P.L. 480 to the Congress this :2ssion.
The transmittal message would make it clear that the remainder
of the Indian agreement would await Congressional action on the
bill,

Pros==This would provide for che earliest possible
reorientation of the P.4. 480 program == One
year ahead of schedule.

Conse==iic are simply not in a positicn to develop a
£: .lescale redo of P.L. 480 iu the nexl month.

~=Fven if we could, it is extocuc.y unlikely that
the Congress would complete action cn such
controversial legislation this session.

=«In the absence of Congregsional passage, we
would be back in the sgup in India in two months.

JuL lﬂ‘ﬂss
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2. Annouvnce & partial interim extcnsion agreement with
India, and propose selected amendreonts to P.L. 480 this
gession == in advance of next year's general rovision. 2As in
#i, the remainder of the Indian agreement would await Congres=
sional action.

The most promising possibility would be an increace
in the Title II authority, wvhereby the President can transfer
surplus cocrmmodities on a grant basis to meet f£amine or other
emergencies or to promote economic or comnunity development.
This increase could become part of a gpecial Asian relief and
development program.

Pros=-The legislation would provide a vehicle for
Congressional expression of approval for
Indian P.L. 480,

--The special Asian development character fits
other U.S. initiatives.

==Under Title II we neced no longer accumulate
embarrassing surpluses of unusablc excess
currencies.

- Cong=~=This particulzr amendment would be very cone
troversial and it would be hard to £ind an
important, but non-controversial subs.ltute.

~=The Appropriations and Agriculture Committees
(e.g. Ellender) would be very reluctant to
increase Title II authority. Adjournment could
well £ind us with action not complected.

: Y

--0n the basis of past experience, amendments to
P.L, 480 invite extensive further amendnents we
usually undesirable.

--India would particularly recscnt a reliciegront
approach. ]
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3. Announce a partial interim extension of the 2.L. 480
agreement with India; seek & joint Congressicnal resolution
authorizing vou to appoint & study comnititee (to recommend new
proposals for P.L., 480 extension next session, along lines
indicated in 4 below). 2as in alternatives 1 and 2, the re=
mainder of the Indian agreement would await Congressional
action. An accompanying message would spell - & the kinds of
changes needed in P.L. 480 and indicate the major points to
be covered in the study.

ros=--The resoluticn would provide congressional
sanction for the partial interim India agree-
ment and others.

==You could anncunce now your plan to develocp
and submit a new food aid approach next year.

. Cons==You do not need authorization to establish a
study and sign P.L. 480 agreements., This £foct
will be pointed out.

-=A congressionally authorized study might come
out heavily loaded with Congressionz’ mcmbers,
like the study of ¢! AID program in the Morse
amendment to the AIL bill and might be vholly
unacceptable.

~=Explicitly tying Executive action on P.L., 480
agreements, already authorized by law, to pas=-
sage of a Congressicnal resolution may invite
future Congressicnal encroachments on Presidential
authority.

- 4., Request a Joint Congressional Resoluitlon which:

« endorses your pricr action in authorizing a
one=year extension of the P.L. 480 agu cnaat
with India

« supports, in advance, the basic direction
you intend to take in developing your proposals
for P.L. 480 at the next scssion of Congress.



In an accompanying Mescage you would:

e

b.

Ce

Stress ycur concern over the dangerxous food
problem facing the world and particularly Asla
in the coming years.

State your conviction that our Food for Pence
program will require major redirection if we
are to help the developing naticns cope with
this prcblem.

-Announce that you are now studying ways of ree

directing these programs so that U.S. food aid
will: '

==be contingent upon effective self~help cfforts
by the recipient nation, particularly those
aimed at securing an expansion in agricultural

cutgut.l

--maxinize the contribui.cn of food aid to
overall eccnomic dsvelopment goals.

--meet the nutritional nceds and prevent famine

(Ei) among the peoples of the recipient countries.

d.

£.

Emphasize the connection between the food prcblem

and the population problem and reiterate your
willingness to woxrlk with LDC's on programs to
moderate the population explosion.

State your intention to submit major changes in
P.L. 480 legislation at the next session, once
your intensive study has been completed.,

Finally, Announce that you have authorized the
eigning of a new one=~vea:r agreement with I-dic
making available 6 million tons of wheat. (A
full one-year agreement avoids the cubarrassment
of a dramatic Congressional « :doresmend of only
2 monthg wort:of food)

-
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Pros==This alternative naintains Presidential pree
rogatives to act under the present P,L. 4C0U
without exnlicit congressional coacurrence.

-=Yet it provides an opportunity for Congress
in effect to endorse your action on India.

-4;t permits us to move ahead at once to meet
the very gerious Indian food problem.

-=It allows vou to prepare the Congress now {and
get their general agreecment) for a basic revie
sion of food aid policies and programs nest
year,. .

=-The developing countries will be p. - on notice
that as 2 condition of fcod aid the President
and the Congress will requi:  *them to tzke
major action to increase agricultural produce
tion. This could be most useful even in this
year's P.L. 480 negotiations.

Cons==This course of action does not get glear=cut
prior congrezsional approval of a cne-year
. P.L. 480 agreecment with Indla,

==The suggestion o. & basic redirection fc.
P.L. 480 along the lines suggested will create
~concern on the part of certain key menbers,
especially Sci.ator Ellender and Congressman
Whitten.

Another Pogsibility

These are the available alternatives asc we cce them. All of
them have disadvantages., After reviewing them you may wish
to consider ' ’

. 2abandoning an approach to Congress &t this session

« going ahead with major revision in P.0., 480 next
session, and

o pending next year's revicions, author'=ze a one-yecar
P.L. 480 extension to India (and to cothcexr countries
as the need arices). ‘


https://autho:::'.zc

Approve alternative:

; ' complete revicion of P.L. 480 this
- session -- 2 nmonth India agrecicat

20 selected amendments to P.L. 480 this
session ~= 2 month India agrecment

3e : Joint Resclution authorizing siudy
- committee == 2 month India tgreement

4. Joint Resolution endorsing ba:is

direction of new food approach e
one year Indla agreement.

Abandon Congressional approach and go zhead with onceyear India
agreement .

Charles L. Schultze
Director
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Talking Pointe on India P.L. 480 Agreement L,bd“

Objective
Improved political relations with India.

Strategy
Use appropriate assistance programs as leverage.
Tactics
Is P.L. 480 wheat agreement appropriaste 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 sbout September 10.

To avoid a gap in the pipeline of wheat shipments, the Enbassy
should begin negotiations no léig; than the end of the coming week, about
July 10.

Supply

No significant new crops will c;m? in until the October rice crop.
Thig year's monsoon is a little late, a possibly bad augury for the
size of the harvest.

If withdrawals from central government stocks continue at recent
rates, the Indian government'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 Indian congumption.
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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 Gap in Pipeline

Reaction would quickly follow public knowledge of suspension of
shipments,

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 rises. Actual
grain shortages would most likely become evident in the 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 the GOI might include:

- stretch out of releases of central government stocks. The
government has already announced & decigion to reduce withdrawals from
600 to 450 thousand tons per month. They might decide to tighten the
belt even further.

- Imposition 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

SECRET
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on market forces rather than cumbersome government controls. These
progressive policles -- and quite possibly the Minister as well
(the best they have had) -- would most likely be camualties of any
new food crisis, seriously setting back the permenent 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 countries at the best possible terms that
the Indian government can get. Soviet Russia may well decide again to
fish in troubled waters by supplying limited amounts of wheat either
directly or by diverting some wheat ships from Australia or elsewhere
to India, as they did in the case of Egypt. While India realizes that
they depend on the U, S. for the short and medium range solution of
their food problems, they might find it difficult to refuse Soviet
offers, Propagenda gains for the Soviets could be all out of pro-
portion to the possible magnitude of the assistance rendered.

India is in the midet of a foreign exchange crisis, which was
aggravated (to the tune of sbout $50 million) by foreign food purchases
lagt year. These purchases were partly the result of last year's food
erisis and partly to tide the country over the gap in the P.L. 480
pipeline cause by the U.,S. dock strike last winter. Essential imports
have had to be cut back, adding to idle industrial plant capacity and to high

levels of urban unemployment. Any special diversion of foreign exchange

SEERET
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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, 1f the price were right.

Australia and France have very little surplus.

Rice

Thaeiland could furnish small amounts (about 50,000 tons), and
poseibly more when the crop 1s harvested in early fall,

Relation to United States Objective

A principal U,S,., objective has heen to facilitate sound political

growth in India through reasonsble 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 toward

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

regime. This development ie basically in our interest. It is impossible

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 parliementary system might be thrown into the balance.
SECRET =
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A cut-off of food shipments would arouse 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-
ghip 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 intermal political
pressures on Shastri to which he would have to be responsive. U.S.

interest would not be served.

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 meking & decision on P.L. 480, a temporary extension of wheat shipments
-- gay, for 60 days -- seems appropriate to keep the wheat pipeline
full while talke with the Indians on broader matters proceeded.

This extension will plainly not take any pressure of the Indians
in the discussions, and if the public announcements are handled correctly,
it ghould avoid adverse effecte in the Indian food market, or at least
contain them,
Conclusion
Sl beso

Recommend extension of the present P.L., agreement 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 SECRET
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¥ill4wn B. Macorber, Jr.
Aseistant Administrator
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All PA's under tho existing agreccmnt have been fsgued, extapt for
$300,000 which cre held up pending setilement of uwual marketing problemg.
Ve wnderstand from the Departnent of Agriculture that shipe will be dew
parting 1y wntil Anguet 10, or possibly & few days later, sssuming
[Tompt icsuance Of remuining ra'g. countang oo days In transit, the
Indion end of the pipeline will be dry cbout Septenber 10, or st dest
a fovw days later.

Zindng
Tvo major technical fectors aeffect the remegptions of chipments:

2) It takes shout 4-6 weeks to dook ghivning in the megnitude required.
A lcad tizme of less than gix weeks ip feaatble in present markat conditions
but couwld lead €o ivereases in freight costa, (o the other hand,
tha ships now in the trade to India night heve difficulty finding
elsevhere, Thuz, o decision wight be dolsyed untll about
Jly 10 fvithout causing excecesive difTficulty or expensa.

b) Assudng shipe are ready, it will take 4.5 veeks between Vashington
decision and firgt ship departures: 1 week to inetruct and wrop W ogrec~
ment in Nav Delli; 2-3 days for fsguance of Pi's, 1 week for Indians to

nd receive tendere; 2 weeks to move to port and loed ships.
Thie works out uire o decigion by July U or 9.

s, the critical dets goems €0 be July 10.

Consaquemces of delay

The irmediate denger from & hictus 12 more ecopomic and political than
caloric, The experiences of the Indian food crisis in 1964 exd of the
U, 8. dock strike in early 1965 indicute that the Indisn population apd
econony ere cxtrenely sensitive to fluctuatitne in the suwpply of food-
graing, real or {mmgived. %o would expect resumption of hoarding by
traders end houscholds leading ¢o strong wreard presgure on food prices,
vhich have bDoen reasonably ctable éuring the pagt 6 montha. FRregsure
for cccelerated distridution of the prverment's limited stocks would
increcse repddly. ¥hile mresent buffer stocks are not largo, they are
pufficlient for perhaps 2-93 months under noreal conditions, but would
disapvecr quickly under unmeunl pressurs. ihere would still be some
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Otzte and privete stocks, but pricce would epdrsl quickly mlsing the
posibility of food ricte in come ploces.

The COI iz mmyre that timing is pow tight as ovidencsd by Cubrerenisu's
gamyche to Croene on Jme 22, Unlege o deciaion is mode Yy July 10, en
interruption of shipnente Docose elnogt mapvoddadle. Peon then, sop
hersic moasures w1l be needed €0 fmobilizes uhipping, gssus M's and
tenders. Iowever, thz long lead tises fnvolwnd msy obscure the gerious-
nogn of the gitustion €0 the Indizn publie for sove Tiwne, pordape 2.3
veeZe 08 8 puese, _ .

Tho GOX vould heve o limited grace period for mking alterpnto
arrengests, such os purchases clsevhere, os it &14 of the tiue of the
U, B, dock girike. 4D renscure tho public, the GOI procured large coowmts
of vhost and rice with {red foreipn exclmge at o cost of edouk § 50
milldian, Indis's capacily to ropeat this opersticn ig liwmited due €0

lagt yoar's food cricle chook the Clastel Covermssnt. Apother
agpericnce of thieo kind could throaten the stadility of the gowormuent,

A mwogt 1ikely comumity of eny noew food crisls wonll de the pro-
gresstive sgricultural policies of food end Agriculture nicter

slaring uwovesent
of rationing degend for en opportindty to profw thelr worth on tha
ocgumilation of bulfer stocks By the OO,

The mov ﬂ%wd%ﬂtomh@nﬁmmﬂ.s&d
cplisg would try to stretch domoetic pupplies ratisning
other tight mrieting end prite Controls end;po Suppleent suypiles Ly
linited peheges of gratas outsile the U, S,

oA
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Production of food gmm in 1964/65 1o estimted ot 87.5 million
1c tonz, or about 11% higher than 1963/64. The total includes 38

Nion tons of rice end 12 million tens of vheat., Prospecte for

1965/66 ore wmeertain ond very largely dependent on the momsoon, pow

' . MMece and vheat are treated as interchangeable for this

etody; actually st Indiens prefer rice,
%mmwwmoﬁmmemmnmmmm

Subgtential Buounte of the crop are held et tho producer/village

lmn‘ll in anticipotion of yrice rises later in the yeer as the ayailadle

gupplies dimindch. The efforts of the cestral and Btate governments to

acquire sudstantiol buffer stocke from domegtic production have met with

M@eﬂmﬂ.

Conmuption

Canmuption of £a0d greins in 1965/66 15 estimated at sbout 92
aillion tons, asswning no change in private stocks, money supply, or
dict, and a per copita consunpdicn of slightly over ono pound of grain
per day. This cbviously undsrstates requirements since Indie iz &
clvonically food short econosy end conguption is at oindrmam levels,

Btocks

latest nvelledle data on buffer gtocks are for iisy U vhen GOI had
stocks of 512,000 tans of vheat end 542,000 tonz of rice, for a total
of 1,034,000 tons. Thisis a sharp recovery from last December when
GOI gtocke had fallen to 506,000 tons, comsisting of 28%,000 tons of
wvheat and 222,000 tone of rice. The recovery is partly due to

sccelerated P.L. 480 ehipments, supplerented by large ecele imports
of vheat from Australie and Canada and urmemsmrgnum.

During the first four months of 1965, drawings on COI gtocks,
mogtly wheat, have averaged adout 650,000 tons per memth. The GOI
has recently sonounced a "belt tightening” effort under vhich draow-
ings on stocke are to be reduced to 450,000 per month. Success iz doubt-

ful with the “lean montha™ of Augnst/Septenber coming up, preceding
the nev rice erop in October/Toverder.

A record amount of 300,000 tons of vheat(chiefly P.L., 480) vas
1rported in Jupe, dut the rate of srrivals in July and August is bound
to be lower becauge of the moncoon. Hevertheless, some further increose
in poveroment stocks con be enticipated in Jme and July. A rough
estimote would be 500,000, mking total end July COI wheet and rice
ctocks an estimated 1,550,000 tons.

Agide from central govermment stocks, goowe of the States also maintein
wheet and rice stocks. Thege gtocks roge from & low of 307,000 tons in
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December 1964 to 1,229,000 tons on Mhy 8, 1965. Ths latter stock cansicta
- chiefly of rice, and 15 held prirmrily in the Southern rice ewrplua ctates
of Madras and lysore, tnd g not, under present Conctitutional crrenge-
wente, avallsdle to the centmal govermeent.

Iricos

£z o rezult of the £o0d criels of 19G%, rrices of all roge
sharply throughout moet of the yeer; the food index rose from 140 in the
firvet quarier to 168 in the fourth querter. The crisis wes lavgely ome
of pdbliec fotr of chortages inspirzd by speculztion and increases in
hooxding. Tood ghortages in yarts of the coundry were chisfly the
remult of market rmoxtipniation because of lgtributicn problems ond mise
rensgenent. The governsent tried to counter théss priceirices chiefly
byeth;:gngitnwm&mksmwmﬁmgur@iw
as pose o

Ay confidence vas restored with the help of increased P.L. 489
chipmente, prices begen to decline pesr the end of the yeer. For
Angtance, the vhest price index in iy was 159 lower than in Jammny
1955,m1tmssmmgmtmmzmz .
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UNITED STATES DEPARTMENT OF AGRICULTURE
FOREIGN AGRICULTURAL SERVICE
WASHINGTON, D.C. 20250

ADMINISTRATIVELY CONFIRENTIAL JUN 2 1 1965

To:

Robert W. Komer :
National Security Council . -

~ )
From: C. R. Eskildsen /5
Associate Administrator S

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

ll

2.

3

JUN 271 1965

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 May 8, government stocks of wheat and rice were 1,054,000 tons.
The average monthly offtake in the first four months of 1965 was
600,000 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 May 8
represented about two months' supply at the reduced offtake rate.

The last purchase authorization under the current PL 480 agreement
was issued on May 14, 1965 for 600,000 tons of wheat for delivery
through August 31, 1965. There are also residual funds available
for approximately 285,000 tons more which would fulfill about half
of the September requirement.

In order to prevent an interruption in the food shipments it would
be necessary for new shipments to commence by September 1, 1965; 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,
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 day the agreement
is signed.

ADMINISTRATIVELY CONPEDENTIAR




CONFSRENTIAL

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'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're 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 guess, is a,utJ government stocks could be cleaned
out in 2-3 months if shipmé%’stopped after 10 August) assuming no
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.

Fuf

v oL

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.

o

| =

NSC Memo, Cujdahines

4 Barai Ig NH' 5—@;0\7



CONFIRENTLAL,

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 mis sion that
current PA's will keep ships departing until about 10 August (i. e. arriving

s 23004

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; 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'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.

CONFIDENTIAL







UNITED STATES DEPARTMENT OF AGRICULTURE
FOREIGN AGRICULTURAL SERVICE
WASHINGTON, D.C. 20250

ADMINISTRATIVELY CO. AL JUN 2 1 1965

To:

Robert W. Komer (C
‘ National Security Council A
AF‘rom: C. R. Eskildsen \/L
Associate Administrator

st

el

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

1.

2.

3e

JUN 21 1965

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 May 8, government stocks of wheat and rice were 1,054,000 tons.
The average monthly offtake in the first four months of 1965 was
600,000 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 May 8
represented about two months' supply at the reduced offtake rate.

The last purchase authorization under the current PL 480 agreement
was issued on May 1k, 1965 for 600,000 tons of wheat for delivery
through August 31, 1965. There are also residual funds available
for approximately 285,000 tons more which would fulfill about half
of the September requirement.

In order to prevent an interruption in the food shipments it would
be necessary for new shipments to commence by September 1, 1965; in
order for the shipments to begin at this time 1t would be necessary
for contracts for the shipments to have been made by August 15,
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 day the agreement
is signed.

ADMINISTRATIVELY CONFIDENTEAL

- — —— ———— —
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CONFIDENTIAL

RwR:/ 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're 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 ant}increas es
the drain from government stocks as the government releases stocks to
keep prices down. A guess, is t&&}; government stocks could be cleaned |
out in 2-3 months if shipmentg stopped after 10 August! assuming no f,’dqﬂ-ﬁnc.qt'
emergency shipments from other sources. There would still be some ‘me_
Ty
G o

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.




COMESERTIAL:

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'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; 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'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.
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THROUGH: EXBEC
SUBJECT: INDIA: Wheat Pipeline
There 1s attached a paper vhich discusses the wheat pipe-

line for India and examines the direct consequences of a hiatus in
P.L. 480 shipments. )

Information on production,; conswaption, stocks and prices
is included in an Annex.

Wi2liam 3. Macomber, Jr.
Assistant Administrator
Bureau for Near East and South Asia
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COMEIRERTIAY,

SUPPLY STTUATION FUR WHEAT IN TDIA

Shipping Situatien

All PA's under the existiag agreement have becn incuod, excapt for
$300,000 which 8re held up pending setilermmt of noual marksting yroblsmg.
We understand from the Department of Agriculture thut ships will be de-
prting yegularly until August 10, o possibly a fev days later, assuming
prompt issuance of remsiming PA's. Counting 0 days in trangit, tha
Indian end of the pipelira will be dry cbout Septerdbor 10, or st beat
a fow days later.

Jindng
Twve majar technical factors nﬁ‘ect the resumpticns of shipments:

a) It takes sbout 4-6 weeks to Yook shipping in the magnitude required.
A lead time of less than six weeks is fessible in present markst conditions
but could lead to sharp {ncreases in freight costs. On the other hand,
the ships new in the wheat trade to India might have difficulty fimiing
employment elsevhere, Thus, a decisien might ke delsgyed nntil about
July 10 without causing excessive difficulty or expense,

b) Assuming shipe ave ready, it will take 4-5 weeks between Washington
decisien end first ship departures: 1 week to ipstruct axd wrap up egree~
ment in New Delhi; 2~3 daye for issuance of PA's, 1 week for Indiars to
request and receive tenders; 2 weeks to move to port and locd shipao.
This works cut to require 8 decigion by July 8 ar 9.

Thus, the eritical date geews to de July 10,

Consequences of delay

The inmediate danger fyom a hiatus is more economic and political than
caloric. The experiences of the Indlen food crisis in 1264 and of the
U. 8. dock strike in early 1965 indicate that the Indian populatics and
econony are extrerely sensitive te fluctuatienz in the supply of food-
grains, real or imsgined. We would expect resumption of hoarding by
traders and households leading to glrong upward pregéure on food prices,
wvhich have been reascnably stable during the past 6 menths. Pressure
for accelerated distribution of the gsvermoent's limited stecks would
ircreage repidly. While present buffer etscks are not large, they are
sufficient for perhaps 2-3 menths under normal conditions, but would
disappear quickly under umusual pressure. Thero would still be some
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State ard private gtocks, but prices would spiral quickly raising the
possibility of food riets in some places.

The COI is msmre that timing is now tight as evidenced by Subtrameniem's
demarche to Groene on June 29, Unless a decision is made by July 10, an
interruption of shipnents become almest umavoidable. Even then, scee
heroic measures will be needed to _yobilize Shipping, 4 PA's and
tmders. Bowever, the long lead times invelved may obscure the seriocus-
o5 of the situation to the Indlan puhlie. for sare time, pechapg 2-3
weelﬁ 88 & guess.

Thae GOY would have a limited grace period forr mking alternate
arr s, such 8s purchases elseuhere, as it d1d at the time e time of the
U. B, dock girike. To Teassure the public, the GOI procured large amownta
of wheat and rice with free forelgn exchange at a cost of about § 50
militon. Indla‘'s capscily to repeat this operation is limited 8ue fo
declining foreign exchange reserves. In present circumstance, alterns~-
tive procurement of feedgraing would undoubtedly Do st the expense nse of
essential imparts for the development program.

last year's food crisis shock the Shastri Govermment, Ancther
exyparience of this kind could threaten the stability of the geverrnment,

&ressive ag;rieultml policies of Food and Agriculture Minigter .
Subramsnian which we have been supperting, Survival of that progranm

{ and possibly of Subrawanian} depends cn a protective wprella of

P.L. 380 wheat shipments. The system of imcentive prices fix kyroducers
is'raduced last year, the progress towards greater relisnce on merket
Porces (instead of dirvect governmment controls) in the collection,
storing and distributfon of feadgrain, the movesent towards sbelitionm
of ratiening deperd for an tpportunity to proye their worth on the
sccumulation of wuffer gtocks by the GOI.

gerwst likely remction of the GCI to an interruption in U. S.
gupplies weuld be to try to stretch damestic supplies by rationing and
obtler tight merketing ard price Contruls &0 to supplement Supplies by
limited pmchaues of grains outside the U, S,

L
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ATEX

Production

; \ Production of food grains in 1964/65 49 estimnted at 87.5 million
metiic tens, or about 11% higher than 1963/64. The total includes 28
million tons ¢f rice and 12 nillion tone of wheat, Procpects for
1965/66 are uncertain and very laorgely dependent em the monsson, nov
beginning. Ricc end vheat are trcated as fmterchangeable for thin
study; actually most Indiene prefer rice.

i

{ The bulk of foodgrdins produced moves in privote trade chomnels,
Subetantial smounts of the crop are held at tho producer/village
level in anticipaticn of price rises loter 1n the yoor ag ths availadle
supplies disimish. The efforts of the cestral and Siate governments o
- acquire substomtiol buffer stocks from domectde production have met with
limited guccess.

Cansumption

Consumption of food gredns in 1965/66 1g estimated at sbout 92
m{llion tons, assusing 0o change in private etocin, moncy supply, or
diet, and a per capita consumpticn of slightly over ono pound of grain

per day. This cbviously understates requiremenio pince Inlia iz a
chronically feod short econony and congwptim is at mimdmoe lovela,

Stocks

Latest avellsble data on buffer stocks ere for Iny 8 vhen GOI had
stocks of 512,000 tons of wheat and 542,000 tons of rice, for a total
of 1,084,000 tons., Thisis a sharp recevery frou lact December when
GOL stocks had fallen to 506,000 tono, cemsisting of 284,000 tona of
wheat and 222,000 tenz <f rice. The recovery is partly due te
accelerated P.L. 480 shipments, supplemented by large scale imperis
of wheat from Australiz and Canada and of rice fron Scuth East Asic.

During the first four months of 1965, drawings on GOI stocks,
mostly wheat, have averaged about 650,000 tcne per month. The GOI
has recently amnounced a "belt tightening" eflort under which draw-
ings on stocks are to be reduced to 450,000 per month. Success is doubt-
ful with the "lean montha" of Ausuct/Cepterber coming up, rrecedlng
the new rice crop in October/Noverber.

A record amount of 000,000 tonz of vheat(chiefly P.L. ¥80) was
imported in June, but the rate of arrivala in July and August is bound
to be lower because of the monsocu. Nevertheless, zeme further ircreaca
in government stocks can be anticipated in Jume end July. A rough
estimate would be 500,000, making tetal end July COI wheat and rice
stocks an estimated 1,550,600 tona,.

Aside from central govermment stocks, gome of the States also pedntedn
vheat and rice stocks. Those gtocka roce from a low of 387,000 tons in
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December 1364 to 1,229,000 tans <x Muy 8, 1205. The lotter stock ecancicts
chiefly of rice, and is held primsrily in thoe Southern rice surplua ctoteg
of Madras and Mysore, and is not, under pregont Conctitutional ceronse-
ments, available to the central goverment.

Prices

As a regult of the food crisis of 1964, prices of all foedgrains roge
sharply throughout most of the yeer; The food index rese from 140 in the
first quarter to 168 in the fourth quarter. The crisis wag largely cne
of public fear of shortages inepired by speculation and increases in
hoarding. Foed shortages in parts of the cauntry were chiefly the
result of warket manipmlation hecause of distributicn problems and mis-
menagement. The govermment tried to counter these pricesrises chiefly
Py exhausting its buffer stocks and by increasing isports ez rapidly
as miblﬂo

As confidence waes restored with the help of ircreased P, L. 4BO
shipments, prices began to decline near the end of the year, For
_instance, theuheatpricemdc:inhyml;glmﬂnnm&mry
1965, but 1t was sLill higher than in May .
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INDIAN APPROACHES

CHRONOLOGY OF MAJOR %E/
ON THE P. L. 480 AGREEMENT

GOI asked Australian Government Jor 1 million tons of wheat
on a donational or other concegfional basis to help GOI

build up buffe
New Delhi - Agr.

GOI asked Australian\gdﬁernment for 150,000 tons of whewt as
a result of failure ¢ U. S. P.L. 480 shipments to reach India,
due to East Coast

New Delhi to State 2209 dated Feb T, 1965.

GOI asked ublic of Korea %o divert 34,000 tons of Title I

wheat to Jhdia to help relieve political unrest in India due
to sho of wheat e\\\
Seoul o State - 1114 dated Feb.\19, 1965

Late March

March 30

March 31

Informal 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 GOIL that we thouzit
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

Meeting between Mr. Diaz, Secretary in the GOI Food Ministry
(accompanied by Guhan, Deputy to Indian Economic Minister 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.

Mr. Diaz met with Secretary Orville Freeman for the same
purpose. No intimation given in either conversation that U.S.
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Chronology D

April 8

April 8

April 26

<

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

LS

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 program adequate for India's
urgent needs" (Deptel 2350), the 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 Rajan and Guhan called on Dept. of State (Handley)
to solicit early agreement. Said early agreement necessary




June T
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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 GOL efforts to stabilize prices.

State 2427 to New Delhi - May 18, 1965.

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 shortage of time remaining
was problem. Sundara Rajan hoped for best possible terms
but getting agreement signed on time was priority objective.

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

About June 1k

June 18

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

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

June 18

June 21

June 21

June 25

June 30

NESA/SA

6/21/65

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 conversatiorfé;\which we had explained
that requirement for GOI to pay some of PL 48Q freight in
dollars could only be considered in context of overall
Indian foreign exchange situation and was one of numerous
factors taken 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, without which difficult to consider
freight problem further.

K
Guhan telephones Furst to say that %rould 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 Dias called our chage in New Delhi to
ask the status of the new agreement. Expressed apprehension
lest delay beyond 30 June curtail wheat shipments after
completion of the current agreement.

Guhan called Sober again, saying he had just been on the
phone with New Delhi and was under instructions to inquire
about the PL 480 agreement and express New Delhi's concern
over delay.

Ambassador Nehru has an appointment with Bell, ostensibly
to discuss freight problem but undoubtedly also to express
concern over delay Indian embassy has been in almost
daily touch with AID working level

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

(April 30 - June 17, 1965)

AEril 30 - McGB Memo to

President
(HHS draft)
May 28 - To McGB
May 30 - To McGB
June 9 - To McGB
June 8§ - To President
June 9 - To President

- '"...we would reserve for your specific approval
...(d) new PL 480 agreements in both countries."

- "...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.

expires 30 June and the pipeline will begin run-

The present one

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
.. .Indian PL 480 is more urgent,
since we really have to get going now to keep the

late next week,

food moving."

- "III. Make India come to us....(2) Negotiate only
a 6-month or one year interim PL 480 agreement

‘this 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 self-help
effort in certain fields."

- Memo for Record/FPresidential 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.

- Issues for Decision: ""D. The Indian PL 480 agree-
ment 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
make a new one-year agreement."

(2}

- Forwarding Bell/Mann memo recommending action:
", ..(b) give only a one-year PL 480 agreement."



L}

2,

June 17 To President - ''State and AID have been pushing for your OK on
a new PL 480 agreement with India. ..the urgency
is that if 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)..."
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DEPARTMENT OF STATE il

AGENCY FOR INTERNATIONAL DEVELOPMENT
OFFICE OF THE ADMINISTRATOR

June 16, 1965

MEMORANDUM FOR: The Honorable McGeorge Bundy
Bpezcial 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,

P

M
Willizm S. Gaud

Deputy Administrator

Attachment:
As stated

JUN 1€ 1955



DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVENOP T
WASHINGTON

OFFICE OF
THE ADMINISTRATOR

MEMORANDUM FOR THE PRESIDENT

"
Mim 1 61295

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
w ith 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.

Reind g;éguuk

David E, Bell

AL
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| " DEPARTMENT OF STATE ,q/o |

AGENCY FOR INTERNATIONAL DEVELOPMENT ’
OFFICE OF THE ADMINISTRATOR

June 16, 1965

J/

MEMORANDUM FOR: The Honorable McGeorge Bundy Z {//v
Special Assistant to the President' h
The White House '

Attached is a memorandum to\\t
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 i
do to get a decision for us. Messrs. Mann, b
Solomon and Talbot are all in agreement with

this recommendation.

WilliamS. Gaud
Deputy Administrator ?

Attachment: i
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON

i 16 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 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
w ith 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 reguirements. 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:
-Lioans 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
i 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,

Deid §Boe_

David E, Bell
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MEMORANDUM FOR: The Honorable McGeorge Bu
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
«pril 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. /4§7
Donald S. Brown
Executive Secretary
Attachments
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