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AMBASSADOR OF INDI
WASHINGTON, D. C. /S

L%

26 December, 1968

Dear Mr. Rostow,

I am leaving for India to-day for
consultations. During the rush of your own heavy work
just now towards the end of your tenure, I did not wish
to disturb you. However, I am sending you, as promised,
certain material which you might be interested to glance
through now or later : it bears on our willingness to
discuss Kashmir. You will remember that someone had told
you we had not been willing.

I am sorry you will be leaving so shortly
after my having taken over here. It was a pleasure
getting to know you and I hope there will be other
opportunities in the future for us to meet. I look forward

to them. 2
A—/L/_L - l//'/z"’/g- s Z‘w Iﬁ/ =~

Yr.7 _.//Z»{_,L .7'4—-1-4--""{ d“; Yours si rely,
l

( Ali Yavar Jung )
/

/

/

The Honourable Walt W. Rostow,
The White House,
Washington D.C.

Encl/As mentioned above,

DECLASSIFIED
E.O. 12958, Sec. 3.5
State Dept. Guidelines
By Fh » NARA, Date #-16-2 -
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Extracts from an informal Note of 1966

The Government of India have alfeady made clear in their
proposal that each side will be frée to raise any issue. The
Government of Pakistan have their own views on Kashmir and
other matters; so have the Governﬁent of India. The tashkent
Declaration calls for progress in various fields of Indo-
Pakistan relations without progress on anfvmatter being made
a pre-condition for progress on another, It is the task of
both Governments to strive sincerely for reconciling
differences and for expanding the-areas of agreement, and to
persevere in efforts towards the peaceful resolutién of their
differences. This objective can best be achieved by discussions

without prior commitments or assurences from either side.
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S s spn 1&9 .. Kevina 1, 1888(Saka)
September 23,1966

S /INDIA INVITES PAKISTAN TO DISCUSS 'ALL DIFFERENCES
P | WITHOUT PREJUI‘IGE 10 EITEER SIDE'S PomT OF VIEW

S India has invited Pakistan to send a delegation of
" ‘officials to New Delhi for talks on all differences between

- the two countries "without prejudice ta either 31de‘spoint
- of view."

,,5, In a note dated September 10 the Government of Indiq_
; said it had asked India's High Commissioner (Ambassador) in
~ Pakistan to discuss a mutually converiiént date., -

: The note’ made it clear that Pakistan could not
. 'expect a prior assurance in respect of any questious that’
. might be discussed at the proposed meetinge
: The Indian note is the latest in a series of exchan-
.-ges between the two countries in a bid to call a mz:ting of
‘officials to discuss the implementstion of the Tashient decle-
- ration.

""ft "-‘ Followling is the text of the Government of Inaju 8
communication of September 10 to the Pakistan Government: '

Lo "The Government of India have seen the conmunica-
'tion handed over to -thelr Acting High Commissioner by the
- .. "Pakistan Government on August 31l. They rogrot to note that
""" while these exchanges between the two Governments so far
- " have been concerned entirely with the question of another

.'....0 2

" , L . " ISSUED BY THE INFORMATION SERVICE OF INDIA, EMBASSY OF INDIA
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“f .of the proposals made by the Government of India.

‘Talks Must Be Serious, Purposeful

" SPR 149

o imeeting between them'under the Tashicent declaration, the
.- Pakistan Government in their latest note have gone into a
" variety of extraneous matters and have thought fit to

make accusations against the Government of India which are
neither justified in;fact nor inﬂconq inince with the spirit

/

"It was made clear in the Government of India's

= .- notes of July 6 and August 6 that at the proposed meeting
"+ each side will be free to raise any issue. It would, as
' already pointed out in the note of August 6, be the task
. of both Governments to strive sincerely for reconciling the
. .differences and for expanding areas of agreement. The note:
' ..-added that in the view of the Government of India this eowld
. be achieved by discussion without prior commitments or

assurances from either side and furthermore, any talks betw-" ..

* een India and Pakistan must be serious and purposeful. The

. 'Government of India repeat that once the two delegations

.meet 1t would be open to either side to raise any question,

and the discussions must be held with seriousness beflttlng

"'.all dlscu531ons between India and Paklstan.

"It is not understood why, when the Government

.jff'of India's position has been repeatedly set out orally and
. . in writing, the Pakistan Government should persist in their
' demand for -clarifications on points which have already been

made clear. The Government of India find it difficult to

. avoid the conclusion that the Pakistan Government desire to

secure from them a commitment that they: give up their posi-~

: “tion on Jamu and Kashmir and on other matters. The Govern-

ment of India must point out that such an attitude on part

- of the Pakistan Government is hardly reasonable. It is

- obvious that any agreement for discussion op negotiation

~ between sovereign states must be without prejudice to their
- respective points of view. The Government of India are not
- asking the Paldstan Government for any prior assurance in

respect of any of the questions that might be discussed

. between the two countries at the proposed meeting. There

is equally no reason why the Pakistan Government should

" expect the Government of India to give such assurancess

B ;hdia's Ernest_Desire

: "The Pakistan Government have made a grievance of -
- some public statements reported to have been made by Indian
' leaders, and have dwelt on these in their latest note. The

.... 3
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"' For example the Prime Minister of India at her May 20 Press
. Conference, in her broadcast of July 7, in her message to

'4”.Govefnment of India regret that the latest communication of -

. 17, on August 15 at the shrine of Khwaja Nizamuddin Aula, and
“ -on August 18 in a press interview earnestly expressed India's
' desire for improvement of relations between the two countries.

. any reiterationby India of its position on any question is an: = |
. obstacle to another meeting under the Tashkent declaration. o
' .On their part, the Government of India do not feel that any
;" useful purpose would be served or that it is relevant in conn- .= S
[+ -ection with holding of the proposed meeting to quote the nume- o v
.. .rous statements by Pakistani leaders not.only reiterating T
. Pakistani atand on many questions, including that on Jammu and . -
- Kashmir, but doing so in a manner which is at once provocative . .

."that Kaahmlr ia an integral pert of India whoae sovereignty is

SPR 149

]

the Pakistan Government cites some Indian statements out of

.~ the context. The Government of India would have liked the ‘ :
" Pakistan Government to take note of and appreciate the repe- ' "
.- ated statements by the leaders of the Government of India : o o
. ‘reiterating their earnest desire for development of friendly : :

and good neighbourly relations between India“and Pakistan.

the President of Pakistan while overflying Pakistan on July

Indeed the President of India and the Prime Minister and

‘_other members of the Government of ¢nd1a have repeatedly aff=-
- irmed the determination of India 16 cag ¥ out the Tashkent
u_declaratlon inletter and in spirit. ,

“The Palkdstan Government seem to take the view that

and contrary to the spirit of the Tashkent declaration. Among

. the more recent of these statements are some by the Foreign : §
“Minister of Pakistan which go so far as to assert that Kashmir o
/- belongs to Pakistan. He stated in Karachi on July 24 that the
- letter VK" in 'Pakistan' stood for Kashmir; and on July 28
.. ‘that Pakistan and Kashmir were bound by unbreakable ties. "On

July 24 Pakistan Foreign Minister even threatened further

- conflict between the two countries in defiance of the categorical
. affirmation in the Tashkent declaration that the two Governments
t ,w1ll rasolve their difference by peaceful means. S

’Whlle the Government of India naturally regre£ such . -
statements they have not let these come in the way of their

‘efforts to bring about an improvement of relations or regarding
|’ them as an obstacle to a meetlng between the' two Governmentse.
- By parity of reacsoning there is no reason why, when a member

of the Governmea', of India reiterates Indla's wellknown posxtlon
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'”g'not negotlable, ‘the Pakistan Government should make a grlev—
. ance of it , .

":'gaseless Allegation

"Among the extraneous and contentious points now

. introduced by the Pakistan Government, into these exchanges

* is the allegation that India has violated.the Tashkent '

" declaration by unleashing a propaganda campaign against

" Pakistan. This allegation 1s baseless. On the contrary,

-+ much harm has been done to the purposes of the Tashkent de-
. claration by vilification of India by Pakistani leaders and

bwg‘by the Pakistan press and radio, to which the Government of

" «.India have repeatedly drawn attentlon.

i?fAntL:;ndlan Propaganda

"Unfortunately India's representations have had no

" 7 effect.. The latest in the campaign against India is the wh- -

- 0lly unfounded propaganda unleashed by Pakistan to the effect
that India was. planning to be a nuclear weapons power and is

 i}'to undertake a nuclear explosion. .In spite of India's denisl
- which has been accepted by the international community Pakls-
;u'jtan perslsts in such false propaganda.

"The Pakistan note of August 31 also alleges that

i ' ina conversation between the Secretary in the Ministry of

-‘; ' External Affairs and Pakistan High Commissioner in India the .

. former held out a %threat to renew hostilities against

.. Pakistan's There is no basis whatsoever for this gross mis-

representation of the discussion between these two officials.

;- The Secretary in the Ministry of External Affairs did no more
.:". than point out the seriousness of Pakistani military build '
' -up, the dangers thereof and the obligations of the Government
=~ of India to defend Indla's territorial integrity agalnst any

,:jaggr3551on.

"The Government of India are somewhat puzzled at
the induction in Pakistan Government's note of wholly unre-
lated matter of diplomatic exchanges between the two Govern-
ments on Pakistani troop movements in the vicinity of the '
international. frentier with India. They note that two weeks
after reports of Pakistan’s military preparations werse brought

~to the attention of the Pakistan Government, the latter have

. 'made allegations of military preparations and threat from the

“'Indian side. The official spokesman of the Government of
-India has already denied these allegations. As the Pakistan

ecevesse 5

2107 MASSACHUSETTS AVENUE, N.W,, WASHINGTON, D.C. 20008 ~ ~

o
R

e e gt i e £ s e < o . e i
YT -


https://lllilitn.ry

A

. SPR 149

‘Government are aware,the Government of India have, with a view

~5=

'

to ensuring tranquility along the border between India and

" pakistan, proposed a meetirig of the Chiefs of Army Staffs of

the two countries. The Pakistan Government will, it is hoped
agree that, in the spirit of the Tashkent declaration and in

‘accordance w1th the subsequent agreement betweea the Chizf of
Indian Army Staff and the Commandcr-jn~CnJu* of Pakishan Army,
reports of such movemeénts ehould be ciscussed . betweea bhan

- .with a view to easing of tension crested by such repocts.

VU obligations Under Tashkent Declaraticn

"It was with the object of reversing the unicriuraie
trends in the relations between the two countries and to give
-them & new ‘direction that the Government of India had propesed

,'the officials? level meeting with Fakistan. Both Governmeats
have solemnly subscribed to the Tashkent declaration; both
have affirmed their adherence to and their desire to implement the

,declaration; both have already taker. certain steps to carry

'’ out measures envisaged in the declaration. The Government of

" India have no other desire than to proceed in cooperation with
" the Pakistan Government to take further measures along lines

o ~which both have set out in the declaration.

"The Government of India heve repeatedly informed
the Paldstan Government, and do so again, that they are willing -
‘to discuss all issues, with a sincere desire to find solutions
. for them, and without preconditions. The question of seecking
~ further assurances in this regard should ‘therefore not arise

. at all.

"The Government of India interpret Paragraph 8 of
Paklstan Government's note as containing agreement to the pro-
"posal for a meeting at which all disputes and differences
between the two countries including the question of normalisa-
tion of relations, could be raised and discussed with a view

. to reaching solutions, and that such discussions or negotiations

~would be without prejudice to either sidefs p01nt of view. If
this is a correct interpretation of the Pakistan Government¥s
posltion, the Government of India would be glad to receive a

~delegation of officials from Pakistan in Delhi. They have asked -

theirAgtlng High Commissioner to discuss a mutuwally convenient
date.", T .

i
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Chronology of attempts to have Indo=Pakistan
meeting under Tashkent Declaration,

On January 28, 1966, India proposed that an Indo-Pakistan
inter-Ministerial meeting be held to consider further steps
towards the implementation of the Tashkent Declaration. We said

. we would in particular like to discuss the restoration of trade

and economic relations and communications (énvisaged in Article VI)
and the return of properties (in accordance with Article VIII),

but other issues were not excluded; indeed, India sent a very large
and high~-powered delegation (including 3 Ministers and 5 Secretaries
prepared to discuss several other measures which could help improve
relations, including such matters as the uses of the eastern waters
and movement of refugees in which Pakistan had said she was
particularly interested. Pakistan's immediate response was to
publish on February 3rd an agends so contentious in substance and
provocative in language as to prejudice seriously the outcome of any
meeting. To avoid a breakdown, the Indian High Commissioner fas
instructed to seek President Ayub's intervention, and it was eventually
agreed thgt the two sides meet without agenda, each side being free
to raise any issue it wished. However, when the meeting took place
in Rawalpirdi on March 1lst and 2nd, Pakistan took the stand that unless
there was progress towards a Kashmir settlement, there could be no
gsettlement of any other issue. The Indian officials pointed out

that the Heads of Governments had discussed Kashmir only a few weeks
earlier without bheing able to agree, and it was unrealistic to expect
officials to succeed where the Heads of Governments had been

obliged to agree to disagree. Discussions on Kashmir were not

ruled out by India, as Pakistan has been alleging; it was made clear
to the Pakistanis that if they wished to discuss Kashmir, the .Indian
Ministers were available to their Ministers in Rawalpindi, but
meanwhile the officials should try and settle other problems. The
Pakistanis, however, insisted that visible progress towards & Kashmir
settlement was an easential pre~condition to the settlement of other
issues, In a meeting restricted to- the Ministers and Foreign
Secretaries of the two sides, the Pakistanis even suggested that if
India preferred to work for agreements on other matters, these could
be attempted but if reached would not be implemented until the
Kashmir issue was settled. India, therefore, suggested that the two
sides might meet again, and this was agreed to in a joint communique
in which India also agreed to incorporate a reference to the
importance which the Pekistanis attached to the Kashmir issue,

2, Despite the deadlock at the Rawalpindi meeting, India expressed
her readiness to meet again with Pakistan if another meeting could
lead to progress. The Prime Minister's statement on May 12 that
India was willing to have a meeting with Pekistan at any level that
could meke for progress under the Tashkent Declaration was &
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reiteration of Indials persistent stand but Pakistan chose to use it
as an occasion for appearing to be once again interested in
implementing the Declaration. On May 28th, the Pakistan Foreign
Secretary told the Acting Indian High Commissioner that his Government
had been considering how to try and improve relations with India;

that they had been distressed by India's "bellicose! attitude but were
glad to find a new attitude as revealed in the Prime Minister's
statement on May 12th. It was an after~thought on the Pakistani side
to use the statements of the two Heads of Governments as a peg on
which to hang their new feelers, the real motives of which lay rather
in external pressures than in any new Pakistani approach towards the
Tashkent Declaration., However, in accordance with her policy of
trying to avail of whatever opportunity might arise to try to improve

‘relations with Pakistan, India took the Pakistani position at its

face value and the Indian High Commissioner was immediately
authorised to take soundings to determine the level and basis of any
further talks.

3. It would clearly serve the purpose of neither country and

could in fact lead to a worsening of relations, if another meeting
were to repeat the deadlock of Rawalpindi, India has been prepared to
have another meeting as long as there are no pre-conditions; no issue
is excluded as India would be prepared to discuss whatever issues
Pakistan might raise but lack of progress on one issue should not be
made an excuse for not making progress on other issues., If Pakistan were
to adhere to its stand at Rawalpindi that there can be no settlement
of any question unless there is visible sign of progress towards a
Kashmir settlement, another meeting would be no more fruitful than

the last. The Pakistanis have indicated that they consider a suwumit
meeting should be kept in reserve until its success has been prepared
at other levels, India is inclined to agree with this view but

feels that the same arguement applies to the Minister's meeting which
Pakistan prefers, In order to ensure that a Ministerial meeting does
produce results, India is of the view that an officials' level meeting
should be held first to prepare the way for a Ministerial meeting.

The Indian High Commissioner was authorised to inform the Pakistan
Foreign Secretary on July 6th that the Government of India would
welcome a meeting with Pakistan in accordance with the Tashkent
Declaration, The High Commissioner also told the Pakistan Foreign
Secretary that to ensure that the meeting would be fruitful there
should be a meeting at officials! level which would prepare the ground
for a subsequent Ministerial meeting. The Pakistanis were invited

to send their officials to New Delhi on any date that might be
convenient, .

4Le In their reply broadcast on July 22 and received in Delhi the
following day, Pakistan sought confirmation that there would be
"meaningful® negotiations leading to a settlement of all disputes and
differences, in particular the Jemmu and Fashmir dispute. They also
attached "very great importance to a reduction of the armed forces™,
and agreed to send a delegatidn to New Delhi on this understanding
and subject to agreement on the level of meeting.
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5. On August 4th, the Government of India authorised the High
Commissioner in Islamabad to inform the Pakistan Government that their
reply amounted to attachment of preconditions, which was unwarranted.
India had already made it clear that any issue could be discussed,

and discussed in all seriousness; shé therefore hoped that Pakistan
would approach the Indian proposal in the same spirit of benefitting the
peoples of the two countries in which it was made.

. 6. On August 331st, Pakistan's Foreign Secretary gave our Acting

High “ommissioner a note, which was published by Pakistan the next

day, again seeking further assurances and also bringing in propagandist
references to other matters. The note considered statements by

Indian leaders on Kashmir as being contrary to our expression of
willingness to have "meaningful" talks on all issues, adding that
statements that Kashmir was not negotiable and accession was final

and irrevocable appeared to foreclose any possibidity of meaningful
dialogue. '

7. In a reply dated September 10th, India categorically refuted the
Pakistani charges about propaganda and about deployment of forces.
The Indian mote pointed out that the Indian statements regarding
Kashmir were no more than a reiteration of India's basic position

and that since Pakistani Readers had been constantly repeating
Pakistan's basic position on Kashmir without India letting these

come in the way of a further meeting, there is no reason why Pakistan
should meke a grievance of the Indian statements,

8. In an oral response to this note, our High Commissioner was
informed by the Pakistan Foreign Secretary on September 22nd that
unless Pakistan found a change in the Indian approach to the ' '
Kashmir question, a meeting as proposed by India might worsen
relations., Radio Pakistan enmnounced immediately afterwards that
"Pakistan has told India that no useful purpose will be served by
continuing exchanges on holding Indo=Pekistan meeting at official
level without change of heart on India's part towards Kashmir
dispute." '

9. Pakistan thus closed the door on the possibilities of any
meeting., As though in anticipation of such an end to the exchanges
begun in May, the Pakistani Foreign Minister had already started to
raise the Kashmir issue in international forums by referring to it
at the Commonwealth Pripe Minister's Conference in London on
September 6 to 15, Our Yoreign Minister had to intervene firmly to
point out that bilateral issues could not be raised at Commonwealth
Conferences without the consent of both sides. Since this position
was accepted by all other members, Pakistan had to acquiesce in it
in London but Mr, Pirzada reverted to the attack in the U,N., General
Assembly on Sgptember 29th, accusing Irdia of refusing to hold a
purposeful dialogue with Pakistan for the settlement of outstanding
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disputes including Kashmir. He alleged that India had been defying
the U.N, by rejecting all possibilities of a peaceful setilement of
the Kashmir dispute and denying the people of Kashmir the right

to decide their own future, India had thus prevented the fulfilment
of the hopes raised by Tashkent Declaration on the March Rawalpindl
meeting that the Kashmir issue would Le settled. In an immediate
rejoinder, our Foreign Minister repudiated the Paldstani allegation
and also corrected the misrepresentations regarding the sigmificance
of the Tashkent Declaration end of the Rawalpirdi meeting.
Reiterating Indials desire for an improvement of relations in
accordance with the Tashkent Declaration, he’/pointed out that if
Pakistan insisted on pre-conditions regarding Kashmir, India would .
be entitled to make her own pre-conditions, such as requiring Pekistanls
withdrawal from the Ipdien territory in Kashmir, which she illegally
occupied. It was, therefore, better for the two sides to meet
without pre-conditions. Mr. Pirzada again sought to dismiss the Indian
view as an attempt to confuse the issue which, according to him,

was the right of self-determination of the people of Kashmir, In a
brief final rejoinder, our Foreign Minister said that the Pakistani
performance made it clear that they were going through an exercise
when what was called for was a serious effort to settle issues

by bilateral talks.
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TForeigm Minister Swaran Singh
made the appeal directly to Paki.
stan IForeign Minister Sharifuddin
Pirzada after- the two men had
spoken during the General Assem-
bly world affairs debate.

The following is the text of the
statement' made by Mr, Swaran
Singh exercising his right of reply
to the statement of the Forelgn
Minister of Pakistan:

“The Foreign Minister of Paki-

_stan has today referred to India
in abusive but familiar terms. Like -
- other representatives of Pakistan

who have exploited—indeed mis-
used—this august forum, he has
offered to the distinguished dele-
gates assembled here a mixture of
half truths and fantasies.

"Tashkent Declaration Ignoréd

“What is painful is that in the
process of hurling abuse against
India the Foreign Minister of Paki-
stan has completely ignored that
provision of the Tashkent Declara-
tion which stated the specific.
agreement of the two sides that
they will ‘discourage any propa-
ganda directed against -the other
country and will encourage propa-
ganda which promotes develop-

- ment of friendly relations between

the two countries.’ :
“Among other things, India has

" been branded an aggressor and

India has been compared to South
Africa. The fact of India’s defen-

‘'sive action in September last year
‘has been presented by the Foreign

Minister of Pakistan to this Asg-
sembly as aggression. The fact of
Pakistan’s aggression on the In-.

‘dian State of Jammu and Kashmir
twice within the last nineteen years

has been conveniently ignored and

Ctalks “in right earnest” to settle their differences.

Indian Union. This is the posi-
“tion on which India takes its
stand and will continue to do so.
The people of Jammu and Kash-
mir together with their fellow
citizens in other parts of India
are architects of tha largest
democratic state in the world, a
- state rooted in popular will ex-
pressed through freely chosen
_institutions and periodic general
elections based on adult fran-
" chise, There is mno better way
of giving reality to the freedom
of a people.
¢ “The fact that India is prepnred
to discuss all differences with Paki-
stan in accordance with the letter

_and spirit of the Tashkent Declara-

tion and to settle those differences
by peaceful means in a spirit of
good neighborly relations does not
mean and cannot mean that India
must’ give up its stand in' regard
to the status of the Indian state
of Jammu and Kashmir. If each
side were to insist on precondition
would we not be entitled to say
to Pakistan that it must first not
only give up its point of view
Kashmir but also, as a prior con-
dition for talks, vacate the two-
fifths of Indian territory in' Jammu
and Kashmir that it illegally occu-
pied and still occupics?

“Mr., President, in our reading
of ‘the letter of the Tashkent Dec-
laration 'and in our appreciation of
its spirit ‘what is required to be
done by the leaders of the two
countries is that they must sit
down and settle all their differ-
ences . without = conditioning the
seltlement of one dispute .on the
settlement of another., .

“It is necessary to recall that at

Lk s

the time of signing the Tashkent
Declaration ‘each of the sides. sot }
forth its vrespective position' on |
Jammu and Kashmir and this fact i
is mentioned in article (1) of the i
Declaration. Recognizing this ab-
sence of reconciliation of the re-
spective -viewpoints on Jammu and
Kashmir, India and Pakistan agreed
to take several steps mentioned in %
articles (2) to (9) of the Tashkent {
Declaration. )

“Article (9) has special signifi-
cance in the present contest: “The
Prime Minister of India and the
President of Pakistan have agreed ¢
that the sides will continue meet-
ings both at the highest and at
other levels on matters of direct
concern to both countries. Both
sides have recognized the need to
set up joint Indian-Pakistani bodies
which will report to their Govern- |
ments in order to decide what fur-
ther steps should be taken.'

“Mr, President, the effort of
Pakistan to refuse to implement
this article and to make it contin-
gent on what Pakistan chooses to .
describe as ‘meaningful talks’ on
Jammu and Kashmir is contrary
to the provisions of the Tashkent
Declaration. :

e

Ministerial Meeting

“The sccond point which I wish
to clarify, Mr. President, relates ‘
to the ministerial meceting between : i
India' and Pakistan in March of :
this year. The Foreign Minister | U
of Pakistan has made refercnce to | '
the communique issued after that |
mecting. The operative part of the ‘
communique is that the two parties

'w111 meet again and discuss alll

, (See TALKS, p. 5, col. 1)

kept back from'this Assembly..
“Now, Mr. President, I prefer to

‘be constructive, I prefer not to

violate the Tashkent Declaration,
As far as record is concerned, the
same charges had been made time
and again and refuted by the dele-
gation of India on every occasion.
I am not going to take time of
this Assembly by once again cov-
ering the whole ground. There are
two points, however, which need to

:“be brought to the attentxon of this

Assembly.
A Conshtuent State

Foreign Minister of -Pakistan has
taken exception to the reiteration
by the leaders of India of the
Indian stand that the State of
Jammu and Kashmir is. a constitu-
ent state of India. This position
of India has been stated by the
Indian delegation on jnnumerablo
occasions both in this Assembly as
well a8 in the Security Council,
‘While participating in the general
debate last year I mysclf stated
and I quotle:
‘It i, therefore, neccﬂﬂury for
'me to make my‘ Government's
position clear beyond any shad-

~ .- aw of doubl. Leaally. conatitu- |

it ia amazing that the ,'

——
e s b e
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. that regardless of differences De-
. ;tween the two countries, indeed be-
" cause of those very differences, the -

o ‘Tashkent Declaration—that is, res-

;' Mmeans, . Lil

their differences.

. cussion held in March. This is so

_ delegation of India to that minis-

FR A b e 0 bt bbb st b bt 4,

stober 14, 1966

i
AT A ' |
‘A\(\J_ ' {

{Contd. from p. 1, col. 3) ‘[
In spite of In-
dia's best efforts to siart thesey
taiks the intrasigence of Pakistan|
has not made it possible for a
further .meeting (to be held) as]

contemplated. in the commaunique!

. issued after the Rnwulpindi talks !

~in March thisg year.

“The Foreign Minister of Paki-|
stan did not—perhaps he could not
—refer to the substance of the dis-

perhaps because he was not pres-
ent at the talks. Since I led the

. terial meeting I can speak with
some authority and assurance in
regard to the attitude taken by In-
‘dia then—an attitude which re-

mains the same today. It is .this:

most important provision of the

toration of normal relations be-
“'tween the two countries—must be
~brought about by all possxble

W " Kl

“As we in India see it, M?l
President, the way to settlement
of all differences is not to put
conditions towards the conclu-

"R

“sion of an agreement on all

. problems at one and' the same] «

time. What Pakistan desired in
- March this year was that even
_-though the two countries might
* arrive at an sagreement on a

' specific issue between the two
countries, that agreement could |
: not be implemented as long as ’

there was no settlement of the
question of Kashmn‘. -

LR T B . B

v
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" Unfounded Thesis

interested, to study the. document.

tion to support the thesis of Paki-
" stan that restoration .of mnormal
o relations between the two coun-
: " tries—in other words, settlement

countries—could not come about

{
i
4
}
‘\ i of differénces between the two
i
1

" unless there was first an agree- -

‘ment of the question of Kashmir.
“Mr. President, as recently as

stan to hold discussions on all
- outstanding issues between the two
y "~ countries without any precondi-.
. tions. To our deep regret and I
) "' believe to the deep regret of this
’ Assembly, Pakistan has once again
rejected our offer. Today the For-
eign Minister,of Pakistan has come
.. .to this Assembly and complained
"+ 7. that India is not prepared to im-
] plement the Tashkent Declaration.

. 4; 3 last month we have offered to Paki-
‘ .
‘ ‘

! “Mr. President, on behalf of
3 ; India, I would like to reiterate
f "+ that India continues to adhere
l ", to the Tashkent Declaration in
|  letter and in spirit and is ever
| ready to start talks for settling
i . all differences between India and
‘ "Pakistan by peaceful means.in a
: ' spirit of good neighborly rela-’
tions and with a view to revers-.
ing the deteriorating trend of
relationship between the two
. countries I make this offer here
and now to the Foreign Minister '
o of Pakistan: Let us sit down and
i - discuss ways and means of im-
( ' P plementing all provisions of the
; : Tashkent Declaration.

(e g

! : “Mr. President, before I con-
.. clude I would like to quote from a
v i . statement made by the Prime Min-
[ _ister of India to the Afro-Asian
- group here on April 1, 1966. She
' .I .'smd and I quote: Fo
' " should bé¢ peaceful coexistence
" among the great Powers of the
" world. We should also set an
" example and coexist peacefully
among ourselves. The essentials
for peaceful coexistence are de-
terminatidn not to use force and

€

' ) Y
]

-~
S,

“Now, Mr., President, the Tash- (1
kent Deelavation has been regis-3w
tered with the United Nations, its
copics are available to all delega-"
tions and I invite all those who are’

s . . L
‘ There is no basis in that Declara-

‘It is not enough that there Singh said:

the floor.
said in very categorical terms that
India is prepared to enter into
discussions without any precondi-
tions and that in such discussions

not to intervene in each qther'a : (See ASSEMBLY, p. 6, col. 5)

3
{

N ' :
o
. L . . . AR ol
Wl g e : - ' C o
A }m . C i . .
i . v . . '
b . . ,
‘ ! -
] B N

i t .

- ' affairs and a desire to settle all ’ o e
disputes by peaceful means. R . o S

‘It is in this spirit that India . v
less than three months ago L s
signed the Tashkent Declaration , ." .
with Pakistan in which the two . L e
countries reaffirmed their obliga- """"’"m“m@'w‘
tions under the Charter not to |,
use force but to settle their dis- ;L )
putes through peaceful means. | B P
The Tashkent Declaration pro- ! h : . . ' '
 vides India and Pakistan with a | e

AR ‘limlﬁltrar;vhlm*ﬁl.ﬁ"
’ i T o

v

new framework in which to re-| . ‘ T
store normal and peaceful rela- ) : Co ‘ '
tions between the two countries
- and to promote .understanding '

and friendly relations between

the two peoples.

‘Underlying the concept of the
Declaration was the deep convic-
tion that peaceful relations be--
tween India and Pakistan are'
vital for the maintenance of:
their political independence and”

. achievement of their economic
~and social development,

If all:
provisions of the Declaration are

"implemented faithfully in letter ,
and spirit an ‘atmosphere will be . C
created in which all differences ' N : '

. between the two countries can

be settled peacefully. ' . - o

“Political problems with emo- '
tional overtones—and there are

- strong emotions on both sides in

this problem—cannot be solved
unless the peoples of both coun-:
tries appreciate the vital neces-
sity of peaceful and {friendly
relations between them’”

’

No Substitute For Direct. Tn_lks

Taking the floor hgain to anawer
some points raised by the Fakistani’

reign Minister, Mr, - Swaran '

‘I must apologize for asting for'
I thought thatt I had

P
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(Contd. from p. 5, col. 2)

i-each side will be fully justified in

; raising any point. I said also that

I India would be prepared to discuss

} any matter raised by the Pakistan

' delegation, just as the latter should

{ e prepared. to discuss any matter
"} raised by India.
‘ “The fact that the Foreign Min-
(.ister of Pakistan could anticipate
{-what I would say and therefore
; came with a prepared text to reply

to it only shows that we are going
through this exercise lmowmg each
.other’s point of view and trying to -
meet it by statements and counter-
‘statements. .

“I do not wish to delay the As-
gembly by taking any more time.
I make this appeal to the Foreign
1 Minister of Pakistan: Let us begin

-talks in right earnest, and not just
j-continue to exchange diplomatic
I notes or statements and counter-
; .statements . on ‘the floor of the
; General Asembly.-

i +{- - “There is no substitute for di- '
; ‘ ‘rect talks and no substitute for
xb - trying to understand each other’s
} ' ‘point of view. Let us devote our-
* . selves to improving relations
. between our two countries.. It is
.:enly by adopting that attitude

‘people of Pakistan ean’ live in
,;'_- peace and friendship and good
b nexghhor]y relutmns, an objective
.. which is very dear to us and I
..".,hope dear to Pakistan.”; .

f

:*- ,+ . that the people of India and the
P
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Pakas?an Rejects India's Proposal For* PR TR
" v ..’I' ; .

P Reducwon in Arms Expendnure ol
{ On February 25, Mr, M. Cip = i L ’
.Chagla, Minister for External Af-' S e P P
fairs wrote to Mr, Sharifuddin S Ny - LU
Pirzada, Forcign Minister of Paki- L a ' g’ﬁ- "1" ' P Ql é7 RN L ."'
.'stan stating that “the Government. o
of India consider that an earnest’

effort should be made by the two _ *

countries to reach an agreement . . . ' E R S

aimed at bringing about reduction, - i s . '

in the expenditure on arms in both' C e e .

countries.” e N o
Following is the text of Mr. L

Chagla’s letter to Pakistan's For- ' % ' Lo T e

~eign Minister: T Co s
We have scen the text of His, ' - S e e T . .

Eaccllency .[’rcazdent Ayub Khan's: Lo ( Lo ( R ' M

.8peech at the Pakistan Institute' 7 ) . " . S e PRI
for International Afairs on Janu- ' . " o S : Lo DR
. -ary 28 in which the President,if I' "W . ;
< .may respectfully say so, apokc elowt 7t T e :
" quently on the medd for diverting'. B Do
o to the task of incrcasing the pro-- . . .. h B l"l
duction of food and necessitics o/ KT L W N
life, the resourccs that arc at pres-. IS oo AT S
ent being wsed by both [ndin and ' _ R SR Ve o
Pakistan on arms and armament,’ Lo o . .
i Agrecing with the scntiments ofi- . = .. 7 U EURERNE T
| His Excellency the President, the' '~ . . - - .« 50 N
Government of India consider that - I ' v
an earnest effort should be.madeg . . Tt
by the two countrice to wreach| . . T o Lo tedote
agreoment aimed at bringing ab'outf B » e
‘reduction in the caxpenditure om.'- | -
{arma in both the couytries They' *
. Buggeat a mecting at#’évcl of oﬂl.- 0 P . S
. cials to discuss tlue tmportanc e T .
'queatw‘n. R . ’ B SR I L y . L SRR I .

e e
y - . J—

By i Aceept E:cccllency the uauranca-; B T L :'{ -.‘. AR
of my highest considerationsM. C.:.. .+ = - T 1 .t
' Chagla. e T ' o

. Pirzada’s Reply

1. Mr fﬁlrifu'ddin Pirzada, Paki- ! : _ e
© stan’s Joreign Minister vefused to ~ ", T
accept Mr. Chagla’s suggestion in., . ... « =
his -reply of April 7. Following is S Co .

- tho text of Mr. Pirzadn’s letter to ' - : '
Mr. Chayln: Coa T .

I thank you for your lettor dated ¢+ . o Ty S .

- February 26, 1067 which was hand-~ - -~ - e o

. ed to me by your High Commig- | o - . .o oo
" sioner in Pakistan, His Ewxcellency Lo e : N A o

. Samarendra Sen. o e S ; :

i - We have given carcful thought { o o
to your propozal for a meccting of S . o
officials to discuss the siubject of | O T Ce s S :
reciprocal arme  limitation, Wo i' T : Coe ; .

"% have also had occasion to discuss: DR S R 3

“awith your High Commissioner the !+~ .. .0 0" E S
. general question of rclations be- ‘ Ce e R o . .

[ tween onr two countrics, Ha has ?‘ R )

o0 no  doubt conveyed to you our: .. RN P
" thinking on thesc subjects. S C :
- You are aware of our view that! -~ . - T
. the question of armas limitation can o s
! be realistically tackied if an effort |

i 18 made simultancously to ncgoti-/ .
3 ate a.acttlement of the Jammu and -0 : . .
‘ Kashmir disputc which has been, '~~~ SRR B

and-remaing the cause of continu-- 7 7 oo TETLT e e e
cing All-will and temsion betweenti ..o o o e 000 :

. Pakistan and India. It continucs to > @ - .- R

TV be our view that any approach: U0 Lo Do

i which {ignores the mnccossity of, R ' P . T
reaching a lasting scttlomont o/ i o . S S
this basic dispute betwcen our two| -H:_“ Co R S
! countries would be unraahatw. Gy RIS N s

i
‘L :
i

. e P S S et . . : N TR . o
. N

D e B LT e e et A S A 3N i e
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The Government of Pakistan.
have regretted the fact that the
caitions optimism expressed on
this question in the communique;

. we fointly issued at the conclusion’

. of the Rawalpindi Conference last:

year was belicd by subscquent de-.
velopments. I mual algo express.

Dy disappointment at the fact that

, the discussions held in last year, - B T :
- o between our two governments at' . T U S N -
" various lcvels have mot led to a - R ' C
- break in the deadlock. I ean assure. - ... - L. o et T
Cryou that we remain ready mever-: e ot
- thelcas to enter into negotiations: o - 7 .0 A _ -
with your government for the set- S AR .
. tlement of the Jammu and Kash-- - T e Do
< mir dispute and on other matters X L S
tincluding the question of bringing’
down the strength of forces on
 both sides to reasonable levels, [
. have asked our High Commissioner | -
at Delhil to take up the thread. ~* - . "V
" where it was left. If you consider L
o that more detailed discussions can! -, s
£ 7 now be held on these matters, we! e
. shall be willing to depute ‘other. . = |
officials to assist him in these talks.: .- '\ .
Yours sincerely, Syed Shamfuddm '
' Pirzada, )
Talks Can Proceed . L . .
India still thinks that talks with. = -~ 0.« oo . LT
: Pakistan on mutual arms reduction: " . DA S
: can proceed without being linked ™ Cig e R e
"+ to any other question, 'an official i R RN
© - spokesman said in New Delhi on: - =~ . ... % oo
. April 28. . . B U I S S
The spokesman made this state- ' B I
" ment while releasing the corre-: - T ST ‘ :
- 'spondence exchanged between Ex-' . 0 ol T
ternal Affairs Minister M. C.._'». R P T NI
. Chagla and.the Pakistan Forelgn. I A ‘
* Minister S. S. Pirzada. e ‘
The spokesman said it was In- T e . .
© dia’s view that talks on mutual . S TN : EETEEE »
" arms cut might lead to the relaxa- P S o
/. tion of tension and creation of bet-: . . . RN S
' ter atmosphere in which other ques-; . e o
. i-tions including Kashmir could be. - _
" discussed. L
. “Any conditional approach will o
" not be in our mutual intercst,” he T o o .
- added. o o e
‘" The official spokesman regretted ' T e :
" that the Pakistan Government had BN o ' : ' : .
* released the correspondence with-. o
;out prior consultations with the.
Government of Indig. He said Mr.: ..~ ] o
. Chagla had not yet roplied to the - ' ) - S St . :
g i letter of Pirzada and *I do not . N e RN
lmow whether a reply is called for.” . T ) o
Commenting on a Pakistanij =~ BT
. press rcport that the ball was now | = A R
' in India's court, the spokesman saidf. .~ R o .
. %I think they have played the ball ; | = - | ; L o
'., out of court, Paokistan’s reply is‘ ‘ R
; tantamount to a re;cctlon of thq : Yo Lo
)Ihdiun propoan A : . o : ‘ -

.

l
- ' | . .

f
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Extracts from an informal Note of 1966

/

/

’ The Government of India have already made clear in their
proposal that each side will be free to'raise any issue. The
Government of Pakistan have their own views on Kashmir and
other matters; so have the Government of India. The tashkent
Declaration calls for progress ig various fields of Indo=-
Pakistan relations without progress on anf'matter being made
a pre-condition for progress on énother. It is the task of -
both Governments to strive sincerely for reconciling "
differences and for expanding the areas of agreement, and to
persevere in efforts towards the peaceful resolutidn of their

differences. This objective can best be achieved by discussions

without prior commitments or assurences from either side.

il Nt
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| o ' ' : September 23,1966 "
T -'INDIA INVITES PAKISTAN TO DISCUSS 'ALL DIFFERENCES

Cool o winTHour PREJUNICE 70" EITRER SIDE'S'POLIT OF VIDN

4t

S Indla has invitwd Pakistan to send a delegation of
" ‘officials to New Delhi for talks on all differences between
" the two countries "without pregudlceto either s;de“sp01nt
- of view."

. In a note dated September 10 the Government of India
' said it had asked India's High Commissioner (Ambassador) in W
' Pakistan to discuss a mutually convenient date. " ’ o

: The note made it clear that Pakistan could not
.. 'expect a prior assurance in respect of any questiona that’
- 'might be discussed at the proposed meeting.
' : The Indian note is the latest in a series of exchan-
. .,.ges between the two countries in a bid to call a me:ting of
- 'officials to discuss the implementstion of the Tashient cecle-
-ration. '

~;V ""‘. Following is the text of the Government of Indju 3
communic&tion“of September 10 to the Palkistan Government:

o "The Government of India have seen the conpwnica= Lo
~'tion handed over to -thelr Acting High Commissioner by the : e
.+ " Pakistan Government on August 31l. They rogret to note that
" while these exchanges between the two Governments so far
"v,'3have been- concarned entlrely with the question of another

L v
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- 1meeting between them'under the Tashkent declaration, the
... Pakistan Government in their latest note have gone into a
" variety of extraneous matters and have thought fit +to

. tion on Jammu and Kashmir and on ‘other matters. The Govern-
- ment of India must point out that such an attitude on part
- of the Pakistan Government is hardly reasonable. It is
.- obvious that any agreement for discussion oy negotiation
. between sovereign states must be without prejudice to their
- respective points of view. The Government of India are not
- asking the Pakistan Government for any prior assurance in

~ leaders, and have dwelt on these in their latest note. The

make accusations against the Government of India which are

““neither justified in,fact nor in consonance with the spirit
".. .of the proposals made by the Government of India.

.Télks Must Be Serious, Purposeful

7t was made clear in the Government of Irdia's

L notes of July 6 and August 6 that at the proposed meeting
. each side will be free to raise any 'issue. It would, as
.~ already pointed out in the note of August 6, be the fask
" of both Governments to strive sincerely for reconciling the
..~ differences and for expanding areas of agreement. The note
" . -added that in the view of the Government of India this gould
i]be achieved .by discussion without prior commitments or

assurances from eilther side and furthermore, any talks betw=-- -

. een India and Pakistan must be serious and purposeful. The’
»"Government of India repeat that once the two delegations
-meet 1t would be open to either side to raise any question,

and the discussions must be held with seriousness beflttlng
all dlscu551ons between India and Paklstan.

"It is not understood why, when the Government

.;;j‘of India%s position has been repeatedly set out orally and
.~ in writing, the Pakistan Government should persist in their.
- demand for clarifications on points which ‘have already been

- made clear. The Government of India find it difficult to
avoid the conclusion that the Pakistad]Government desire to

secure from them a commitment that they give up their posi

respect of any of the questions that might be discussed

 between the two countries at the proposed meeting. There
R is equally no reason why the Pakistan Government should
expect the Government of India to give such assurances.

o India's Erneat Desire

: " "The Pakistan Government have made a grievance of -
some public statements reported to have been made by Indian

. ! . N .
 " S e o _ . .es 3
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'

~ Government of India regret that the latest communication of -
-the Pakistan Government cites some Indian' statements out of

the context. The Government of India would have liked the :
Pakistan Government to take note of and appreciate the repe-

+ " ated statements by the leaders of the Government of India
- ‘reiterating their earnest desire for development of friendly

and good neighbourly relations between India“and Paldstan.

" " For example the Prime Minister of India at her May 20 Press

Conference, in her broadcast of July 7, in her message to

' the President of Pakistan while overflying Pakistan on July
.17, on August 15 at the shrine of Khwaja Nizamuddin Aula, and
~.on August 18 in a press interview earnestly expressed India's
desire for improvement of relations between the two countries.

Indeed the President of India and the Prime Minister and

‘,other members of the Government of India have repeatedly aff-
- irmed the determination of India to carry out the Tashkent
: declaratlon inletter and in spirit. ,

"The Pakistan Government seem to take the view that

‘f:any reiterationby India of its position on any question is an.
;- .obstacle to another meeting under the Tashkent declaration.’
. On their part, the Government of India do not feel that any
' useful purpose would be served or that it is relevant in conn~ .
-ection with holding of the proposed meeting to quote the nume-

"'3 ..rous statements by Pakistani leaders rot only reiterating

T, . . . .
AL e Cooodd

.,-Pakistani atand on many questions, including that on Jammu and
- Kashmir, but doing so in a manner which is at once provocative . .

and contrary to the spirit of the Tashkent declaration. Among

-~ the more recent of these statements are some by the Foreign
-~ Minister of Pakistan'which go so far as to assert that Kashmir
-/ belongs to Pakistan. He stated in Karachi on July 24 that the

" letter YK' in *Pakistan' stood for Kashmir; and on July 28
.. ‘that Pakistan and Kashmir were bound by unbreakable ties. 'On

July 24 Pakistan Foreign Minister even threatened further

~ ‘conflict between the two countries in defiance of the categorical
" affirmation in the Tashkent declaration that the two Governments
_-,will réaoIVe their dlfference by peaceful means e

’thle the Government of India naturally regret puch "

statements they have not let these. come.in the way of their

‘efforts to bring about an improvetns snt e relations or regarding
" them as an obstacle to a meetlng bctween the' two Governmentse.
- By parity of reaconing there is rio reason why, when a member
© . of the Government of India reiterates India's wellknown position
that Kashmir is an integral pert of India whose sovereignty is

. [
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" not nebotlable, the Pakistan Government should make a grlev-
5»,ance of 1t. , :

. Baseless Allegation

"Among the extraneous and contentious points now
. . introduced by the Pakistan Government, into these exchanges -
. .7 is the allegation that India has violated the Tashkent
W . . declaration by unleashing a propaganda campaign against
« - Pakistane This allegation is baseless. On the contrary,

* . “much harm has been done to0 the purposes of the Tashkent de-
.7 .- claration by vilification of India by Palistani leaders and
%, by the Pakistan press and radio, to which the chernment of
' =“'Ind1a have repeatedly drawn attentlon.

"TfAntlﬁIndlan Propaganda

.fﬁ;/ - "Unfortunatal{ India's representations have had no
}‘ﬂ” effects The latest in the campaign against India is the wh-
i 0lly unfounded propaganda unleashed by Pakistan to the effect

_ 1,"f,whlch has been accepted by the international community Pakls-
"Aff'jw jtan perslsts in such false propaganda.

el "The Pakistan note of August 31 also alleges that
. . in a conversation between the Secretary in the Ministry of
.. External Affairs and Pakistan High Commissioner in India the
. Former held out a Sthreat to renew hostilities against
‘.. Pakistan's There is no basis whatsoever for this gross mis-
.~ representation of the discussion between these two officialse.
.~ ~" The Secretary in the Ministry of External Affairs did no more
.. .: than point out the seriousness of Pakistani military build '
"~ ! . up, the dangers thereof and the obligations of the Government
.+ of India to defend Indla's territorial integrity agalnst any
.| aggression.

"The Government of India are somewhat puzzled at
the induction in Pakistan Government's note of wholly unre-
lated matter of diplomatic exchanges between the two Govern-
ments on Paldstani troop movements in the vicinity of the '
international frcntler with India. They note that two weeks
after reports o Pakistan's military preparations were brought
“to the attention of the Pakistan Zovernment, the latter have
. made allegations of military preparations and threat from the
. " 'Indian side. The official spokesman of the Government of
.- India has already denied these allegations. As the Pakistan
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;. that India was. planning to be a nuclear weapons power and is -
.+ to0 'undertake a nuclear explosion. .In spite of India's denial ‘
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Government are éware the Government of India have, with a view " i
to ensuring tranquility along the border between India and

" Ppakistan, proposed a meetirg of the Chiefs of Army Staffs of

the two countries. The Palistan Govermment will, it is hopcd
agree that, in the spirit of the Tashkeit declaration snd in

accordance with the subseqguent agreenent between the Chizf of
Indian Army Staff and the Commandcr-:n-Ca:uA of Pakishsn Army,
reports of such movements ehould be discussed . betwecn -than

‘with a view to easing of tension crezted by such repocts.

-V obligations Under Tashkent Declaration‘ﬁﬁ‘h

"It was with the object of reversing the unfcrturacve
trends in the relations between the. two countrLeu and to give

.. them a new’direction that the Govermment of India had proposed -
= the officials? level meeting with Fakistan. Both Governments

have solemnly subscribed to the Tashkent declaration; both

have affirmed their adherence to and their desire to implement the
‘;_,declaration; both have already taker certain steps to carry

out measures envisaged in the declaration. The Government of
' India have no other desire than to proceed in cooperation with
" the Pakistan Government to take further measures along lines
whlch both have set out in the decla:atlon.

"The Government of India have repeatedly informed
the Pakistan Government, and do so again, that they are willing .
to discuss all issues, with a sincere desire to find solutions
- for them, and without preconditions. The qnestion of seeking
 further assurances in this regard should therefore not arise

 at all. R ~

"The Government of India interpret Paragraph 8 of
Paklstan Government's note as containing agreement to the pro-
‘posal for a meeting at which all disputes and differences
between the two countries including the question of normalisa-
tion of relations, could be raised and discussed with a view

;. to reaching solutions, and that such discussions or negotiations

~would be without prejudice to either side's point of view. If
this is a correct interpretation of the Pakistan Government's
p031tion, the Government of India would be glad to receive a
.delegation of officials from Pakistan in Delhi. They have asked
theiertlng High Commissioner to discuss a mutuvally oonvenient
dﬂte o" .
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Chronology of attempts to have Indo=-Pakistan
meeting under Tashkent Declaration.

On January 28, 1966, India proposed that an Indo-Pakistan
inter-Ministerial meeting be held to consider further steps '
towards the implementation of the Tashkent Declaration. We said

. we would in particular like to discuss the restoration of trade

and economic relations and communications (envisaged in Article VI)

and the return of properties (in accordance with Article VIII),

but other issues were not excluded; indeed, India sent a very large

and high-powered delegation (including 3 Ministers and 5 Secretaries
prepared to discuss several other measures which could help improve
relations, including such matters as the uses of the eastern waters

and movement of refugees in which Pakistan had said she was
particularly interested, Pakistan's immediate response was to

publish on February 3rd an agenda so contentious in substance and
provocative in language as to prejudice seriously the outcome of any
meeting., To avoid a breakdown, the Indian High Commissioner @as
instructed to seek President Ayub's intervention, and it was eventually
agreed thgt the two sides meet without agenda, each side being free

to raise any issue it wished., However, when the meeting took place

in Rawalpirdi on March 1lst and 2nd, Pekistan took the stand that unless
there was progress towards a Kashmir settlement, there could be no
settlement of any other issue. The Indian officials pointed out

that the Heads of Governments had discussed Kashmir only a few weeks
earlier without bteing able to agree, and it was unrealistic to expect
officials to succeed where the Heads of Governments had been

obliged to agree to disagree. Discussions on Kashmir were mnot N
ruled out by India, as Pakistan has been alleging; it was made clear .|
to the Pakistanis that if they wished to discuss Kashmir, the Indian
Ministers were available to their Ministers in Rawalpindi, but

meanwhile the officials should try and settle other problems, The
Pakistanis, however, insisted that visible progress towards a Kashmir
settlement was an easential pre-~condition to the settlement of other
issues, In a meeting restricted to the Ministers and Foreign
Secretaries of the two sides, the Pakistanis even suggested that if
India preferred to work for agreements on other matters, these could

be attempted but if reached would not be implemented until the

Kashmir issue was settled. India, therefore, suggested that the two
sides might meet again, and this was agreed to in a Joint communique

in which India also agreed to incorporate a reference to the

importance which the Pekistanis attached to the Kashmir issue.

2. Despite the deadlock at the Rawalpindi meeting, India expressed
her readiness to meet again with Pakistan if another meeting could
lead to progress., The Prime Minister's statement on May 12 that
India was willing to have a meeting with Pakistan at any level that
could meke for progress under the Tashkent Declaration was a



reiteration of India's persistent stand but Pakistan chose to use it

as an occasion for appearing to be once again interested in
implementing the Declaration, On May 28th, the Pakistan Foreign
Secretary told the Acting Indian High Commissioner that his Government
had been considering how to try and improve relations with Indiaj;

that they had been distressed by India's "bellicose" attitude but were
glad to find a new attitude as revealed in the Prime Minister's ‘
statement on May 12th., It was an after-thought on the Pakistani side |
to use the statements of the two Heads of Governments as a peg on 3
which to hang their new feelers, the real motives of which lay rather
in external pressures than in any new Pakistani approach towards the
Tashkent Declaration. However, in accordance with her policy of

trying to avail of whatever opportunity might arise to try to improve

-relations with Pakistan, India took the Pakistani position at its ‘

face value and the Indian High Commissioner was immediately
authorised to take soundings to determine the level and basis of any
further talks,

3. It would clearly serve the purpose of neither country and

could in fact lead to a worsening of relations, if another meeting
were to repeat the deadlock of Rawalpindi., India has been prepared to
have another meeting as long as there are no pre-conditions; no issue
is excluded as India would be prepared to discuss whatever issues
Pakistan might raise but lack of progress on one issue should not be
made an excuse for not making progress on other issues., If Pakistan were
to achere to its stand at Rawalpindi that there can be no settlement
of any question unless there is visible sign of progress towards a
Kashmir settlement, another meeting would be no more fruitful than

the last, The Paklstanls have indicated that they consider a summit
meeting should be kept in reserve until its success has been prepared
at other levels, India is inclined to agree with this view but

feels that the same arguement applies to the Minister's meeting which
Pakistan prefers. In order to ensure that a Ministerial meeting does

‘produce results, India is of the view that an officials' level meeting

should be held first to prepare the way for a Ministerial meeting.

The Indian High Commissioner was authorised to inform the Pakistan
Foreign Secretary on July 6th that the Govermment of India would
welcome a meeting with Pakistan in accordance with the Tashkent
Declaration, The High Commissioner also told the Pakistan Foreign
Secretary that to ensure that the meeting would be fruitful there -
should be a meeting at officials' level which would prepare the ground
for a subsequent Ministerial meeting. The Pakistanis were invited '
to send their officials to New Delhi on any date that might be
convenient,

4. In their reply broadcast on July 22 and received in Delhi the
following day, Pakistan sought confirmation that there would be
"meaningful® negotiations leading to a seittlement of all disputes and
differences, in particular the Jammu and Kashmir dispute. They also
attached "very great importance to a reduction of the armed forces",
and agreed to send a delegatidn to New Delhi on this understanding
and subject to agreement on the level of meeting.



5. On August 4th, the Government of India authorised the High
Commissioner in Islamabad to inform the Pakistan Govermment that their
reply amounted to attachment of preconditions, which was unwarranted,
India had already made it clear that any issue could be discussed,

and discussed in all seriousness; shé therefore hoped that Pakistan
would approach the Indian proposal in the same spirit of benefitting the
peoples of the two countries in which it was made.

6. On August 31lst, Pakistan's Foreign Secretary gave our Acting

High Commissioner & note, which was published by Pakistan the next

day, again seeking further assurances and also bringing in propagandist
references to other matters. The note considered statements by

Indian leaders on Kashmir as being contrary to our expression of
willingness to have "meaningful® talks on all issues, adding that
statements that Keshmir was not negotiable and accession was final

and irrevocable appeared to foreclose any possibidity of meanlngful
dialogue.

7. In a reply dated September 10th, India categorically refuted the
Pakistani charges about propaganda and about deployment of forces,
The Indian mote pointed out that the Indian statements regarding
Kashmir were no more than a reitergtion of India's basic position
and that since Pakistani meadersﬂgid ‘been constantly repeating
Pakisten's basic position on Kashmir without India letting these

come in the way of a furthef meeting, there is no reason why Pakistan
should make a grievance of the Indian statements.

8. In an oral response to this note, our High Commissioner was
informed by the Pakistan Foreign Secretary on September 22nd that .
unless Pakistan found a change in the Indian approach to the

Kashmir question, a meeting as proposed by India might worsen
relations, Radio Pakistan announced immediately afterwards that

- "Pgkistan has told India that no useful purpose will be served by

continuing exchanges on holding Indo~Pekistan meeting at official

level without change of heart on India's part towards Kashmir

dispute "

9. Pakistan thus closed the door on the possibilities of any
meeting. As though in anticipation of such an end to the exchanges
begun in May, the Pakistani Foreign Minister had already started to
raise the Kashmir issue in international forums by referring to it
at the Commonwealth Pripme Minister's Conference in London on
September 6 to 15. Our Yoreign Minister had to intervene firmly to
point out that bilateral issues could not be raised at Commonwealth
Conferences without the consent of both sides, Since this position
was accepted by all other members, Pakistan had to acquiesce in it
in London but Mr, Pirzada reverted to the attack in the U.N., General
Assembly on Sgptember 29th, accusing Irdia of refusing to hold a
purposeful dialogue with Pakistan for the settlement of outstanding
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disputes including Kashmir. He alleged that India had been defying
the U.N, by rejecting all possibilities of a peaceful settlement of
the Kashmir dispute and denying the people of Kashmir the right

to decide their own future, India had thus prevented the fulfilment
of the hopes raised by Tashkent Declaration on the March Rawalpindi
meeting that the Kashmir issue would be settled, In an imnediate
rejoinder, our Foreign Minister repudiabed the Pakistani allegation
and also corrected the misrepresentations regarding the significance
of the Tashkent Declaration and of the Rawalpindi meeting.
Relterating India's desire for an improvement of relations in
accordance with the Tashkent Declaration, he’pointed out that if
Pakistan insisted on pre-conditions regarding Kashmir, India would
be entitled to make her own pre-conditions, such as requiring Pakistan's
withdrawal from the Ipdian territory in Kashmir, which she illegally
occupied. It was, therefore, better for the two sides to meet
without pre-conditions. Mr. Pirzada again sought to dismiss the Indian
view as an attempt to confuse the issue which, according to him,

was the right of self-determination of the people of Kashmir., In a
brief final rejoinder, our Foreign Minister said that the Pakistani
performance made it clear that they were going through an exercise
when what was called for was a serious effort to settle issues

by bilateral talks, i
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Good Neighb
r Swaran Sing

talks “in right earnest”, to settle their differences.

Foreign Minister Swaran Singh
made the appeal directly to Paki-
stan Foreign Minister Sharifuddin
Pirzada -after the two men had
spoken during the ‘General Assem-
bly world affairs debate,

The following is the text of the

statement” made by Mr. Swaran
Singh exercising his right of reply
to the statement of the Forexgn
Minister of Pakistan: .

“The Foreign Minister of Paki-

. stan has today referred to India
in abusive but familiar terms. Like ‘-
- other representatives of Pakistan -

who have exploited—indeed mis~
used—this august forum, he has
offered to the distinguished dele-
gates assembled here a mixture of
half truths and fantasies. '

"Tashkent Declaration Ignoréd

“What is painful is that in the
process of hurling abuse against
India the Foreign Minister of Paki-
stan has completely ignored that
provision of the Tashkent Declara-
tion which stated the
agreement of the two sides that
they will ‘discourage any propa-
ganda directed against the other
country and will encourage propa-
ganda which promotes develop-

- ment of friendly relations between

the two countries.’

“Among other things, Indm has
* been branded an aggressor and

India has been compared to South
Africa. The fact of India’s defen-

" 'sive action in September last year
has been presented by the Foreign
Minister of Pakistan to this As-

sembly as aggression, The fact of

Pakistan’s aggression on the In-.
‘dian State of Jammu and Kashmir
twice within the last nineteen years

has been conveniently ignored and

‘kept back from this Assembly..

“Now, Mr. President, I prefer to

‘be constructive, I prefer not to

violate the Tashkent Declaration.
As far as record is concerned, the
same charges had been made time

and again and refuted by the dele- ;

gation of India on every occasion.
I am not going to take time of
this Assembly by once again cov-
ering the whole ground. There are
two points, however, which need to
-*be brought to the attentxon of this
Assembly.

A Conshtuent State ‘

“First, it is amazing that the

Foreign Minister of Pakistan has
taken exception- to the reiteration
by the leaders of India of the
Indian stand that the State of
Jammu and Kashmir is a constitu-
ent state of India. This position
of India has been stated by the
Indian delegation on innumerable
occasions both in this Assembly as
well as in the Sccurity Council,
While participating in the general
dehate last year' I myself stated
and I quote:
‘It in, therefore, nccessnry for
‘ma to make my' Government's
position clear heyond any, shad-
ow of doubt. Legally, constitu.

specific.
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Indian Union. This is the posi-
. tion on which India takes its
stand and will continue 1o do so.
The people of Jammu and Kash-
mir together with their fellow
citizens in other parts of India
are architects of the ‘largest
democratic state in the world, a
+ state rooted in ‘popular will ex-
pressed through {reely chosen

* " institutions and periodic general

elections based on adult fran-
" chise, There is mo better way
of giving reality to tho freedom
of a people’

¢ “The fact that India is prepured
to discuss all differences with Paki-
stan in accordance with the letter

_and spirit of the Tashkent Declara-

tion and to settle those differences
by peaceful means in a spirit of
good neighborly relations does not
mean and cannot mean that India
must’ give up its stand in regard
to the status of the Indian state
of Jammu and Kashmir. If each
side were to insist on precondition
would we not be entitled to say
to Pakistan that it must first not
only give up its point of view
Kashmir but also, as a prior con-
dition for talks, vacate the two-
fifths of Indian territory in Jammu
and Kashmir that it illegally occu-
pied and still occupies?

“Mr. President, in our reading
of ‘the letter of the Tashkent Dec-
laration 'and in our appreciation of

its spirit ‘'what is required to be

done by the leaders of the two
countries s that they must sit
down and settle all their differ-
ences  without = conditioning the
settlement of one dispute .on the
settlement of another,

"It 1s necessary to recaﬂ that at

the time of sig'ning the Tashkent

Declaration ‘each of the sides sot }
its respective position’ on |
Jammu and Kashmir and this fact §

forth

is mentioned in article (1) of the
Declaration.
gence of reconciliation of the re-
spective viewpoints on Jammu and
Kashmir, India and Pakistan agreed
to take several steps mentioned in

articles (2) to (9) of the Tashkent :

Declaration.

Recognizing this ab- ©

“Article (9) has special signifi-
cance in the present contest: “The
Prime Minister of India and the
President of Pakistan have agreed ¢
that the sides will continue meet-
ings both at the highest and at
other levels on matters of direct
concern to both countries. Both
sides have recognized the need to
set up joint Indian-Pakistani bodies
which will report to their Govern-
ments in order to decide what fur-
ther steps should be taken.’

YMr. President, the effort of
Pakistan to refuse to implement
this article and to make it contin-
gent on what Pakistan chooses to

describe as ‘meaningful talks’ on

Jammu and Kashmir is contrary
to the provisions of the Tashkent
Declaration.

Ministerial Meeting

“The second point which I wish |
to clarify, Mr. President, relates :
to the ministerial meeting between ‘
India' and Pakistan in March of ;
this year. The Foreign Minister |
of Pakistan has made reference to |
the communique issued after thut;
mecéting. The operative part of the ‘
communique i3 that the two parties

'wﬂl meet again and discuss allr

, (See TALKS, p.. 5, col. 1)
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" their differences. In spite of In-i : >
dia’s best eflorts to start these ' .
tnlks the intrasigence of Pakistan)
has not made it possible for a§
¢« | further .meeting (to- be held) as|
" contemplated. in the communique!
. issued after the Rawalpindi talks'
< in March this year. :
“The Foreign Minister of Paki-|
stan did not—perhaps he could not
—refer to the substance of the dis-
. ‘cussion held in March., This is so
perhaps because he was not pres-
ent at the talks. Since I led the
- delegation of India to that minis-
- terial meceting ‘I can speak with
_some authority and assurance in . / }
rcegard to the attitude taken by In- ;
‘dia then—an attitude which re- , o _ |
mains the same today. It is this:| S S {:
1
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t "= that regardless of differences be-
. ;tween the two countries, indced be-
1. * cause of those very differences, the ! _
' . most important provision of the _ ‘ , '
 .Tashkent Declaration—that is, res-| ‘ ,

,) 7 toration of normal relations be- . . . B o :
_ “'tween the two countries—must be ' : :
' . brought about by all possible
’ means.

e S

va e
—

“As we in India see it, Mr. ‘
President, the way to scttlement S : o
of all differences is not to put '
} ... conditions towards the conclu-

. sion of an sagreement on all ‘ : .
i . problems at one and'the same : - o ' '
! ‘ . time. What Pakistan desired in
f . . March this year was that even
' ‘though the two countries might
- arrive ‘at an agreement on a

. specific issue between the two

" countries, that agreement could .
" .. not be implemented as long as
y ... there was no settlement of the
- il.«J». ., . question of Keshmir. ,

[ e

—

o~ .~

“rtrmee .




.

U

e e e D e gy

/ ' - i

L mtemnn

—r - - —

-

e e

Unfounded Thesis ' e

“Now, Mr. President, the Tash- (\
kent Declaratlion has been regis-;‘».
tered with the United Nations, its
copics are available to all delega-T
tions and I invite all those who are’ | '

e

~ister of India to the Afro-Asian
- group here on April 1, 1966. She
.said and I quote:

interested to study the.document.’;
There is no basis in that Declara-; ;
tion to support the thesis of Paki- .
' that restoration -of mnormal’

‘stan
relations between the two coun-
trics—in other words, settlement
of differénces between the tw
countries—could not .come about
" unless there was first an agree-
ment of the question of Kashmir,
“Mr.” President, as recently as
last month we have offered to Paki-
stan to hold discussions on all
- outstanding issues between the two

" countries ‘without any precondi~ '
.. tions.

To  our deep regret and I-
believe to the deep regret of this
Assembly, Pakistan has once again
rejected our offer. Today the For-
_eign Minister,of Pakistan has come
to this Assembly and complained .
that India is not prepared to im-
plement the Tashkent Declaration.

“Mr. President, on behalf of
India, I would like to reiterate
+ that India continues to adhere
to the Tashkent Declaration in
Jetter and in spirit and is ever
ready to start talks for settling
. all differences between India and
‘Pakistan by peaceful means.in a
' spirit of good neighborly rela-’
tions and with a view to revers-.
ing the deteriorating trend of
relationship between the two
. countries I make this offer here
and now to the Foreign Minister '
of Pakistan: Let us sit down and
discuss ways and means of im-

plementing all provisions of the
Tashkent Declaration.

“Mr. President, before I con-
clude I would like to quote from a
statement made by the Prime Min-

should be peaceful coexistence
among the great Powers of the
_world. We should also set an
" example and coexist peacefully
among ourselves. The essentials
for peaceful coexistence are de-

terminatidn not to use force and

No Substitute For Direct Talks

| i ‘ S
4 Lo i
' .

"affairs and a desire to scttle all ’ o S
disputes by peaceful means. J R L
© ‘It is in this spirit that India . e

less than three months ago L '. A

signed the Tashkent Declaration ,
with Pakistan in which the two . ...mm
countrics reaffirmed their obliga- f""""muﬂﬂﬂ 2
tions under the Charter not to i,
use force but to settle their dis- .
putes through peaceful means.
The Tashkent Declaration pro—
vides India and: Pakistan with a
new framework in which to re- . : : C
store normal and peaceful rela- : : ‘ '
tions between the two countries

and to promote .understanding

and friendly relations between
the two peoples.
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umu‘w:uumm#ﬂ:*ﬂ
? g ¥

‘Underlying the concept of the
Declaration was the deep convic-
tion that peaceful relations be--
tween India and Pakistan are’
vital for the maintenance of .
their political independence and *
achievement of ‘their economic '

‘and socml development. If all:
provgslons (ﬁ He Declaration are
"implemented faithfully in letter
and spirit an atmosphere will be . ‘ ‘ o ,
created - in which all differences ' L : o
_between the two countries can

be settled peacefully.

“Political problems with emo-
tional overtones—and there are

- strong emotions on both sides in

this problem-—cannot be solved
unless the peoples of both coun-:
tries appreciate' the vital neces-

pity of peaceful and fnendly
relations between them’.”

Taking the floor again to answer

some points raised by the Fakistani-

TForeign Minister,
‘It is not enough that there Singh said:

Mr.: Swaran '

~ “TI must apologize for as'<ing for-
the
gnid in very categorical terms that
India is prepared to enter into
discussions without any precondi-
tions and that in such  discussions

floor. I thought that.I had

not to mtervene in each others ) (See ASSEMBLY. p. 6, col. 5)
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' A : . " i-each side will be fully justified in P
s : C | raising any point. I said also that

" | India would be prepared to discuss
S : .| any matter raised by the Pakistan
. ‘ T o : . |.delegation, just as the latter should i . v
' oo /? o ' be prepared to discuss any matter e Bt
DRl | raised by India. o
Co S “The fact that the Foreign Min- ST
i.ister of Pakistan could anticipate ST
.7 ! what I would say and therefore ‘

‘ l4ct).me with a prepared text to reply

‘ oo . | 'to it ‘only shows that we are going

' I Co Ty | through this exercise knowing each’
S o -other’s point of view and trying to -
Co R | meet it by statements and counter- . ST
o ’ statements. ‘ L IV ‘ ;,’! R
- C { “T do not wish to delay the As- : o
|

. o . ‘sembly by taking any more time.
oo L oo I make this appeal to the Foreign
S U ‘ : " -l .Minister of Pakistan: Let us begin . oo ,
] , . ... 1-talks in right earnest, and not just RS R
N R .g,:continue to exchange diplomatic -~ ! o

Co e R : notes or statements and counter-
t : . ' statements  on the floor of the
General Asembly.-

3

: .

2 1% “There is no substitute for di- :
i . rect talks and no substitute for s
P txym;' to understand each other’s o
) point of view. Let us devote our S
* . melves to improving relations

r between our two,countricé. It is

| . only by adopting that attitude cod
} . that the people of Indin and the o
r peop]c of Pukistan can’ live in i

) .- peate and friendship and good

‘b - neighborly relations, an objective g :
r; . Which' is very dear to us and I (ERREE
}.. hope, dear to Pakistan.” , , | .
: ;
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omay respectfully say so, spolrc elo-'

' Aceept E:ccclloncy tlw cwaurancew

. } : Pirzada’s Reply .
! i '
3 M ff?trifuddin Pirzada, Paki~ ' -~

le.,er. Chagla: coeew I va :

. . I . < N . . N
[ led to me by your High Commis- ;‘, PR Sl
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Pirzada, Forcign Minister of I’aki-
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“ The Governmment of Palistan.
- oL o have regreticd the fact that the
S e o : cattionus optimism cxpressed on
O T A © this question in the communique;

. DR R v - e Jointly issued at the conclusion

__‘_h _----,_,..,. ST, %
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' I i wclopments, I muat algo ocxpress.
' my disappointment at the fact that
; the discussiona held in lust year.
 between our two governments at'
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- break in the deadlock. I can assure;
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- theless to enter into mnegotiations’

with your government for the set-
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i ineluding the question of bringing
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Talks Can Proceed

o ’ India still thinks that talks with .
"+, Pakistan on mutual arms reduction:

. to any other question, an official
- spokesman said in New Delhi onv
- April 28. '
*  The spokesman made this state- |
" ment while releasing the corre-"
" spondence exchanged between Ex-’
ternal  Affairs Minister M. C.,.
. Chagla and.the Pakistan Forelgn,
! Minister S. S. Pirzada, - :
The spokesman said it'was In- '
', dia’s view that talks on mutual’
" arms cut might lead to the relaxa-"
- tion of tension and creation of bet- ‘.
' ter atmosphere in which other ques- |
i -tione including: Kashmir could be .
- discusscd.
“Any conditional approach will’
*. not be in our mutual intercst,” he
~added. ;
.. The official spokesman rcgrettcd'
‘. that the Pakistan Government had
' raleased the covrenpondence with-,
out prior conpultations with tho.
Government of Indig. 1Ta said Mr. ;
) ~ Chagla had not yet rnplicd'to tho
" iletter of Pihrzada and "I do not
¢ kmow whether a reply is called for.” .
Commenting " on a Pakistani}
press rcport that the ball was now ;
"1 in India’s court, the spokesman saidy. .
.. “I think they have played the ball |
'.: out of court.” Pakistan's reply is |
‘. tantamount fo o. re)ection of the,
i I.hdinn proposal. _ Len
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OF THE M
UNITED STATES OF AMERICA }Ef

New Delhi, India )

August 12, 1968

LCONFIDENTIAL

Honorable Walt W, Ro

Special Assistant to The President
The White House

Washington, D, C,

Dear Walt:

You may be interested in the enclosed memorandum

to the Secretary on the recent Indian Public Opinion
Poll,.

With warm regards,

Sincerely,

Coe

Chester Bowles

Enclosure

DECLASSIFIED
E.O. 12958, Sec. 3.5
State Dept. Guidelines ~CONFPIDENTIAL—

By_je. ,NARA, Dete_ 1002



CONFIDENTIAL

 August 8, 1968
MEMORANDUM
To: The Secretary of State
'Prom: Chester Bowles <s
Subject: INDIAN PUBLIC OPINION POLL, APRIL-MAY 1968

I am sure you will be interested in the results of the most recant
public opinion survey here, conducted in late April and early May
by the Indian equivalent of our Gallup Poll. The responses,
gathered from 1,000 literate adults in the four largest cities in
Indhl reveal:

1. The Soviet Union continues to have a more favorable image
in India (64% among urban literates; 75% among the well educated)
than the United States (56% among urban literates; 66% among the
well educated). The only significant difference that has occumred
in the image of either country since last summer is a 6% gain in
the favorable image of the Soviet Union among well educated
Indians,

2. A surprising and repldly growing awareness of the importance
of Japan during the last few yesars has led to a significant gain
in its favorable image (55% among urban literstes, a gain of 4%
since July, 1967; 75% among the well sducated, a gain of 10%
since July, 1967), Por the first time in these polls Japan's
position surpasses that of the United States and, among the well
educated, equals that of the Soviet Union,

DBCLASSIFIED CONFIDENTIAL
E.O. 12958, Sec. 3.5
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3. Less concern is shown now about the role played by the
United States and the Soviet Union in intermational affairs
than in the period immediately following the Arab~Israsl war,
when the last poll was taken, However, there has been an
erosion of 13% among urban literates and 7% among the well
educated in the favorable impression held about American
activities in the international sphere, The Soviet Union
recorded a slight net loss in this area,

4, The Soviet Union is viewed as significantly less bellicose
than the United States, On the question of whether a country
is peace-loving and wants to avoid war, the United States has
a favorable rating from only 6% of the uwrban iiterates and 9%

of the well educated, The Soviet Union scores 27% and 37%

among the same groups, Approximately 15% more Indians feel
that the Soviet Union ie doing more to prevent a new world war
than is the United States, '

S. There is general acceptance of American sincerity in trying
to obtain peace in Vietnam, but there is little support or interest
in our position there,

6. Indians feel that the United States is now the strongest world
power but that the Soviet Union will take over that position within
the next 25 years and that India will be one of the great powers,

7. There is wide awarensss of President Johnson's decision to
retire and a higher opinion of him as a resuilt,

I think we need to learn from but not be unduly concemed over
some of the negative aspects evident in thie poll, Had the

swurvey been taken afier the Soviet decision to provide arms for
Pakistan, their favorable percentages would have been significantly
diminished, :

Moreover I am heartened by the Japanese gains., It is a public
demonstration of suppert for the Government of India‘s increasing
emphasis on better relations with the countries of East and
Southeast Asia, The future of Asia is very much dependent on

the success of the large non-Communist nations of Asia in working
together to speed economic development and to assure their own
security.

CONFIDENTIAL—



CONFPIDENTIAL—
3

I am, however, increasingly concerned sbout Soviet efforts
to create suspicions of U8, motives and activities through
the mass media, either directly such as in Radio Peace and
Progress broadcasts, or indirectly through Parliamentary
questions and locally-produced pamphlets and newspapers
such as Patriot., The Soviets are spending something like
three times as much as we in spite of the fact that we have
an unlimited reserve of rupees, the valus of which is being
steadily ercded by inflation,

Let me emphasize that I do not believe that the effectiveness
of our foreign policy should be judged by the results of public
opinion polls or inter-governmental popularity contests, Nor
should the direction of future policies solely be determined
by likely public acceptance, either at home or abroad,

This 1s not to say, however, that we should not be acutely
conscious of how people react or are likely to react to what
we are doing. Psychological implications should, and in
New Delhi do, play an important role in the decision making
process,

We should also recognize, and here, perhaps, is the most
important factor that is confirmed by such polls, that our
ability to operate with optimum effectiveness declines or
rises in direct proporation to the general peychological
climate,
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON

OFFICE OF
THE ADMINISTRATOR

July 19, 1968

MEMORANDUM FOR: Mr, Edward Hamilton
The White House

Here is a condensation of our thoughts for
Katzenbach, offered without reference to your 39.
memorandum, Let's talk on the phone about our
differences of approach to the same objective, o

|4

This memorandum has not yet been sent,

(&

Rutherford Poats
Deputy Administrator

attachment;
memo for Mr, Katzenbach
re his talks in India

“CONFIDENTIAL _

(w /attachment)
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CONEIDENTEIAL—
DEPARTMENT OF STATE

AGENCY FOR !NTERNATIONAL DEVELOPMENT
WASHINGTON, D. C. 20523

OFFICE OF
THE ADMINISTRATOR

MEMORANDUM FOR: THE HONORABLE NICHOLAS deB. KATZENBACH
Under Secretary of State

. SUBJECT: Your Talks in India

A.I.D. staff has worked with State and Defense people to prepare the
background material and proposed scenario for these, we hope, pre-
cedent-setting talks.

I want to highlight for your personal consideration three problems
expressed or implied in the good briefing material--the mutual pro-
hibition of commerce between India and Pakistan, the potential dangers

of the Eastern Waters dispute, and the overriding threat of a South
Asian arms race.

Specifically:

--Trade between India and Pakistan is non-existent, thwarting
the previous and potential benefits for the two economies.
Representatives Fraser and Frelinghuysen, in their positive
report on their visit to South Asia (copy attached), score
the prohibition on mutual trade as "a drag on their economic
development "

~-The so-called Eastern Waters - the Ganges and the Brahmaputra -
have tremendous potential for mutual benefit, and could be a
running sore between India and Pakistan, depending on the
degree of cooperation achieved in their exploitation.

~-The reciprocal security fears of India and Pakistan have
created a situation of serious regional instability, with an
incipient threat of a further escalated arms race and of
costly diversion of resources from vital development needs.
To date our efforts, those of the Consortium, as well as those
. of the USSR, have had limited, if any, effect.

I recommend that you underscore these concerns in your talks. You
might indicate our view that India, as the stronger power, has more
freedom to move on these questions. You should urge India, therefore,

DECLASSIFIED
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to considef taking the initiative bilaterally with Pakistan, with the
World Bank, or with the USSR to seek solutions. You might ask how we
could be helpful. :

Resumption and expansion of Indo-Pakistan trade could be of immense
economic benefit to both, and would contribute to alleviation of polit-
ical tensions. Would a World Bank study, quietly conducted, develop
argumentation which like-minded Indian and-Pakistan officials could use
to break the barriers? Would it be useful if the U.S. earmarked some
of its aid for each country for purchases in the other? (This would
mean a breach in the Buy-American rule, but it might be pushed through--
perhaps by making partial payment in U.S.-owned rupees.)

The Eastern Waters question is not only politically difficult--it is
technically complex. The holding of recent bilateral talks was a step
forward but the subsequent follow-through has not been promising. We
have no "pat" solution, but recommend that you flag our concern.
Probably the most promising approach would be for India to continue
bilateral efforts to reach agreement with Pakistan.

The arms race danger is well covered in the basic papers prepared for
your talks. These papers do not put forward an approach certain to be
decisive-perhaps because there is none. Our view of the message you
should get across is that the U.S. concern about diversion of resources
from development is not a temporary phenomenon.

It is possible, that the World Bank, as chairman of the two Consortia,
could play a useful role in studying the impact of security demands on
development. Mr. McNamara might be willing to undertake this task in
privy fashion and without the encumbrance of a committee structure.

I suspect with a problem of this delicacy, that prospects for success
are greater if quiet, ad hoc diplomatic efforts are used, rather than
a more formal Consortium or committee approach. Too frontal an attack
might arouse resentments and opposition on the part of both India and
Pakistan. In any event, it would be instructive to secure Indian views
on this or other possible approaches.
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ANNOTATED AGENDA FOR WAHSINGTON/NEW DELHI/RAWALPINDI JOINT
DISCUSSIONS, April 1 and 2, at American Embassy, Rawalpindi

I,

II,

Introductory Remarks - Ambassador Oehlert

A, Beginning - with welcoming statement followed by com-
ment !Eese aflculsions are not envisaged as brifing ses-
sions, but rather as give and take structured bull sessions
aimed at surfacing and airing questions and concerns,

B, Continuing - with observations on impressions at this
poin¥ concerngng such matters as the situation in Pakistanm,
the nature of US interests here, the state of US/Pak rela-
tions, prospects and opportunities, etc., and including
some pointing up of major obstacles and uncertainties in
promoting the US interest,

C. Condluding - with remarks about special significance
of mIliTary supply questions and concerns and calling upon
Hamilton to kick off the discussion on that subject,

Military Supply Policy - Hamilton/Spain/Heck

A, Symington/Conte Amendment Presentation (Hamilton et al)

B, Questions:

1. What is status of current achnd impending
requirements in Pakistan and India (possi Geary/
Oglesby might interject brief elucidation).

2, If US is unable to implement Symington-Conte amend-
ments, where does this leave us?

3. The current military supply policy in April, 1967,
was called a major new US drive for arms limitation in
subcontinent, but as soon as Paks said Kashmir and
Indians stood on their sovereignty the drive fizzled,
Is arms limitation and reduction a dead issue?

4, Pakistan's defense expenditures as a percentage of
GNP are about the same as India's (about 3.3%) and could
be expected to continue to drop somewhat unless India
reversed the trend, which it did recently, What is our
ultimate goal in both countries, expressed either as
force levels/percentage of GNP/or whatever? Do we
accept current Indiam force levels as reasonable?

LIMITED OFFICIAL USE



I1I,

IV,

LIMITED OFFICIAL USE 2

5. Are inadequacies of current military supply policy
conceptual and basic or questions of implementation?

6. Assuming basic change is in order for military sup-
Ply policy what are the major comsiderations? Is direct
supply to India and/or Pakistan the answer? Is a more
Orjless restrictive policy in order in both countries?

7. 1Is any military supply policy modificatien to be
undertaken head-on and formally, or by bits and pieces
indirectly?

8., Indian arms acquisitions and military buildup con-
tinue, Pakistan may be expected to respond by boosting
its own expenditures, Our military supply policy calls
for us to limit such developments, Are we doing what
we should for Pakistan, e.g., should we take steps to
cut the cost of the Italian tank deal? If we are going
to make aircraft available to Pakistan in the end,
Sshould we do so now? Do we lose the beneficial effect
of concessions by a process so tortuous that we exhaust
patience and pocketbook?

9, Whether or not Pakistan fears a direct attack from
the Indians, they do fear that an overwhelming dispro-
portion between Indian and Pakistani arms would settle
all major political questions in favor of the Indians,
The Indians say they have:no military designs against
Pakistan and we frequently agree, but to say the Indians
won't attack Pakistan begs the question of political-
military domination, 1Is this seen clearly in Washington
and Delhi?

10, Indian balance of payments deficits are growing,

and India will remain heavily dependent upon US assist-
ance for many years, In these circumstances shouldn't
we be getting a more responsive attitude on many pro-
blems from India? We sometimes have the feeling that we
have not pushed the GOI hard as the traffic will bear,
and not even as hard as we have pushed the GOP,

Development Problems and Prospects - Mr, Kontos

(Contribution from AID pending)

Indo/Pak/US Relations and Issues - Messrs., Schneider and
Weathersby

Kashmir - Does GOI permission for Sheik Abdullah to go

to Kashmir (and to make self-determination statements) signify

limited official use



LIMITED OFFICIAL USE 3

any kind of swing in Indian policy or is it merely allowing
steam to excape? Is it conceivable that India might seek
Some compromise on the Kashmir issue?

B, China - India's attitude toward China is usually repre-
sented as fully understood by the US, i.e., she stands staunchly
against China in defense of democracy. This reinforces US

aid program justifications and strengthems inclinations to
overlook large Indian acquisitions of arms, Pakistan, on the
other hand, has paid a price with the US for her relationship
with the Chimese. To what extent are India and Pakistan res-
pectively praised and damned in Washimgton these days for

their positions on China?

C. Persian Gulf - India's dependence on the Soviet Union
and Ber gemeral lack of support for US international policies
would seem to make it undesirable from the US standpoint for
her to interest herself in the Persian Gulf area., The same
might be said for Pakistan because of her relationship with
the Chinese. What is the Washington view on each of these
issues? How much should the US attempt to influence each
country in this matter? Would Pakistan's development of
interest in the area bring the Indians to assert and protect
their relations with the countries involved?

D, VWaterways - after completion of Farakka Barrage, is there
any prospEE% that India will give attention to Pakistan's
real waters problems?

2. Why isn't it possible for India to be more forthcoming
as far as IBRD is concerned?

B. 1s there any possibility for Pak/India cooperation

on the Eastern waters question along thelines of the Indus
Valley project? If so, how do we help bring it about?

If not, why not, and what can we do about it?

@&. Assuming India proceeds unilaterally with Farakka and
the Paks continue to assume serious water loss as a result,
what actions will Paks take, and what do we do about it?

E., Trade

1, Are there any prospects for India and Pakistan to
cooperate in trade matters such as jute product exports?
Should we encourage this?

LIMITED OFFICIAL USE
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2, If East Pakistan rice production increases, will
smuggling problem in the East reach more serious pro-
portions?

F, NPT
1. What is the chance for NPT in India and Pakistan
and what, if any thing, could we and would we do to
Promote their support?

2. The very prospect of nuclear weapons development
in India gives China a vast field for psychological
and political exploitation in Pakistan,

G, Public Attitudes

1, What, if any thing, are we doing (or can we do)

to promote parallelism in public attitudes in Pakistan
and India in areas of importance to the achievement

of US goals in the sub-continent? Specifically, do
present US programs and policies im the two countries
assist -~ or work against-- development of parallel
viewpoints in the public attitudes in the two states?

2, To what extent do our policies now (or could our

policies) serve to promote public attitudes in each
country reasonably prepared to support -- or at least

not work against -- not just our policies in that
country, but our over goals 1n e sub-continent?

V., Summary and Conclusions with Policy and Program Implications

Messrs, Hamilton, Heck and Spain to be invited to comment on any
and all aspects of Washington scene not adequately covered pre-
viously in the discussion and to include, hopefully, Vietnam,
BALPA, Washington mood and temper,

VI. Summary and Conclusions with Policy and Program Implications

To be handled as seems appropriate, possibly as summary reviews
by Weathersby and Schneider, with a listing of major conclusions,
questions, differences, uncertainties, followed by a statement
from Ambassador concerning implications if any of all this for
US programs and policy (e.g., Les Squires hopes we could come
out of the discussion with a decision to look more closely at
our policies and our USIS programs in the two countries to dis-
cover whether there is anything positive that can be done to use
them as devices to work towards greater understanding and paral-
lelism in public opinion in the two countrias§

LIMITED OFFICIAL USE



SECRET /= Munlll
DEPARTMENT OF STATE

Washington, D.C. 20520 ; ?

The Honorable

Walt W. Rostow

Special Assistant to the President
The White House

Dear Walt:

During my recent consultations in Washington I found a
general lack of familiarity with the Indian armed forces
and recent measures taken by the Government of India to im-
prove their effectiveness. As you know, I regard this force
as a critically important element in the Asian balance of
power and a major potential asset to U.S. interests in Asia.

Following my consultations, I asked our Mission in New Delhi
to reassess the Indian armed forces. I hope the Mission's
report, which is attached, will give you a fresh picture of
this resource, which is second in size only to our own among
the non-Camunist powers.

Sincerely,

Uk

Chester Bowles

Attachment:

As stated.
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SUBJECT:

o":: :ﬁmn) 101-11.8 C O.HEI-D-EM—I%- DECLASSIFIED
UNITED STATES GOVERNMENT E.O. 12958, Sec. 3.5

State Dept. Guidelines

Memorandum By AR, D -1

MWhite House - Mr. Roger Morris DATE: May 27, 1968

INR/RNA - Granville S. Austin (A

INR/RNA/SOA - Gerald A. Rosen ( 3{
(AL
v

Indo-Pakistani Relations

The tactical maneuvering and self-serving statements of
both Indians and Pakistanis tend sometimes to obscure the
basic forces governing Indo-Pakistan relations. India is
generally satisfied with the territorial status quo, is
rather patronizing in its view of Pakistan, and is fear-
ful of Chinaj; it looks forward to a detente with Pakistan,
and indeed to a measure of cooperation, though not at the
cost of significant concessions on Kashmir.

Pakistan conducts its relations with India in light of its
passionate claim to Kashmir and its strong fears of being
dominated and perhaps someday absorbed by its huge neighbor.
Thus the GOP apparently considers that the maintenance of

at least a minimum level of tension with India is necessary

to give point to its eclaim to Kashmir. Even if the Kashmir
problem were to be settled, Pakistan would no doubt be reluc-
tant to participate in massive cooperative projects with India
for fear of losing its separate identity. -

President Ayub's government was subjected to harsh and wide-
spread criticism within Pakistan for signing the Tashkent
Declaration. Deluded by wartime propaganda, many Pakistanis,
including a considerable number of young military officers,
believed that a victory over India was lost because of a
failure of nerve. To counter this discontent, the GOP was
forced to take an especially hard line towards India, to
claim that the Tashkent Declaration's call for the improve-
ment of Indo-Pakistan relations was directed towards finding
a quick solution of the Kashmir issue acceptable to Pakistan.

Since late 1967, the GOP position that no significant talks
could be held without prior agreement for serious discussion
on Kashmir has eased somewhat. This is especially so with
respect to the Farakka Barrage, where India, the upper
riparian, appears to hold all of the cards.

Most of the potential negative reaction to Tashkent in India

was dissipated in the emotional response to Prime Minister
Shastri's death; the Tashkent Declaration became his testa-
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ment. The Indian government has been willing, even anxious,
to promote a step-by-step improvement in Indo-Pak relations,
leaving Kashmir for the indefinite future. This has not pre-
vented the Indians from engaging "in hard bargaining on
occasional Pakistani proposals for action on certain limited
problems. This toughness derives from internal political
pressures in India, as well as from suspicion that the GOP

is only interested in solutions to a few problems which

would provide a clear net advantage to Pakistan.

INR/RNA/SOA:GARosen:eh

CONFIDENTIAL —



St . —g

- _..>:" No Objection To Declassification 2007/08/07 : NLJ-027R-2-7-27-5 i
ey O L
e i - "] DATE ' ' ‘
2 _ . REPLY REQUESTED 27 May 1968 3
e ' g SPEED LETTER ) LETTER NO. . '_I-E
// YES NO p

T ;' Mr. Peter Jessup FROM: - DCNE/SA

ffice Building

AT - Room 300, Esxecutive
¥ IR . \-} B

Per your request to Jim Critchfield, for Walt Rostow, the attached
brief highlights of Indo-Pakistan relations since Tashkent is about all we
have on the subject., In sum, not very impressive develoPments.

... _The m‘g_ﬁcr thing of interest om this subject is the DDI Weekly
Summary Special Report 28 January 1968, Subject "India and Pakistan:
Two Years after Tashkent",

STAT

SIGNATURE
DATE

REPLY

e B 1 £ mdi i e
»

e T it 7 T e

-t

SISNATURE

RESPONDER'S FILE

FORM| , USE PREVIOUS
B-87 |83| ERITIANS

3. No Objection To Declassification 2007/08/07 : NLJ-027R-2-7-27-5




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

April 24, 1968

T0: Ed Hamilton, White House ¥
Irwin Hedges, AA/WOH, AID
Maurice Williams, AA/NESA, AID

FROM: Lyle Schertz, Acting

Will Cochrane has recently been in India on a 3 to 4 month visit

sponsored by Ford Foundation. Cochrane is Dean of International

Programs at the University of Minnesota and was formerly Director
of Agricultural Economics in the Department of Agriculture.

During his India visit he prepared the attached paper. Because of
the relevance of its content to U.S. assistance to India and the

manner in which Cochrane has presented the material, we thought that
you would be interested in receiving a copy.

Some of Cochrane's main points are:

. The Central Govermment of India should foster the view that
it has the responsibility for food programs and should
demonstrate the capacity to carry out the appropriate food
programs in times of food shortage.

. India should aim for a 5 million ton grain stabilization stock.
It should have dual objectives, stabilization of consumer
prices as well as farm prices.

. The extremely poor people should be issued ration cards to
facilitate their purchase of food below market prices.

. Both India and the U.S. should reassess the concessional
food import policy in light of the possible potential for
production increases exceeding population growth rates.

. The Food Corporation should become an executive amm of the
Central Government for procurement, storage and distribution
and should not operate at the sufferance of the individual
states.

. The private trade should not be treated "as if they were robbers",

but they should be assisted "in a manner comparable to the
assistance given to cultivators."
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FOOD AND AGRICULTURAL POLICY
FOR_INDIA*

I. Introduction

This has been a time of rgpidVEhange in food and agriéulture
~in India. The large food grain crop in 1967-68, which may appraochv
a 100 million toné, fdllowing two bad crop years, provides room for
maneuver with regard to food management policies and programs. And
fhe developmént that is taking plaée in the production of wheat and
rice, gives promise of mbving India. from & chronic deficit to a surplué
position in food grains over the next decade. Thus it seems appropriate
, at this time to review and reappraise food policies and programs of
the Center and state governments. And this is the purpose of this
‘paper., | |

Since food policy shades so quickly into agricultural policy
on one hand and development policy on another, we will not attempt to
treat food policy in isolationj nor should we try. Our focus will be

on food policy, but wherever that policy relates to agricultural

* A statement prepared by Willard W. Cochrane, Ford Foundation
Consultant on Agricultural Plamning.



development or general economic development the discussion and analysis
will be expanded to deal with the larger and related issues. In our

view fdod; agricultural and development policies must be developed in
i .
|

concert.

The treatment of issues and p?oblems in this paver is somewhat
uneven because the writer firsy lacked the time to become thoroughly
acquainted and knowledgeable with.regard to each issue and second
lacked the time to completely integrate the various issues and pfoblems
presented,in this paper. Thus certain issues may be over-stressed and
others under-stressed., But there is no help for this if a short-term
consultant is to presenf his ideas on a éomplex subject like food and
agricultural policy in India. T@us an appraisal of Indién food and
agricultural policy is presehted in this paper even though the writer
is conscious that the appraisal may be uneven in quality and proportion

and lacking in depth and perception in many places.

II. The Issues

1. Food Zones and Food Managzements Although foreign advisors have

argued long and hard on economic grounds that food zones do not
_contribute to effective food management and result in certain
economic disadvantages, it remains a facﬁ that many Indian
politicians and most government adminiétrators and economists

believe that effective food management is dependent on the


https://presented.in

maintenance of zones. The positive position with regard, to food zones
seems to be based upon some combination o£ four arguments:
| (1) & political and administrative argument;
(2). a physical concept of the procurement which
might be called a "Chicken Catchment" theory of
proéurement; ' S

(5) a big city excess purchasing power’argument; and

(4) a cost argument.

Thé political-administrative argument runs as follows:
agricultural production and fdod'distribution are the bagic responsi-
bility of the state; this is set forth in the Constitution and the
belief is firmly held that each state has a basic responsibility éf
seeing to it that its people are properly fed; it has then a
responsibility for developing administrative procedures and government
programs for procuring food from the farmers, obtaining food from
outside of the state boundafy, and distributing it in equitable manner
within the state; to render such administrative procedures aﬁd programs
effective, it thus becomes necessary’to wall off the state from the
conflicting actions and incongruous programs of other states, In other
words, political responsibility'by a state for assuring its people an
adequate food supply, equitably distributed, forces the state tQ
behave as a quasi-sovereign natién—state, wherein it develops the
administrative machinery and the programs necessafy to achieve its

food policy objectives.
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I " The second argument, concerned with the physical procurement

of fooa, runs as follows: for the govermment to effectively procure

| .
food, either Center or state, it is necessary to build barriers around

food production areas, literally crowd that productive output into'a
corner and then catch the penned-up.§up;iy through a levy, or
requisitioning, procedure, This I ha&é'described above as a
“chicken catchment" theory of procurement in that it seems to imply
that food supﬁiies run around in an arbitrary manner, much like
chickens, and to catch that supply it is necessary to crowd it into
a corner and'grab it when it cannot move further in any direction.
The big city excess purchasing power argument is as
follows: the large number of relgtively high income consumers in the
big cities have sufficient purchasing power to suck large quantities
of food grain into the cities from the surrouhaing rural aread and
thus denude the country-side of grainj; to protect the relatively
lower-income consumers in rural areas, it fherefore becomes necessary
to cordon off the big'cities and impose statutory rationing in those
cities; by this device supplies of food grains are edualized between

the high income cities and the low income rural areas.



The cost argument is as follows: if a government, either
Center or state, has the responsibility for procuring supplies of
food to distribute to needy'people, it can procure those supplies most
economically by purchasing the supﬁlies in surplus areas, where the
surplus is acting to depréss prices, and then distribute those
supplies in high priced fcod-deficif‘areas. In other words, it is
argued that gévernment costs can be minimized by purchasing supplies
in low-priced surplus areas and distributing these supplies in higher-
price deficit areas.

This cost argumenf may have some validity in the short run.
But in so far as it contributes to holding prices dovn in the surplﬁs
areas to dis-incentive levels, it may turn out to be a high cost policy
in the long run by acting to dempen down agricultural development in
the surplus areas. Furtﬁer, as events have devéloped in India a large
proportion of the food sﬁpplies procured for distribution through fair
price shops has had to be undertaken by state gevernments in high-
priced, food-deficit states, Thus, it is debatable, which only a
thoroughgoing analysis could resolve, whether food procurement in total,
as it has occurred in India, under the zones has in fact been less
costly than would have been thé case with no zones and with é uniform
price throughout India which varied only in accordance witﬁ the.

transportation charges.
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The second argument has no validity at all, since food
grains do not run about in an arbitrary fashion like chickens but
rather are produced on recorded acreages and are stored in ObserQable
structures, which may be accounted for or be "ost!" with equal facilify
in & state zone or an all India zogedv Supplies of food grains may be
procured through purchase arrangementsain an all India zone as'reédily
as they can be purchased in a particular zonc,,and levies may bg
administered as efficiently and possibly more efficiently in all India
zone as they.may be in any particular state zone.Y There siﬁply is no
substance to this physical barrier concept.,

There may be some validity to the "big city" argument, and on
occasion a short;ge situation wight arise wherein it became necessary to
cordon off the big cities and.impose statutory rationing in those
cities. But special treaitment of theilarge‘cities, again is not

contingent on the maintenance of a system of state food zones., In fact,

YA nafion—wide levy system that is both equitable and rational is

suggested in the Report of the Agricultural Prices Commigsion on Price

Policy for Kharif Cereals for 1967-68 Season; Government of India,

Ministry of Food and Agriculture, Sept. 1967, pages 5-6e
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-the acquisition of supplies to meet the big city regquirements based
upon statutory iationing could without question be most efficiently
achieved from>a na?ional program of procurement, perhaps through
purchase arrangements,- or perhaps through é nation-wide levy. But
with effective price stabilization dhd_distribution programs, such as
will be discussed later, it is nof a foregope conclusion that special
treatment for the big cities is required. The program of cordoning
off of the big cities should be eliminated in a good crop year like
1967~68 and be re-imposed only as the excessive demands from the big
cities began to disrupt the national program of food management.
Finally, we come to the political-administrative argument which
in the view of this writer is at the heart of the whole matter, and in
g political sense is a valid argument. So long as the Indian body-
politic takes the view that feeding of its peoﬁle is basically a state
responsibility (thch seems to be held with equal strength at'both the
Center and in the states) then each state must develop the administra-
tive machinery and the programs to feed adequately the people living
within it. This means that each state must act as a quasi-nation state
with reg;;d to food production énd distribution, which in fact is what

each étate does.

—
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If food grain préduction increases more rapidly than pbpulation

growth in India on a long run trend basis, which in the spriﬁg of 1968
seems possible, the acuteness of the féod problem in India will subside
and individual states will be under less pressure to develop food
distribution progrem ;nd to take admipistrative actions to feed tpeir
poople. Given such a situation it seems likely that the food zone
concept will wither. Further, in so far as it becomes necessary to
support farm prices in the surplus states, the Center goverrment with
its greater access to finsncial resources will probably be called upon
to operate and finance such price supporting operations. Thus, to the
extent that the food shortage situatioﬁ in India is transformed into
a food surplus situation, it seems likely that the food zone concept
will simply cease to exist,

| But in so'far'as the long-run trends in(food production and
population growth a?e interrupted by bad.crop years, and food shortages
develop in an irregular and unprédictable pattern both with regard to
time and space, it could well be that the food zone idea will not die.
Rather the idea will be brought out, dusted off, and be pléced in
operation whenever and wherever a food shortage develops. In other words,
to the extent that the basic political-azdministrative argument is not
rendered obsolete and meaningless by creative leadership on.the part ’

of the Center governmcnt,.it is a distinct probability that state food

-



zones will be revived and placed in operation whenever a’shortage
situation develops.

It is thus the view of this writer that if the economic gains
of a free trade areaz in food production and distribution are to be
realized for India and the disadvantages associated-with food distri-
bution, where prices in adjoining sgates vary in an almost arbitréry
manner are to be avoided»(e.g. blackmarkets and smuggling), then the
Government of India must deal in a forthright erd creative manner with
the basic political-administrative argument which places the responsibi-
lity for agriculiural production and food}distributién within each
state. First, the Center government must foster the vigw that it %oo
has a basic responsibility for seeing that the individual family in
- - each state, district, block and Qillage is adequately fed, Second, it
must demonstrate the capacity to mount food programs that can reach the
Indian family in the largesf city and the smallest village, Third,
where all India is treated as one food zone and the economic gains from
that wide trade area are realized, the populaée must be informed of fhe
tangible results. In other‘ﬁérds, it is argued here that the food zone
concept will not wither away unless India should be so fortunate as to
enjoy a long period of uninterrupted good weather, which seems hiéhly
unlikely. Thus the elimination of the zones in periods of short supply .

will be dependent upon the ascendance of the Center government with
h
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regard to food and agricultural policies. And it will become

_ ascendant only to the degree that it convinces the body politic

that it has both the purpose and the capacity to deal adequately

with food shortage situzations.,

Stabilization Price and Stock Policy: The.foundation of an
effective food policy and managemenf»program in India must be the
establishment of an adequate sized Sfabilization Stock of food
grains: It has been stated recently by one foreign advisor that

the Government of India cannot afford an adequate size Stabilization
Stock and at times the Government of India has behaved as if it
could nqt. But if the Indian nation-state is to become indepéndent
of United States largesse and ;f it is to demonstrate to the
individual states that it has the capacitylto cope with their
potential shortage situations, the Center government must command

a Stabilization Stock ofka size which can meet the demands placed
upon it as the result of a poor crop in a particular area, Further,
if the Government of India is to sustain a continued increase in
agricultural production, it must be prepared to acguire surpluses
wherever they may develop from either exceptional weather or
technological breakthroughs. Thus,_if the Government of India is
to have the capability of supplying food grains wherever they are

needed in shortage situations to stabilize consumers food prices
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andjto acquire surplus stocks wherever they may be generatéd to
sta?ilize farm prices; it must formulate and execute a Stabilization
Stoék policy with the purpose and capacity to achieve these
objectives.

We now turﬁ to the questipn of vhat should be the average
size of such a Stabilization Stock.x The present goal of the
Government of India is to have a Stabilization Stock of % million
tons of food grains in being by the Fall of 1968; approximately
2 million tons of this stcck is to come from concessional imports
of grains from the ﬁ.S. and 1 million toris from brocurement within
India. This Stabilization Stock is over and above the pipe-line
needs of the private trade ané operational needs of the various
governments - Center ana state. It has been suggested further that
to carry the nation through the kinds of food shortage situations
that may develop in India from droughts and other forms of adverse
weather, the government should have a Stabilization Stock of as
mucﬁ as 9 million tons of food grains.

It would be comforting to have a Stabilization Stock of
9 million tons for certainly drought conditions are likely to occur
in the monsoon agriculture of India in which a reserve of 9 million
tons of food grains would be needed in_a single year to maintain

adequate supplies to consumers and to stabilize food ‘prices.
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But it is the view of tﬁis write: that for some time to come the
GOI cannot afford to build and maintain a Stabilization Stock as
large as 9 million toﬁs. A compromise position pf 5 to 6_million
tons seems to be widely accepted by qfficials of the Government of
- India and by advisors from the international community. A stock of
this size would be guickly exhausted in a bad crop year such as
1965-66, but it would enable the Government of India to mount and
operate a program to meet the food needs of its people over several
states until aid from the food surplus nations of the world could be
" mobilized. In other words, a Stabilization Stock of 5 million tons
is a minimum sized stock for meeting contingencies that zre liekly
to develop on the Indian scene. But it is probably all that the
Government of India can afford to build during the next ten years,
and it does represent a supply large enough to adequately deal with
seasonal storages and localized drought conditions., Ahd it would
enable the Government of India to cope with a general drought
situation until oﬁtside aid could be mobilized.

The cost of building and maintaining a Stabilization Stock
of 5 million tons is not small. At a procurément cost of Rs.80 per
quintal the capital cost of acquiring % million tons of grain is
Rs.400 crores (Bs.4,000,000,000). Aésuming that at least 2 millidﬁ

additional tons of storage space would need to be constructed to
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enable the government to acquire a total of 5 million tons of food
grains, the capital cost of constructing that amount of storage
" space would probably approximate 30 crores (m.soo,ooo,ooo){ The
-annual storage énd handling charge for 5 million tons of grain
assuming a charge of Bs.3 per quintal per year would amount to
,L?%iillion rupées per year, N
The capital costs of acquiring a Stabilization Stock of
5 million tons is thus very large - approaching 430 crores;
over time the capital costs incurred in the building of storage
structures woula be recouped from stofage earnings, but the capital
expénded to acquire the grain stock would remain tied-up so long as
T
.the stock was maintained. The annual storage bill of lﬁ‘ﬁillion
rupees on the 5 million tons of storage would of couise go on year
after year and represent a continuing charge to the government.
Itrand other handling and distribution costs would represent the
annual cost of achieving food price stability.
Whether the GOI realized a profit or loss on its stabiliza-
- ,
tion operations would, of course, depend upon the policies pursued
by it in the acquisition and disposition of grain. If the decision
was made to sell grain into the market below its procurement price

to stabilize consumer food prices, which could be a common practice,

the government would sustain a loss on the grain so handled. But



such a loss does not result from inefficient operations; it
|

resglts from a purposive action by.government to achieve & socigl
obj%ctive.

| The question of the level at which prices. would be
stabilized needs to be considered. &f the Government of India is
desirous of sustaining the gains\intagricultural production, which
may be observed in 1967-68, then it must meke sure that farm prices
are maintained at production incentive levels. A thorough analysis
of what constitutes a set of incentive prices needs to be undertaken
for each important food grain crop, but such an analysis does not
exist at present and the time, and resources were not available to
this writer to conduct such an analysis. Lacking such an analysis
it would appear that the recent recommendation of the Agricultural
Prices Commission of a procuremeﬁt priée of B.70 per quintal of
wheat represents an incentive price for wheat production, although -
not a strong incentive price. But the minimum level prices of
%.52 to Bs.60 per quintal are too low to induce farmefs to continue
to make the production investments that are necessary to incfease
productivity in agriculturé. Thus, it is a tentative conclusion
of this paper that the wheatvprices should not be permitted to fall
below the level of Bs.70 to Bs.75 per quintal, assuming a continuation
of the present price level. The government should take all
necessary action to guarantee that prices received by farmers do

not, in fact, fall below this level, and certainly it should not

force prices below that level in it's procurement activities.



Food grain price to consumers should.be stabiiﬁzed at this
farm level plus legitimate storage, processing and handling charges;
véry roughly these marketing charges might approach 20 per cent of
the procurement price, which éuggest a consumer price level of Rs,90
per quintal. Certainly the governmentjénd its ;gents should not try to
make a profit out of its merchandizihg operations from Sitabilization
Stock. And it should stond ready at all times to put food grains in
retail distribution channels at such a price level.

The Stabilization Stock policy has a dual objective: to
stabilize consumers prices on the one hand and stabilize farm prices
on the other hand. This means that the managers of the Stabilization
Stock may need to pour grain into retail channels when it is short

-on supplies and they may need to acquire stocks to stabilize farm
prices when it is long on supplies. In other words, the price
stabilization objectives determine the proburemenf'and disposition
operations not the other way around. The managers of the Stabilization
Stock carmot in their food price stabilization program depend solely
upon stocks acquired through farm price supporting operations, and
they cannot limit their acquisitions in price supporting operaﬁions
to those quantitieé needed for their food distribution operations.
Managers of the Stabilization Stock may be required to purchase

supplies when prices arc above the support level and sell stocks at a
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loss to achieve their food price stabiiization objeétiv@s. Angd they
msy need to take o&er stocks to achieve their farm price stabilization
objective when the totﬁl stock exceeds 5 miilion tons. The two price
objectives of the Stabilization Stock are not parallel, and managers

of the Stabilization Stock may at times have great difficulty in
harmonizing these two different prige‘objectives. No set of management
rules or merchandizing formula can be set forth here to guide the
oﬁerations of the Stabilization Stock. The menagers of the Stocks must
recognize the differing demands that stem from the differing price
cbjectives gnd manage the stock as wisely as possible to achieve both
objectives.

The Stabilization Stock operation should be viewed as a giant
balancing wheel in the food grain economy pouring grain supplies into
commercial channels -as needed fo stabilize consumers price level and
withdrawing supplies at the farm level as needed to stabilize prices to
farmers., And the menagers of the Stabilization Stock must try to hold
the level of grain supplies in the Stock at a height such that they may
at all times be able to release supplies into the market to achieve the
consumer objective and withdraw supplies at the farm level and place
them in stbrage to achieve the farm objective. This is no easy task,
and it will never be achieved to perfection, but in broad measure it

~

must be done.
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The purpcse of the Stabilization Stock opera%ion which we have
bee? describing is obviously not to meke a profit, It is to achieve
theistabilization of consumers price. and farm price through the
acquisition and disposition of food grain supplies.‘ In realizing
this objective the stock operation ﬁéy on somé occasions ﬁake a
profit znd may on other occasioné sustain heavy losses, But éhe
criterion.for Judging the effecti&eness of the stabilization
operation should not be the magnitude of its profits cr losses; the

criterion should be its effectiveness in stabilizing prices.

Food _Distribution Policies: Even if the policies and programs to

stabilize food grain prices to consumers are successful, there will
still remain an important segment of the Indian population with
income so low that they cannot afford to purchase an adequate diet
at the price level suggested above, One approach to the problem
might be to pursue a lower food price level to all consumers, But if
this were done through a govérnmcnt subsidy the budget costs would
be exorbitant, and equally important, the majority of Indians can
afford to purchase food greins at the price level suggested above.

S
And if a lower food price level were achieved by grain requisitioning
procedures, which forced farm prices to lower levels, ggricultural

development would be choked-off, and/or a large proportionAof grain

would start moving through the blackmarket. It is recommended
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therefore that a special food distributién program be designed to
subsidize the cost of food grains and possibly other protein food
to the very poor. More specifically it is suggested that femilies
living in extreme poverty‘be issued a ration card with which they
can purchase food grains and possibly certain high protein food at
a substantial discount below the frée market price. The food items
purchased on such a ration card might, for example, be priced at
something like 75 per cent of the going market price.

Since extreme poverty is the cause of inadequate consumption
in this case, the sole criterion for issuing ration cards would be
income, or lack of income. All families falling below a certain
level of income would be issued ration cards with which they could
buy food grains and certain protein food at & substantial price
discount. The identification of participant families in such a
distribution program is no easy task in a country of wide-spread
poverty like India. But it is suggesfed that participation be
limited to families that are not subject to income taxation in
urban areas and to landless laboring femilies. Experience might
suggest that participation would need to be limited further, but

the above identifiable groups would seem to be a place to begin.
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In the view of this writer the food price stabili;ation 6bjéctive
could be achieved through ﬁhe release of supplies through private
marketing channels in which competitive forces were relied upon to
hold'food Prices at the stabilization price level objective. If this
- procedure were accepted, the ”fair\prgﬁe shops" which are now used as
the outlet for achieving both the sfdbilization and distribution
objectives could be limited to the brovisicn of food supplies to
consumers with ration cards at a price discount. 3But if the view is
accepted, wﬁich seems likely, that competition in the private trade
danno£ be depended upon to achieve the price stabilization objectives,
thén the fair price shops would need to remain the outlet through which -
the stocks were released to consuﬁers tg hold prices at the stabilization
level.

In this event it is strongly recommended that a separate set of
food shops, probably governﬁent operated shops:which might be called
"food ration shops'", should be established to distribute food supplies
to low income consumersvat a price discount. If the food shops under-
taking these two different retailing roles are not separated in space
and personnel it is likely that the distribution program will be
confused with the staﬁilizgtion program and that all sorts of
inequitous and illegal écts would develop. In short, it is argued here

that the program persomnnel and the food shops concerned with providing
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low income consumers with food at special prices must be separated
from the free market as cleanly as possible, if the distribution
objective 1s to be achieved.

It should be recognized thit the provision of food grains
fo vuinerable low income groups a%xa,special subsidized price will
incfease the consumption of food grains on the paft of these groﬁps;

p
this is the expressed purpose of the program. Stated differently
the effect%ge demand of the wvulnerable low income group will be
expanded by this type of program, hence increase the total demand for
food grains relative to supply. This means that food prices in the
non-subsidized sector of the market will be somewhat higher than
without such a distribution program.

Since the Stabilization Stock operation has the
responsibility for procuring food grains, storing them and releasing
them info the market to achieve the price stabilization objective,
it is suggested that this operation also provide the supplies to be
released to the food ration shops to achieve the distribution
objeétive. This is suggésted for two rezsons: firstiit would seem
unwise to.develop a duplicate food grain handling organiéation to
acquire, store and provide stocks to the food ration shopsj second,
the opportunity to move food grain stocks through the food raticn

shops on a regular and .continuous basis would make it possible to
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turn over and freshen the grain supplies held in the Stabilization
Stock. In other words, a continuous mo?ement of the grain from the
Stabilization Stock to the ration shops to achieve the distribution
of objective provides an effective means of keeping grain supplies
in the Stabilization Stock in good\dqndition. Thus the pursuit of
the distribution objective contributes to the achievément of an
effective and rational stabilization stock policy.

This kind of distribution program would not, however, come
cheap, If we are thinking about a program that réachqs 25 per cent
of the population of India,g/ or 130 million people, for a daily per
capita consumption rate of 15.6 ounces, where the subsidized price
to the consumer is 75 pcr cent of retail wheat price of Bs.90 per
quintal, the total costvof the subsidy runs to 470 crores per year.
This is a very large program expenditure relative to the resources‘of
the Government of India, and suggests the nature of the problem of

dealing with poverty in a densely-populated, low~income country like

g/ It has been suggested by Baj Krishna that some 25 percent of the
Indian population might fall into this vulnerable grouping,
"Government Operations in Food Grains" Economic and Political
Weekly, Vol.II, No.37, Sept. 16, 1967.




- 22 o

:/ ,
India., But some kind of a program to help the very poor improve
theiridiets is necded and should become a part of the food policy of

|
India. The coverage of such a program in terms of number of persons
and the amount of subsidy per unit purchssed are points to be decided
upon after the relevant informatioﬁ\has been carefully considered, as
well as budget constraints, hbut it is clear that any food distribution
program aimed at helping the very poor could easily run to a cost of
200 to 300 crore per year if it were to make any significant impact

on the problem.

Concessional Import Policy: If the long run trend in the production

of food grains outraces the long run trend in population growth, so
that the per capita availability of food grain increases over the

next two decades, both the Government of India and the Government of
the United States should give thought to tapering off imports of food
grains under concessional terms (i.e. PL-480). PL-480 imports have
beep invaluable in the past in bqying time to enable‘India to increase
food production, and they have been invaluable in meeting critical
shortages arising outl of drought conditions. But & production
revolution is now occurring in food grains and 1967-68 has been an

excellent crop year. In sum, the food situation has improved
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dramatically, and if this improvement is sustained over, the next two or
three years, it is suggested that PL-480 imports in the future be limited
| .

to two;situations.i/ First, to assist the GOI to deal with extreme and

t .
widespread food shortages arising out of widespread drought such as in

1965-66. Second, to assist the Governmgntlof India to rebuild its
Stabilization Stock quickly following'an unforeseen drain upon it. In
this view we would not_exﬁect concessional imports to continue on a
regulér bagis on the level of 5, 6 or 7 million tons a year. On the
contrary we would expect concessional imports to fluctuate widely - rising
to perhaps % or 4 éillion tons in ; year following a bad drought and
dropping off to near zero in normal crop years,

The time has come for bhoth India aﬁd the United Siates to
reassess the concessional food import policy.‘ The production develop-
ments in food grains, which are nowltaking place, give promise of pushing
tne out-turn of food grains ahead of population growth in the long run

future; if this promise is fulfilled the continuous importation of large

guantities of food grains under PL-480 would be a mistake for both

countries. Continuous heavy imports under PL-480 would operate to depress
farm prices and to dempen the Indian will to develop its agriculture, and
it would lead Americans to a false notion of food needs in India. Thus,"

fhought should be given to a new role for PL-480 imports in India.

j/ And a possible third use that will be discussed in the section on
landless labor.
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5. Role of the Food Corporation of India. The Food Corporation of

India has gained a wide experience in the past three years acting as
an agent of the Cenfer and state governments. For example, it
.purchased over 17 lakh +tons of food grains between the 1lst of
December 1967 and lst of March 1968, But the FCI has failed to
become the pre~eminent agent for acquifing, storing and distributing

food grains on government account in India.

It has failed for & number of reasons vwhich include the following:
first the leadership in the Corporation has often taken a view that
the Corporation should operate only where it 1s assured of making &
profit; limiting its operations to those times and places, obviously
limits its effectiveness in achieving the stabilization and distribution
objectives described above. Second, the political-administrative
-argument for placing the responsibility for thé production and
distribution of food in the étates, has on éome occasions caused the
FCI to be excluded from operating within a state and has on almqst
every occasion caused the operation of FCI to be at sﬁfferance of the
state. In cther words, the FCI has been able to operate within state
only at the invitation of the state and in accordance with the
conditions laid down by the state. The FCI has not been able to operate
es a giant balancing wheel in the Indian ecconomy pouring food grain

stocks in the market whenever and wherever they have been needed and



Department with the Cﬁéirman of the FCI reporting direétly to the Food
Secret%ry._ But since the FCI will have a responsibility for stabili-
zing fgrm prices as well aé food pri;es, and hence be deeply involved
with agricultural policy as well as food policy, it is suggested

here that the Chairman of the FCI r§po;£ directly to the Minister of
Food and Agriculture (or directly to.é Secretary-General in the
Ministry if that pést should be created) with the recognition that

the Chai?m&n of the FCI would work closely with the Secretaries of the
Food Depertment and the Agriculture Department in conducting the

affairs of the FCI.

In other wofds, it is suggssted that the operations of the FCI
be made consistent with the policies developed in the Departments of
Food and Agriculture; and that this consistency be achie&ed through
close working arrangements with the Secretaries and those two
‘Departments. But in this view the Chairman of the FCI would Be
admini stratively responsible to the Minister (or to a Secretary-

General if such a post should come into being.)

This recommendation is not made to encumber the operations of the
FCI with the dead hand of bureaucracy; it is made to create an operating
agency with the capacity terxecute the food management progranms of
the Center Government. In its new charter the‘FCI should be given

the authority to hire experienced personnel directly from the private
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trade to enable the organization to operate efficiently in the pursuit

of its objectives.

6. Role of the Agricultural Prices Commission. As matters stand the

role of the Agricultural Prices Commission is somewhat anomolousi

To some the Agricultural Prices Commiégion is an independent body
giving advice to the Center and state governments on agricultural prices.
-To others the Agricultural Prices Commission is a part of the Ministry
of Food and Agriculture and reflécts the views of that Ministry. In

the view of this writer 1t would be desirable to define more clearly

the role of this Commission and to widen its field of responsibility.

(.

One approach to finding a clear and effective role might involve
making the Agricultural Prices Commission an official unit of the
Ministry. In this role the Commission would lose whatever independent
status it has now and provide &advice and counsel to the Minister and
the Secretaries of the Food and Agriculture Departwments. It might, for
example, become the unit to prepare an Annual Food and Agricultural
Plan, which will be Qiscusséd later. But there are numercus and varied
Jurisdictional and bureaucratic problems in folding the APC back into the
Ministry.' And there are at least two major reasons why APC should not

be made an integral unit of the Ministry‘of Food and Agriculture.
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First, 1f the Directorate of the Economics and Statistics is
strengthened and performs mcre effectively, this Directorate should
provide the confidentiael staff work required by the Ministér and the
Secretariés of the Food and Agriculture»Deﬁartments. Certainly this
will be true if the Economic Cell nbwapeing established within the
Directorate to do policy oriented research and staff work becomes &

viable unit.

Second; there is need for a prestigious, independent organization
’to review and appralse the Food and Agriculture policies of India and
report these appraisals to the body politic. Thus it 1s the
recommendation of this paper that the Prices Commission be made a
completely independent agency -~ independent in &ll respects of the
Ministry of Food and Agriculture —- with the responsibility to review
and assess all aspects of Food and Agriculture policy and report
reriodically to the Union Cabinet its findings and conclusions. In
this position the Agricuitural Prices Commission would not necessarily
reflect the policy views of the Ministry of Food and Agriculture and it
would not be limited to price gquestions; it would provide a periodic
and independent assessment of Food and Agriculture policies and programs
to the Cabinet and such assessments would be made available to the

public in printed form.
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T. Research and Resource Development. If the production increases

brought about by the High Yielding Varieties brogram are to be sustained
and widened, research and resource development in mény areas of agri-~
cultural producticn must be strengthened in India. Three production
areas come to mind in this éonnection;

(1) all aspects of water manageméht;

(2) all aspects of plant protection; and

t

(3) intensified research in high yielding varieties,

especially in the coarse grains.

Close control of irrigation is a-key factor in the success of the
new agricultural technology. The high yielding varieties program has
had 1ts major impact in areas where irrigation facilities are well
developed. Additional knowledge of the availability of ﬁater, desirabie
practices in the use of water, and the conservation of water is vitally
needed 1if the gains in agricultural productioﬁ of the pagf few years are
to be sustained and extended. Water research is needed in all areas of
the country, but one obvious example is & comprehensivé, coordinated
survey of the ground water resources of the Gangetic Plain. Another
sﬁecific need 1s for research régarding the most economical water
management practices for improved/crop varieties. Steps toward getting
this knowledge are being taken by the‘Go#ernment of India, but these

steps are still small relative to the need for scientifically organized



data and information about the role of water in a technologically
changing sgriculture.

Once a body of scientific knowledge has been developed with regard
to the availability of water resourgesvénd the manégement of those
resources with regard to agronomic aﬁd economic criteria;there will
be need for various kinds of public actions; these actié;s might range
from regulations governing the spacing of tubewells to new authorities
governing thé distribution and allocation of water to public investments
in power lines, canal systems and irrigation works. But before major
nev investments are made in providing water to farmers it is imperative
that a body of scientific knowledge be bullt up to guide those

investments.

The steps already taken toward a modern agriculture make research
on all aspects of plant probtection much more important than in ﬁraditiopal
agriculture. A high ylelding, close growing, crop provides a more
hospitable environment to both insects and diseases, to say nothing of
the food it provides for rats, birds end other pests. Presently
unimportant insects which adaptIWell to the new varieties could become
serious problems in several shqrt years. This has happened in other
countries and could easily happen in India where climatic conditions

are favorable. Knowledge of specific means of cormbating these problems
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must be generated to complement the development of new varieties.
Besidds strengthening research in plant protection, action must be
taken to ensure the production of required chemicals and their proper

distribution and utilization by farmers.

~

" Tt must be recognized that only an active breeding program will
ensure that varieties resistant to evér-adapting plant disgases will
be available when needed. The Government has taken an important step
in impleﬁenting the All-India Coordinated Rice Improvement Scheme, but
similar programs for wheat, maize and the millets have yet to be
approved, and the resulting delay means that the breeding work necessary

to stay ahead of the plant diseases will be delayed.

The important breakthroughs in crop yields to date have occurred
primarily in wheat and rice grown under conditions of effective water
ménagement. An active coordinated breeding program in rice and
extensive wheat research give the promise of this continuing. However,
only two varieties of jowar and one of bajra which give gubstantially
higher yields on unirrigated land have been developed. The termination
of the Project for Intensifigation of Regional Research on Cotton Oil-
seeds and Millets, and the apparent reluctance of the Government to
approved coordinatéd research projects for Jowar and Bajra mean that‘

research funds for these important dry land crops have stopped flowing.
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These programs must be approved becaﬁse the development of crops and
varieties that consistently yield more under dry land conditions is

a vital need for the vast unirrigated farmiﬁg tracts of India.

Research and resource development is the engine of a modern
sclentific agriculture. This has béehaabundantly demonstrated in India
in the new varietal developments in wheat, rice, hybrid jowér and
hybrid bajra. The paée of agricultural growth is closely tied to the
new varieties, so the resources for development of the required varietieé
of éll_importantlfood crops must be made available, And further 7
developments in production to match those of the lagt few‘years are

absolutely dependent upon the further development of plant protection

techniques and materials and water resource management.

8. Marketing of Farm Products: The institutional organizations for

marketing agricultural commodities in India are antiquated and obsolete.
Td the foreign cbserver, 1t seems highly unlikely that the obsolete
marketing system will be capable of handling the surpluses that are
likely to develop in wheat énd rice in the better producing areas of
Indie in the near future. This lack of cepability for handling the
greatly increased marketable surplus in the wheat end rice producing
areas will be reflected first in low priées to farmers and secoﬁd in

increased wastage and spoilage. If the production gains of the past
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few years are to be maintained and non-ferm consumers are to reap

the benefits of these gaing, a marketing system which can effectively
concentfate the prbducts of millions of fermers, grade those products,
storage them and distribute thgm in the cities must come into being;
the anclent marketing system of India must be transformed into a

modern one. ~

One step in the direction of a rational marketing system involves
the elimination of the food zones so that farm products may move from
surplus area to deficit area in the most economical manner rather than
through bllateral trading arrangement between states. The second step
in the development of a rational marketing system is the development of
& Food Corporation capable of skimming off burdensome surpluses in the
best producing areas, storing that grain in modern efficient
structures, moving that grain in e rational low-cost pattern and

marketing it in the chronically deficit areas.

But more is required here than improved governmental operations.
Private marketing organizations with modern efficient structures and
equipment, with adequate c?edit, and with far flung trading connections
will be required to market the bulk of the crop. The time has come to
stop maligning the private trade and to help it develop the rhysical
and institutional orgenizations that arélbasic to an efficient

marketing system., This means that technical assistance to the private
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trade with regard to storage, movements and processing is in order;
new sqﬁrces of credit are réquired; and new institutions rmust be
devel%pea such as irproved market news, all India grades and
standérds, regulated markets #nd so on. The time has come to stop
dealing with private traders as if theyﬂwere rdbbers and assist them
in a manner comparable to the aséistance given to qultivators,

because it is almost certain that the bulk of the food grain will in

future, as in the past, be hendled by the private trade,

The‘question may he asked: Hoﬁ is the privete trade to be
policed so that it does not gouge the farmer on the one hand and
consumer on the other. The best solution, the countries of the West
have found, is competition. Again much, or most, of this competition
must come from the private trade itself (i.e.,from - competition among

the private traders).

But farm cooperatives can play & role in this connection. The
introduction of and the maintenance of an effective cooperative
marketing organization can provide competition to the private trade
and guarantee that trade practices will be fair to both farmer and
consumer, aﬁd hold rates of prbfit to & minimum, Thus, it is
appropriate that the Center and the state governments confinue to
assist farmers in developing cooperative organizations to market

their ﬁroducts. But in this connection the various governments



should guard against squandering large sums of money oﬁ~the develop- '
ment of magnificant storage and processing structures when the

” associationsAlack the business "know-how" to operate them in a
productive and efficient manner. Cooperative marketing associastions
'shoﬁld be fostered and supportéd but tﬂey should not becéme government

pets on which scarce resources are dbﬁingly spent.

The goal of governmental agsistance to cooperative.marketing

~organizations should be independent operating stafus at the earliest
opportunity. Size is not the important consideration here.
JIndependence of operation is the important objective. And, once a
set.of efficient independent cooperative marketing associatlions are

in business and an efficient all India Food Corporation is in

business, the private trade will be provided with sufficieht competition
to keep it honest and make it efficient. But inefficient‘and pampered
cooperétives and an inefficient lirited Food Corpofation will not
provide the competition that 1s required to keep the private trade

honest and to make it efficient,

9. Agricultural savings, tax policy and development needs: Without

improved ferm management data, and income and expenditure data by size
of farm, it is difficult to know what may be happening in India with

regard to farm operator earnings and savings. But from guess estimates
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and deductions on the part of this writef it would appear that, at
present procurenent prices for wheat and paddy, the laréer farm
operatqrs must be making sizeable profits., It is hypothesized that
those %armers operating }5 acres or more, who have adopted the new
wheat and rice varieties and‘have reasonably good access to water, are
making large profits and have the cgpaﬁélity of making lafge savings.
It is’prdbably the case that most smaii farmers (i.e. those operating
less than 15 acres) are not at present procufement prices making good
net returps; in fact, the very small farmers may be having a difficult
financial time because of the fising input prices. But the polnt to
be made here 1s that some per centage of farm operators, perhaps 15
per cent, perhaps as mich as 25 per cent, have in the past several
years enjoyed very good net retugns, hence represent an important
source of saving to the Indien economy. ”

It is further generally recognized that texation in agriculture,
either via & land tax or income tax, is almoat non-existent. Therefore;
the various govermnments are doing nothing to capture the savings that
must be flowing to the larger farmérs. One solution to this problem
would be to-further lower ﬁrocurement prices to farmers. But this seems

unwise for at least three reasons. First, lower procurement prices

would squeeze the small farmer badly and he for the most part is already

in financial difficulty. Thus the majority of farm cultivators would be
hurt by such a price policy. Second, the lowering of procurement prices
and the reducing of net returns to the larger, more aggressive farmers

would slow down the development process on these farms and slow down
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ghe potential rate of growth in agricultural production. Third, a
substantial flow of savings is belng created at the present farm'
price level,'and constitutes an important source of financial
resources for use iﬁ development, if‘thpse resources could somehow

be captured.

Thus the problem posed for those respdnsible for general economic
development in Indla is ~- How may the flow of éavings on large farms
at present product price levels be captured and used to support the
development efforts of the economy? Perhaps the most effective means
for capturing those financial resources would be to develop scme sort
of a development corporation, in which the farmers had confidence and
t0 which they would lcan their savings at acceptable rates of interest.
This is one way and it should be explored. But as a matter of equity
-and of economic need it would seem proper for the Center and the state
governments to 1e§y a tax on agriculﬁure to capture some part of the
economic surplus that is being generated on the larger farms in India.
Ideally, this tax should be income tax so as to miss the little farmer
_who is not prospering, and to capture the relatively large net returns
going to the large farmer. But if an income tax is administratively
impossible 1in agriculture, as some argue 1t is, let us suggest a
graduated land tax in which tak rates per acre increase Wifh the

number of acres operated., This form of taxation has the further
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advantage that it promotes production efficiency; all gains in
produétive efficiency, hence all gains in returns, once the tax has

i

i
been levied are held by the operator.

Tt is not the purpose of this paper to discuss where the saving
surplus extracted from the larger f;fmers should be invested in the
development process, but it is well-known that the indusfrial |
sector of India has been growing at a slow rate in the past several
years ané that there is much.under-employment and unemployment.in
that sector. Development policy would, thus, seem to dictate thaf

these savingé be captured and invested in the industrial sector to

increase production and employment there.

10. The problem of the Small Farmer: The small farmer in India is

in trouble. bHe is not sharing proportionately with the large farmer

in the'production revolution that is taking place in wheat, rice and
maize production. Since he is not sharing in these production
developments he is not increasing his prqductivity to any important
degree, not improving his income poéition, and not contributing to a
solution of the food problem in‘India. Further, since his pfoductivity
is not increasing significantly and the cost of all the new inputs, as
well as lend, are rising rapidly,the small farmer in India, as in

most parts of the world, is being squeezed financially.



The small farmer is in trouble for a number of reasons. First and
most important in view of this vriter, he lacks the managerial
experience aﬁd capability to operate successfully in the modern
commercial and technologlcal world ofvagricﬁlture. A high degree of
management skill is requiréd to tfhngform a farm from one based on
traditional practices to one based upon modern scientific processes,
and to undertake the commercial transactions for acquiring the new
'technologies and resources and for marketiﬁg the resulting product. The
small farmer typically lacks the management skill to successfully carry

out both of these undertakings.

Second the small farmer 1s confronted with a resource prbportion—
elity, or scale, problem which is not easily solved. A modern tractor
or thrashing machine or tube-well is typically too large relative to
the ascreage of a small farm to combine into an efficient operation.

A modern tractor or tube-well may need to be combined with L or 5
small farms to work into an efficient operétion. In sum, modern units
qf agricultural technology are often too large, relative to the scale

of operation of a small farmer, to be efficiently incorporated into his

operation.
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Third, the financlal resources of the small farmer are extremely
limited and hence restrict the small farmer in the acquisition of new
inputs and new technologies. Further, as his financiel condition
deteriorates with rising factor pricés the ability of’the small
famrer to adopt the new technologies and transform his farm into a
modern operation is diminished. In sﬁm, there are numerous forces
working against the small farmer in the modern scientific-commercial
setting, which must be overcome if‘he is not to be squeezed and

squeezed and finally liquidated.

What all this means to tﬁis writer 1s the following: If the
small farmer is to be saved through increased participation in the
modern development process, the responsible agencies of the Center
and state goverhments must find a way first to improve his management
capability, second to resolve the resource scele problem and third,

to make greater financial resources available to him.

This means that more development resources mst be devoted to
strengthening the manageriai capabilities of‘the small farmers.

This 1is a slow and costly process since it must involve the provision



of more and better general education on one hand and strengthening
specialized technical and business assistance onvthe other. It

can ée done but the cost of providing the increased technical and
business assistance at the farm'leve}ﬂfor millions of farmers

will be large indeed, ahd upgrading general educational services

ié both slow and costly.

The resource proportionality, or scale,_probleﬁ nay be
solved %hrough éither formal or informal cooperative action. A
~cooperative association might for exasmple provide custom ploughing
and custom harvesting for its small farmer members, or a private
" firm might undertake to provide these services for a group of
snmell farmers. And perbaps an organizational arrangement could
be established, with rules governing the allocation of water,
whereby a number of small farmers might go together in the
sinking of a tube-well for their joint use. Again the problem can
be resolved, but an extra effort on the part of both government
and farmers will be required to find the formula vhereby large
units of modern technology can be efficiently cormbined into the

productive operations of a number of small farms.



;Finally, at an additional cost additional credit resourées can
be m%de évailable to small farmers. The additional cost wili involve

!
two . components: (1) the additional financial resources themselves

to be extended to small farmers and (2) the additional administrative

cost of providing technical supervision along with the credit.

The problem of the small farmer is not going to solve ifself
with the passage of time. The forces outlined above can only result
in an iﬁtensification of the problem of the small farmer. Without
nmassive applicatioﬁs of the kinds of assistance described above the
small farmer is going to be squeezed and squeezed and ultimétely
Jiquidated in India aé he has béen and 1s being liquidated
throughout the western world. Thus, a very great problem confronts
the Center and the state governments of India with respect to the
shape and structure of the agriculture in the futuré; and unless the
governments'and agencies concerned are willing to undertake masgive
efforts to help the small farmer confront the forces described above,
the small farmer will fall farther and farther behind in the
development race and ultiﬁatelyAlose‘out to the aggressive larger
farmers., What all this means in terms of social problemé, employment
and social structure in a country such as India is beyond the

comprehension of this writer.
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11. The Problem of Iandless Agricultural Isbor: In some respects
.
this/is an extension of the small farmer problem, but it is more

idifficult because these people are mired so deeply in poverty and
ére so totally lacking in resources to extricate themselves. These
are the pborest’of the poor. Estimgtes of the_number of landlessA
agricultural workers vary widely, bué a rough projection of 1961
census data ylelds a figure of some 30 million workers as of 1968,
and = figufe for workers and their dépendents of 60 to T0 million
persbns. Further, if our analysis of the plight of the small
farmer is correct the total number of landless labour (whatever the

true figure may be) will be increasing in the years to come.

Wages rates for agricultural lebor have increased modestly in
some production areas, but in the main and to a more extreme degree
than in the case of ?he small farmer, members of this group are ﬁot
sharing in the gains of the production revolution in wheat; rice and
meize. In other words, developument activity in agricultural production ‘
is widening the income disparity between small farmers and landless
laborers on one side and the larger, more aggressive farmers on the
other. The gains in productivity, hence income, are so specatacular‘
on the larger graln farms as chpared with wage increases by
agricuitural labor that the income disparity between the two is

widening rather than narrowing. As this disparity becomes more
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evident anﬁ is drametized, it is certain to lead to social unpheavalg
in rural India. This conclusion is not based on an intimate knowledge
of living and working conditions among landless agricultural laborers;
it is based on the straightforward proposition that millions of
poverty ridden people wili not stand\%y and wétch a relatively few

pergons living in close proximity become richer and richer and do

nothing ebout it.

The only solution to this problem is an increased number of more
productive non-ferm jobs. If the private non-farm sector can provide
these needed jobs, éll well and good. But employment and output
- developments in the non—farm-sector have not been reassuring iﬁ the
past few years. Thus, it is suggested here that the GOI undertake
really large séale public works programs of road building, dam
building and irrigation works building to provide'alternative and
higher paying employment dpportunities»to landleés laborers as well
as the unemployed in urban areas. In part these large scale public
works programs might be financed by PL 480 imports (this is a possible
third use of PL 480 imports). PL 480 grains might be paid directly
to workers on public works pfojects as a wage good ag part of their
wage; but a more acceptable procedure would probably involve the
workers receiving a’money wage which they would use in part to
purchase grains supplied ﬁnder PL 480. Either way, PL 480 imports

could defray some 30 to.4O per cent of the costs of the projects.
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The Important point to be made here is the following: those
persoés living in rural areas that are being‘by;passed by the
agricélturai production revolution (i.e., the small farmers and
the landless iaborers) mist be assisted by the Government. In the
previous section we suggested ways to'ﬁelp the small farmer; in this
section we suggested ways of helpi;g\ﬁhe landless laborers. These,
or other programs of equél effectiveness, must be undertaken, if

the spectaculer developments in agricultural production are not to

lead to ﬁnrest, despair and possibly civil strife in the countryside.

12. Annual Food and Agricultural Plan: This 1dea grows in bart cut
| 7
of the National Food Budget idea and in part out of the belief of

this analyst that it is important for a developing country to take

e careful look at its total food and agricultural position each year;
look at each piece of the production and,disfribution puzzle; see how
the many and varied pieces fit together; and perhaps re-design the
entire puzzle if it feils to meet the developmentlgoals and requirements
of the country. in other words, it is argued here that the production
and the distribution goals of a country sﬁould be assessed against the
resource and organizaticnal avallabilities in total, and by relevant
segments, to ascertain whether those goals are attainable and &t

vwhat cost in terms of resources.and organization,

&/ See Report of the Food Grains Policy Committee, 1966, Ministry
of Food and Agriculture, March 15, 1966, pages 26-30.
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The development of an Annual Food and Agricultural Plan might -
" proceed as follows: (1) set forth the food requirements for the
nation by principal commodities, and geographic areas if the latter
is relevant to the problem; (2) given the farm produétion coefficients,
specify tﬁe resources required by principal category, to produce the .
bill of agriculturai goods set forthbin (1) ebove; (3) specify the
organizational units and changes in organizationél units required to
produce and distribute the bill of goods set forth in (l) (we have
in mind here such orgénizational units as the Food Corporstion, credit
éooperatives, private marketing organizations and research organizations);
(4) teke account of exports and imports, stock changes, and such
deductions from the gross food suppl& as feed and seed requirements
end spoilage and waste; (5) ascertain the budgetary cost and manpower
requirements of (2) and (3); (6) ascertain the extent to which the
above components in the annual plan are congistent with one another
and are feasible from the point of view of the available resources;
(7) review and revise the Plan in an iterative process until the
plan is internally consistent and physically and economically

feasible. ‘ ' :

The development of an Annual Food and Agricultural Plan would
necessarily involve personnel and units from the Ministry of Food

and Agriculture and the Planning Commission. The orgenization

~
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for developing this plan might teke one or two forms: (1) place tﬁe
leadership for developing the Plan in the Planning Commission with
assiétance to be provided by the Ministry of Food and Agriculture or,
(2) place the leasdership for developing of the Plan in the Ministry of
Food and Agriculture with assistance‘fé be provided by the Planning
Commission. There are advantages\ahd disadvantages from both of
these orgenizational arrangements, bﬁt the preference of this writer
is for the latter arrangement in which leadership is centered in tﬁe
Ministry of Food and Agriculture: This preference is baéed upon the
belief that the Ministry should be in the best position with respect
to solid facts and data to do short-run detailed planning, and thé

Commission is in the best position to do long-range inter-sectoral

planning.

Two further points need to be ﬁade. First the Annual Food and
Agricultural Plan should bé‘developed prior to the annual budget of
the Union Government that is presented to the Parliament, so that
program features and cost elements of the Annual Plan could be
incorporaﬁed into the Govérnment's budget. Second, it 1s assumed
here that the Annual Food andvAgriculturalelan would be formulated
. within the general guidelines laid down by the Planning Commission

in its long-run planning efforts.
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ITY. Food and Agricultural Policy under Sus-
tained Food Grain Surplus Conditions,

This i1s the happy situation for food policy and the difficult
-situation for agricultural policy. We are assuming in this situation
that food grain production for all India ﬁill on a sustained basis
outpace the growing demand for fobd»grains, the per capita availlability
of food grains from domestic production will increase steadily, and
that there will be some dovmward pressure on farm priées.- More
specifically we are assuming an annual rate of increase in‘
production of 5 per cent or more. The extent of the downward
pressure on farm prices will depend on policies adopted with regard
£0‘PL h80.imports; if those imports are tapered off sharply the
dovnvard pressure will evaporate; if they are tapered off slowly
there should be a chronic downward pressure on prices. Until
recently it made no sense to consider this poséibility,'but the
productiog revolution in Qheat and rice has changed the outlook
fadically. There is now some possibility, although certainly not
a p;dbability, that a chronic surplus condition could develop in

food grains in India.

Given this situation it is reasonable to expect that the food
zones would wither away since individﬁal-states would no longer feel
compelled to scramble for short supplies, or build a wall around

their surplus areas, in order to feed their own people. Thus, an



- 49 =~

all India view polnt with.regard to food policy and food management

would be the probable result in this type of situation.

The need for a Stabilization Stock policy, however, would not
wither away. Emphasls in the.management of the Stabilization Stock
would shift from one of food price stabilization to farm price
support. If farm prices andjincomesiﬁere to be protected and a
rate of increase in food grain pfoduction sustained that exceeded
the rate of érowth in the demand, théAFood Corporation would be
required to enter the market year after year in the princiﬁal surplus
areas to syphon off the price depressing surpluses and thereby stabllize
farm pricgs. In this situation the Government of India would need to
begin ﬁo think about developing export markets for its surplus grains,
since it could not operate a stabilizgtion policy indefinitely in
vhich suppliés flowed in’but'did not flow.out. India in this
situation would find herself.in the.same position as the United States,
and would need to find wéys and means of disposing of its surélus

grains.

The development of_chronic surplus conditiqns in India'with
regérd to food grains would not, however, éliminate poverty., There
would still remain millions of Iﬁdians within the incomes so low that
theyAcould not afford to purchgse ah&thing~approaching an adequete

diet. There would, therefore, remain & need for a sizeable
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-dlstribution program in which food grain supplies and posslbly other
protein foods were sold at a subsidized price to persons living in

extreme poverty.

This kind of distribution progran would provide one outlet for
the stocks accumilated under the farm price support operations.
Whether this form of domestic disposition would absorb the net inflow
of food grains‘into the Stabilization Stocks from the price support
operations Wouid, of course, depend upon the size of the price support’
operation on the one hand and the size of the.food distribution
program on the other. 1In any event, there would remain a need for
this kind of distribution program in the situation under consideration,.
and 1t nicely complements thelstabilization program. In fact, the
argument makes more sense tﬁrned around: the farm price stabllization
programs in a chronic surplus situation would make it possible for the

first time to significantly improve the diets of the very poor.

In this situation the need for concessional food grain imports
would be reduced or eliminated, although there might be a question
as to how quickly such imports should be phased out. And as indicated
above the Govermment of India mighf in time find 1t necessary to

consider the problem of concesslional exports.
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Ve havé considered in this section the possibility of a chronic
food grain surplus condition in India, becausevthe production
revolation in wheat and rice of the past two years gives this
pogsibility some degree of realism. Bub if a situation develops
in India in which food grain productiéh outpaces on a sustained

basis the growth in demand (compoundéd of income and population

growth) it will only come about becauase the Government of India

has cormitted the resources to the production of fertilizer and

eguipment, to research bn new varieties and plant protection, to the

provision and management of water resources, to the extension of

credit, to the establishment of an efficient marketing system, and

to the effectuation of incentive farm prices, and hag developed the

organizational structure in each of these subject areas that enables

the production developments of the last two years to widen and encompass

more and more farmers and to be sustalned through time., In other words

& chronic surplus condition in food grains is not going to come about in
India through magic; it will only come about to the extent that the
resources are committed and the organizations are fostered which can
support this development. Thus the emphasis on agriéulture production,
marketing and research will not be lessened in this situation; on the
contrary the situation will emerge only if efforts in‘these areas afe

expanded and made more effective.
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The basic problem of the small farmer discussed in Section II
will not be lessened under this situation. It is anticipated that
the principal production developments which led to the surplus
situation under consideration, occurreg on the medium to larger
farms and that the production and income gap between the larger
farms and smaller farms will if anytﬂing have widened. Therefore
all of the‘remedial measures discussed in Section IT would need to be
undertaken in fhis situation, if the basic position of the small
farmer is to Be improved. To repeat the production and income
plcture of the small farmer will not improve by ifself; it will be
improved bnly to the extent that the Govermment formulates and pursues

a poéitive policy to ald the small farmer.

Similarly the economic position of landless labor will be improved
only to the extent that govermnment tekes positive action to improve
the lot of these people. With no actionjthe relative income position
of landless 1labor is likely to deteriorate under this situation.

IV. Food and Agricultural Policy under Chronié
Food Grain Shortage Conditions.

Until very recently this is the situation that most observers
felt would Sbtain in India for the next several decades and it is
gtill a distinct possibility. If for example, India should pass

through a long cycle of had weather, and/or plant diseases sghould
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overcome the new wheat and rice varieties, and/or the Iﬁdian government,
Cénter and states, shouid féil to do all of those things that they must
do with respect to providing fertilizer and machinery, research on new
verieties and plant protéction, water mgnagement, credit, marketing

and price incentives then it could easily happen that Indie would
continue to suffer under a situation cﬁronic food grain shortages.
What'thén should be the food and agricmltural policy of India in such

a situation?

Obviously, the first and foremost plank in the food and agricultural
policy of India in such a situation mist be the commitment of more |
resources to agricultural development and the further strengthening of
those organigzations responsible for achieving that development. This
means, of course,the commitment of more resources to all those areas of
agricultural production that have been enumerated several times in this
paper, and‘a concentration on the development of more effective
organizations to:do the work., This 1s very obvious and it is the
direction in which India hasg been trying to move for a long time, but if
& chronlc shortage situation develops 1t will be because all of these
efforts have not been taken with sufficient vigor, sufficient resources

and sufficient wisdom.
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It if is the fate of India to continue to experien;e a chronic
food grain shortage condition the Government of India should make
every effort to deal wiéh that condition on 811 India basis rather
than on a balkanized basis where each étate tries to solve its own
problem, There are obvious surplus\prééucing areas in India and
there are obvious deficit areas and ifishould be the goal of the
Govermment of India to facilitate the most efficient movement of”
grain from the surplus sreas to the deficit areas. And an efficlent

movement of grains cannot be achieved through & system of bilateral

trading arrangements.

All this is not to suggest that the Government of India through
its agent, the Food Corporation, should not procure supplies for
distribution where they are needed. But it is’to suggest that the
Government of India through its agent, the Food Corporation,
should procure thoée suppliés either through purchase operations in
surplus districts, or through a national levy in vwhich every farmer
above a minimum size is required to sell to the Food Corporation an
amount based on a formula of acres operated and the productivity of
the area at an established national procurement price. This price
should still represent an incentive price to producers. The supply
80 obtained in the domestic market together with supplies obtained
from commercial and concessional imports should then be used for two

‘purposes: (1) to stabilize prices to consumers in the free market in
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the deficit areas and (2) to provide supplies to the véry poor in

all areas at a subsidized price.

It is recognized here that there will be a continudus'need under
chronic food grain shortage conditions;to stabilize food prices to all
consumers in the highly deficit areaé»and to provide food at a reduced
price to the very poor wherever they ﬁay reside., But it is not the
‘conclusion of this paper, that the procuiement of such supplies and
their distribution, is in any sense dependent upon the continued
exlstence of food zones. On the contrary, it is the conclusion of this
paper that the maintenance of.such gzones renders the procurement and
distribution_of food grain gupplies by the Center goverrnment more
difficult and more complex than would be the case without the zones.
Smuggling must be combated, trading arrangements negotiated amongst
the statesg different systems of procurement and distribution harmonized
and the adverse consequenceé of price disihcentives in the surplus
producing areasAacgepted when state food zones are in effect. All
these disadvantages are accepted not to assist in procurment, but
rather because the people within each state somehow believe that they/
can deal.with their food problem most effectively in isolation., This
might have been true in the days of the British Re) when the gtates
were lsolated and in part independent of one another, but 1t cannot be
true with the economic inter-dependence that exists in the sub- | \

continent today.
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7 If it is the fate of India to live through another decade.of
continuous food shortage, this will.have occurred either because of
bad weather which is beyond the control Qf man; or because of a ,
failure in the agricultural developmeqp process. If it is the latter
then a way must be found to identify‘the points at which the bresk-
down is occurring, and the Annual Fooé and Agriculfural Plan can be an
effective instrument for doing this. The Annual Food and Agricultural
Plan can be used first to identify the inhibitors to agricultural
development and second to specify the resources required in the
oréanizational arrangements to achieve the required rates of growth

- in agricultural production. Thus, if India is to suffer through a
long-period of food shortages after the dramatic breakthroughs in
agricultural production of the past two years, the devigé of the Annual
Food aﬁd Agricultural Plan should prove exceedingly helpful first in
understanding the reasons for the development failure, and second for
taking cor¥rective action.,

V. Food and Agricultural Policy under Food
Grain Surplus - Shortage Gyrations.

This is the situation which seems most likely to be realized
" during the next decade. The production-developments in wheat and in
rice are likely to provide a forward thrust in the output of food

grains that on a trend basis will increase the per capita avéilability
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of food grain in the long run. But this forward thrust #ill be
interru?ted and halted from time to time by unfavorable monsoons and
!

by disease attacks on the new varietles of wheat and rice. Further,

these Interruptions in the expansion in the production of food graeins

are not likely to fall in cyclical or rééular pattern -- on the

contrary they are likely to be completely non-predictable. Thus,

what seems most probable for India during the next decade is a
significant expansion in food grain production interrupted from

time to time by short crops.

If the above formulation of future developments in food grain
production is a correct one, the first objective of agriculﬁure policy
should be that of finding a way of combating the non-predictable
short-falls in production resulting from dlsease and monsoon
inedequacies. Since the weather will not be controlled by men for
many years to come, a substitute must be found for an unfavorable
monsoon. This means that more and more resources must be allocated
to the provision of irrigation water under controlled conditions.
These resources sholtld be concerned first with research into the
availabiiity of water supplies; menagement of those water supplies
and the éonserving of those water supplies. Following an effective
research program into the whole question of water, more and more

resources must be invested in the development and distribution of
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of water supplies. In short, the instability in the agricultural
Production resulting from uneven monsoons must be combated through
the increaséd supply of irrigation water and the improved management

of those waters.

~

In the case of plant diseases,“these too must be combated first
through more and better research and second through the provision of
plant protection material to fermers. These efforts are under way
now ih/India but increased attention must be given to the whole area
of plént protection if the incldence of plant diseases 1s to be avolded.
Along with research in plent protection must come an increased emphesis

on the development of new varieties which are more drought resistant

and yield more consistently under dry land conditions.

But even with the best efforts to combat unfavorable monsoon
conditions and disease attacks, some instability in production will
remain. To deal with this instability phenomenon, the Stabilization

1

Stock policy must be pursued in a vigorous and eggressive manner.

This means that the Government of India must develop a flexible
Stabilization Stock policy invwhich it can move quickly into‘an area
with a production glut, take over the burdensome surplus and support
prices to farmers. And it must be able to move quickly into deficit

areas and provide supplies for an indefinite period to keep consumer
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food prices from rising sharply. In each case it must have the
organization, the physical handling facilities and the financial
resources to move gquickly with little advaence warning andvoperate

over an indefinite periqd. Without this capability the Government

of India cennot hope té deal with the_food supply problems and tﬁe
farm price problems that are likely to éccur‘in any year in»tbe next
'decade. There'is, for example, such a farm price problem at the door-
step of the'Goverment of Indié in the Punjab and Harayana in the spring
of 1968. There will be other such situations arising on the farm
production slde 1n the years to come. And the desperate times that
followed the very bad crop in 1965-66 do not need to be recounted
here. Tolerablé solutions to these unpredictable shortage-surplus
situations will be found only to the extent that a Stabilization Stock
program is in operation with the requisite capacity and the pufpose

and the flexibility to stay ahead of the problems.

In short and in sum, the first requirement for achieving a success-
ful food management program must be a Stabilization Stock poiicy with
an overall caﬁacity of 5 to 6 million tons. And we certainly do not
have in mind a policy in which those 5 to 6 million tons are held under
lock and key at all times. On the contrary, we have in mind e policy in
whigh all 5 to 6 million tons might be thrown into the market in one

year, with the recognition that the stock must be bullt up in the
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qulckest possible time in order to meet a second food deficit year.
In a ﬁifferent direction, the Stabilization Stock may need to increase
above 5 to 6 million tons in a particular year as the GOI moves to

protect farm prices and incomes in & year of bumper crops.

In the kind of situation enviééged here concessional imports
would contlinue to play an important role, but as a kind of second
line of defense role. Concessional imports will be needed desperately
from time to time, first to assist in rebuilding the Stabilization
Stock in the quickest possible time and second in combating hunger
and famine whenever the full resources of the“Stabilization Stock of
the Government of India are unable to cope with the short-fall |
resulting from a drought of the severity, for example, of that of
1965-66. The Govermnment of India will not be able to avoid the use of
concessional impérts‘until first it has been able to dampen down the
magni%ude of its'crop production fluctuation and second can afford =
Stablligzation Stock program that is perhaps twice the size of that:

suggested here.

The agent of the Government of India in executing the Stabllization
Stock policy outlined above should be the Food Corporation. But to
play the role required by such & policy, the Food Corporation must

first grow into an all India opéraﬁion and second recognlze that it
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is the agent through which the Government must work to achieve its
dual stabilization objectives. The Food Corporation thus has a major
and new role to play in the execution of the stabilization objectives
described in this paper.

~

There will exist.a need in this situation, as in the other two

' alternative situations, for a distribution policy and progrém for
assisting the very poor to increase their foo& consumption and improve
their diets. A program‘to combat mal-nutrition and mal-nourishment
among those people living in extreme poverty is as important to the
welfare goals of Indian society &s overall food price stabilization,

and should be viewed as a necessary component of Indian food management
policy. Without it the food consumption requirements of this vulnerable
group cannot be assured, as the nation pursues e farm price policy
designed to increase agricultural production (i.e., 2 reasonably high

farm price policy).

The streéses of market shortagesrand market surpluses will not
fall upon the Food Corpora£ion'alone. iA part of these stresses will
fall ﬁpon the regular marketing systém —— the private trade. If
prices are to be e#ened out over time to the farmef and evened out over
time to the consumer and surplus producﬁs are to be moved efficlently
from surplus prcducing areaé to deficit areas the private trade must

play an important role in the process. Therefore, once again we
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contend that the Government musf provide technical assistance to the
private trade, credit resources, and an economic climate of some
friendliness in order to hélp the private trade transform itself from
an obéolete, antiquated system into a modern system making use of
modern technology and commercial practices. An econoﬁy that 1s
increasingly urban, wherein farm p£oducts must move long distances
through space, be procegsed and packaged, bé carried long periods
through time: and meet new and necessary health and sanitation
requirements, must have an efficient private marketing system to do
all these things; the Food Corporation at best can only expect to move
and handle a marginal amount of the total crop. Thus the evolving,
developing urban economy and crop production instability both demand
an efficient>marketing system if the farmer is to benefit on one hanq
from his Increased productivity and the consumer is to benefit on the

other.

Al of the arguments with respect to the elimination of food zones
discussed in the previous section hold in the»context of the preéent
dlscussion. Further, it should be easier to eliminate the zones in a
situation where first the long run trend in production is such that
Per capite availebllities of food grains are increasing and second

marketable surpluses come into being in at least part of the years.
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But_the Center“gOVanment shouid provide the firm and creative leader-
ship wherein individual_states do not slip back into the establishment
of zones around themselves, every time that they are confroﬁted wvith f
a surplus or‘shortage situation. The (Center Goverment shéuld in this
situation do its utmost to convert India into the free trade area with

regard to food production and distribution.

In summary, the efforts of the Goverment of India in the surplus-—
shortage gyrafing situation under consideration must first be directed
to dampening down those gyrations'by combating the causes of the
shortages, and second be directed toward evening out available supplies
throughout the uncertain pericd of gyration. The efforts in the first
direction are obvious, but they must be prosecuted with increased vigor
and wisdom if they are to cope with potential short-falls in production
in the next decade. The efforts in the secopd direction are less bbvious,
more complex and more controversial. 3But if the food management efforts
of the Government ¢f Indié ereto meet with sﬁcess and farm prices and
incomes are to provide an incentive to incréase éroduction, the

Government of India must pursue the kinds of food and agricultural

policies outlined above or ones that are equally effective.



- 6L -

VI. Conclusion ‘

Much that has been said in this paper is old and has been said
before. In a few cases the argurients have been given a new twist.
And certain coﬁponent pieces of food and agricultural policy have

been revised modestly and packaged in'a somewhat new form. But the

emphasis of the paper has been on orgéhization — on increasing
the effectiveness of~organizations concerned with food management

“and agricultural development, and this iskcertainly old hat.

But the over~riding problem of India in the broad area of food

management and agricultural development is organization —— is the

establishment of organizatibns that perform efficiently and effectively.
Thus, this writer felt compelled to once again stress the need for
improved performance on the part of o?ganizations. To provide
substance on one hand and avoid pure exhortation on the other, an
attempt is made in this paper to contribute to an improvement in
organizational performance by defining policy goals more clearly,
indicating the inter-relations of po;icies and programs and then
relating policies, progréms and organizations to alternative develop-
mental situations. But in the last anélysis, the paper is once again
8 plea to ignore dogma and form in the egtablishment of organizations,
and to concentrate first on setting forth cleariy and boldly. the

policy goal or objective to be accomplished and second building the
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capability in the responsible organization far reaching the specific

goal or objective.

WWC/mb/ss



MEMORANDUM
March 19, 1968

TO: Mr. E. K. Hamilton
The White House

FROM: Douglas Heck, NEA/INC

S

The attached letter from Tony Quainton in New Delhi
throws additional interesting light on the discussion we
have been having about Indo-Pak affairs and Kashmir.
Tony served in Pindi before his present assignment in
Delhi and I respect his judgment on this subject.

It occurs to me that Mr. Rostow might be interested

in this letter.

Attachment:
Copy of letter fram Anthony Quainton to Thamas Thomton
dated 3/7/68.
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New Delhi, India _ : / \/(5

March 7, 1968

OFFICIAL~-INFORMAL

Thomas P. Thornton, Esquire .
Chief, South Rela Division N
RNA/SOA

Department of State

W ashington, D.C. 20520

Dzar Tom:

I have read with great interest the Department's Intelligence
Note-146 on the Rann of Kuich Award. I find on reviewing the
events of the last two weeks that I come out with a rather more
optimistic assessment of the impact of the award on Indo-Pak
rzlations. Both in the Intslligence Note and in the February 28
issue of Current Foreign Relations, the Department has put
its2lf on record as balieving that there has b2en a distinct
hardening of the GOI's position on outstanding Indo~Pak issues
and that resentment against the award is likely to maka it more
difficult for the GOI to take forthcoming positions on these
panding problems.

what has struck me about the recent agitation and debat2 on

the Kutch Award is the relative absence of stridently anti-

Pakistani feeling. I have atiended several of the Kutch debates E
and have read the newspapet reports carefully and I would say

one of the most noteworthy features of the dabates was the

positive attitudes adopted by spoakers towards Pakistan.

Even opposition members took the occasion of the debate to

express their desire for batter relations, though at the sama2

CONTIDENTIAL ™
DBCLASSIFIED
E.O. 12958, Scc.13.5
Dept. Guidelines

By F NARA, Date_ 1.
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time strongly opposing what they believe to ba the Congress
Government's tendency to purchase friendship through appeasa~
ment. On the other hand, Government leaders, particularly
Mrs. Gandhi and Morarfi, in justifying acceptance of the
award have spoken out about the nead for improved relations,
akout the impossibility of perpetual hostility and about the
firm acceptance by India of Pakistan's right to exist. Chavan
said very much the same, though his speech did bow in the
direction of the chauvinist lebby by saying that India in
persuing a policy of flexible response would not hasitate to
fight Pakistan's subversive activities with subversion {f that
was required. In gencral, Congress did not seem to feel
obliged to take a hard line towards Pakistan bacausa of
emotional attacks from the opposition.

From all that we have bsan ablza to gather from Indian cfficials,
they remain as commitiad as ever to the resolution of outstanding
issuzs, and I have no doubt that on such subjects as aviation,
trade, border crossings or telecommunications thara will be no'
diminution in their efforts to press on towards accommodation
with Pakistan.

Kashmir, hcwevar, 1s another kettle of fish., What the Kuich & vard
has dona is to make it virtually certain that the Covernment of
India would never refer tha issu2 to international arbitration.

All government leaders hava acknowladged in recent weeks that
one of the lessons for India of the Kutch Tribunal's Award was

that international forums can not be trusted to judge Issues

strictly on their merits. India has, of course, never baan

enthusiastic akout the internationalization of the Kashmir dispute, -

and the Kutch Award has confirmad this view. I do not agres,
however, that the Kutch Award has necessarily exacerbatad the
climate of opinion to a point where greater autonomy within the
Indian Union will ba buriad for a long time to come. The Kashmir
issue in this context is not linked with Kutch, and I think'that the
Government will want to stick with Mrs. Gandni's formula that
within the framoework of the Indian Constitution there ars "many
possibilities.” If the Shaikh and his followers wera to show

e R BN e T A S
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any enthusiasm for a solution based on an autonomous

- arrangement with India, I can not believe that the GOI

'-“'f'j:would reject it out of hand. A great number and wide ‘
~ varlety of people in India are anxious to see the Kashmir

. issue resolved and autonomy offers a basis which is

acceptable and which indeed has already been offered to
others (i.e. the Nagas) in the past.

" In only one area can 1 conceive of the Kutch Award getting
in the way of a possible development in Indo=Pak relations
and that is in.the context of the Eastern Waters problem.
The two countries have agreed to an experts meeting in late
April or early May on the Farakka Barrage., Washington's
thinking seems to be that this should be followed by some
sort of international initiative, perhaps through the World
Bank to get ministerial level talks going, but ultimately
with a view to some outside agency offering its services
in carrying out a survey of the water resources requirements
of the Ganges/Brahmaputra basin. The Government of India
~will, I think, now be even more reluctant to have a third
: party involve itself in this problem than it was in the past,
and we were not very optimistic about the acceptability of
- an inﬂ\e;mational presance even before the Kutch Award was
-annouhced.

»All this is to say that the picture is perhaps not as bleak
as recent departmental pronouncements suggest.

With best wishss,

o Sincerely,

| “4Anfhony C. E. Cuainton
Second Secretary

CC:Department of State - 'NEA/INC”'
American Emlassy - Rawalpindi

s
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MEMORANDUM FOR: The Honorable
Walt W. Rostow

Attached in response to your request 2,
last Friday is a review of the evidence of
cooperation between India and Pakistan,
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No. 0689/68

CENTRAL INTELLIGENCE AGENCY

Directorate of Intelligence
27 May 1968

INTELLIGENCE MEMORANDUM

" Indo-Pakistani Cooperation Since the September 1965 War

g ar

When a UN resolution brought an end to the war
of September 1965, India and Pakistan each occupied
parts of the other's territory, and trade, communi-
cations, and diplomatic relations had all been dis=-
rupted. Under the auspices of the Soviet Union,
President Ayub Khan and Prime Minister Shastri met
at Tashkent in January 1966 and agreed to a series
of measures designed to begin the process of re-
storing normal relations. The list of actual Indo-
Pakistani accomplishments since then is small, con-
cerns relatively minor issues, and in many instances
represents only qualified success. More numerous and
important is the wide array of outstanding issues
still to be resolved through a spirit of mutual co-
operation. To a considerable extent the long-standing
and bitter dispute over the status of Kashmir continues
to poison the diplomatic atmosphere.
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Background

1. Until the outbreak of hostilities between
India and Pakistan in September 1965, economic and
political relations between these two neighboring
‘states functioned largely within the over-all frame-
work of normal diplomatic and commercial practice..
Enmity, suspicion, fear, and hostility accumulated
over 18 years of bitter controversy about Kashmir
distorted day-to-day relations, but there remained
real, if diminishing, willingness +0 maintain those °
ties of trade, travel, and communication which had
§x1sted since the partition of the subcontinent in

947.

2. The September 1965 war, however, destroyed
virtually all these links and they have only been in
part restored. Trade and payments came to a halt,
telecommunications and postal services were suspended,
property belonging to the nationals of the other coun-
try was seized, and air, trains, and road services
were cut off. When a UN resolution brought an end
to the three weeks of warfare, both states were in
occupation of small portions of the other's terri-
tory.

Accomplishments

3. Since the hostilities there has been a
small measure of progress on a number of minor
issues, although ‘the sum total represents only -
the minimum necessary to maintain meaningful bi-
lateral relations. There have been no dramatic
breakthroughs and none appear to be in sight in
the forseeable future. The fundamental dispute '
over the status of Kashmir remains unresolved and
there is no indication of a basic modification of
either Indian or Pakistani views.

4, What progress there has been appears to
stem mainly from the impetus of the'January 1966
Tashkent meeting where, under the auspices of the
Soviet Union, President Ayub Khan of Pakistan and
Indian Prime Minister Shastri agreed to a series of
measures. designed to begin the process of restoring
normal relations. The most important measures agreed
to at Tashkent were: troop withdrawals to positions -
held prior to infiltration by the Pakistani forcesj
return of the high commissioners (ambassadors) to
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their posts; dlscouragement of propaganda, con51der—
ation of means to restore economic, trade, and cul-
tural relations and communications; discussion of
the return of property and assets; and the continua-
tion of meetings at all levels on matters of direct
concern to both countries.

5. Both states quickly implemented the more im-
mediate provisions that were obviously mutually bene-
ficial: troop withdrawal, repatriation of prisoners,
and the resumption of correct diplomatic relations.
The ban on propaganda, however, soon broke down. More '
important, however, the "spirit of Tashkent" suffered
a severe blow at the first post-war Indo-Pakistani
ministerial meeting in March 1966, when the Pakistanis
refused to study lesser issues unless the Indians
concurrently showed some flexibility on the Kashmir
issue. The Indians replied that popular emotions in
India prohibited any concessions on Kashmir, and that
minor problems should be tackled first to provide a
more favorable climate. In the end all that could
be agreed on was that further discussion of specific
matters should be handled on the diplomatic level by
the high commissioners.

6. Since that time some progress has been made
on a number of minor subjects, but this has not been
important enough to improve substantially the over-
all diplomatic atmosphere. In the commercial sphere,
the two governments have agreed to overflights by
commercial aircraft, telecommunications and postal
services have been progre531ve1y restored, and pen-
sion payments to officials who had migrated since
1947 have been resumed. Some of the ships and cargoes
seized during the war have been released after consid-
- erable pressure from countries supplying aid to both
India and Pakistan. In the military sphere, army
commanders from both sides have met several times -
to discuss measures to prevent minor border incidents
from becoming major issues. To this end they have
established a "hot line" between the army commands °
and agreed to give each other advanced notice of
troop movements along the border. An arrangement
has also been made for twice monthly overflights
of military transport aircraft--the Indians, flying
aircraft to the USSR for servicing, and the Pakistanis -
flying between Egypt and West Pakistan.
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~ 7. There has also been movement on two prob-
lems not directly related to the 1965 war--the Rann
of Kutch dispute, and, to a lesser degree, the di-
vision of water resources flowing through both
states. The Rann of Kutch tribunal--set up by
Indo-Pakistani agreement in the spring of 1965
to arbitrate the dispute which had led to limited
military clashes in early 1965--handed down last -
February a decision more favorable to Pakistan.
New Delhi initially hestitated in clearly stating
its acceptance of this "compulsory" award, but .
ultimately publicly said it is binding. The Paki-
stanis, relatively satisfied with the results, scored
propaganda points by immediately accepting the tri-
bunal's decision. Implementation of the award has -
thus far gone smoothly, but nationalist agitation
within India combined with the unfavorable decision
will make New Delhi very reluctant to submit other
disputes with Pakistan to arbitation.

8. The water resources of the Indus, Ganges, and
Brahmaputra river systems have long been the source of
conflict between India and Pakistan. Pakistan as the
lower riparian has often regarded itself as the ag-
‘grieved party, and the Indians have ‘generally been
slow to accommodate even legitimate grievances. 1In
the case of the Indus basin, a final settlement of the
water resources was made in the 1960 IBRD-sponsored
Indus Basin agreement. Despite fluctuations in Indo-
Pakistani relations since then, the treaty has been
operating without major problems. In September 1965
there was some shortfall in the supply of water from
India to Pakistan, and this problem is still being
discussed in the meetings of the two Indus Commissioners.
The shortfall was a direct result of the hostilities,
which were taking place in the vicinity of the dis-
tribution system through which the water was provided.
Otherwise the scheme has continued to work falrly
smoothly. The personal relations between the com-
missioners is good, and several special inspections
have been made in accordance with the agreement. Se~
curity considerations have inhibited inspections close
to the borders on both sides, but in general the com-
missioners have been free to carry out their work.

9, On the eastern side of the subcontinent, the

problems of reconciling competing claims for the'
waters of the Ganges are yet to be resolved. India
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is building a low dam at Farakka on the Ganges just
above the East Pakistan border. This dam is designed
to divert part of the river's flow into the Hooghly,

a tributary flow1ng south past Calcutta to the Bay of
Bengal. The aim is to flush out the silting port area
of Calcutta and to reduce the salinity of the Hooghly,
a prime source of Calcutta's water supply. Pakistan
has ‘long maintained that the dam would prevent a sub-
stantial amount of water from reaching the lower arms
of the Ganges in East Pakistan durlng the fall dry
season and thus seriously endange? rice and jute crops.
Moreover, the reduced water supply would probably make
impossible for East Pakistan to develop its resources.
in accordance with plans drawn up--at the request of
Pakistan--by the US-based International Engineering
Company. The Pakistanis claim that about 13 million East -
Pakistanis and four million acres of land will be ad-

. versely affected if India completes Farakka by 1971 or
1972 as planned. Hydrological information is not ade-
quate to judge to what extent the Pakistanis' fears are

Justified.

10. Discussions about the dam took place before
the 1965 war and recently were picked up again on the
technical level. These talks ended on 24 May 1968 and,
according to fragmentary reports, not much was ac-

. complished. Recently the Indians have privately -
charged that the Pakistanis may be trying to build up
Farakka into a major political issue to create an
emotional response in East Pakistan similar to that -
evoked in West Pakistan over Kashmir. India is the
upper rlparlan and status quo power and there is little
pressure on New Delhi to work for a cooperative water
resources development of the Ganges and Brahmaputra
river systems. Only in Tripura and Assam, where '
Indian local governments are concerned about Pakistani
bunds, embankments and dams, does India appear to
stand to gain much from cooperative development.

" Failures

11. The limited progress made on minor issues °
falls considerably short of even restoring Indo-Pakistani
relations to their pre-war level. A host of problems -
relating to transit facilities, trade, travel, and
seized property are still to be resolved. Moreover,
no progress has been made or even appears likely in
the foreseeable future on the more fundamental issues
of limiting the Indo-Pakistani arms race and of resolv-
ing the disputed status of Kashmir.
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12, The 1965 war resulted in a complete ban
on trade by both countries. Although India removed
its prohibition on trade in May 1966, Pakistan still
refuses to trade directly. The two economies have
increasingly learned how to live in isolation from
one another, and Pakistan in particular appears con-
tent to obtain from third countries the products, such
as coal and engineering goods, which it once got from
India. Pakistan's apparent willingness to accept the
trade status quo may also be strengthened by the fact
that substantial amounts of fish, jute, and raw cotton
continue to find markets in India through illegal trade
channels and via third countries. The devaluation of
the Indian rupee in June 1966, which would make most .
Pakistani manufactured goods prohibitively expensive .
in the Indian market, is a further barrier to reopen-
ing trade. The Pakistanis have also publicly indicated
that political riders may be attached to any renewal
of trade agreements, a condition that the Indians would
probably find unacceptable.

13. Transit facilities between the two countries
continue to be very limited. Commercial overflights -
are now allowed, but talks on the resumption of direct .
air services by the respective national airlines have .
been bogged down for some time. Pakistan originally
expressed a willingness to discuss this issue simul-
taneously with communications, but India insisted that -
such talks should be linked to the reopening of transit
by road, water, and rail. A further complicating factor
is India's demand that restitution be made for Indian
Airlines property seized in Karachi, Lahore, and Dacca.
The negotiations apparently are still technically con-
tinuing but seem to be stalemated in fact.

1l4. Road and river transit is also still suspended, .
although some illegal traffic goes on. The reopening
of river traffic is complicated by the fact that a sub-
stantial portion of India's inland barges and ships
were seized in East Pakistan during the war. Substan-
tial damage to the economy of India's Assam State--in
which formerly shipped most of its important export
products to Calcutta via the East Pakistan river system--
has been avoided, however, by special freight subsidies.
The road transit issue is linked to both the resumption
of trade and travel restrictions. The only minor
breakthrough in this area is the Pakistani decision to
allow exports from Afghanistan--mainly fruit--to transit .
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West Pakistan en route to India, although India Stlll
cannot ship overland to Afghanistan.

15. There has been a gradual resumption of travel -
between the two countrles,'althOugh it is still con-
51derably below the pre-1965 levels. At least two
border checkposts have been established and gradually
opened to anyone except tourists frqom India and Pakistan.
Pilgrimage travel is allowed by both countries, but such .
~groups are carefully watched and -are free only to visit .
approved areas. Travel between the“enclaves in East
Pakistan and India's West Bengal and the respective
mainlands is still prohibited. This is a constant source .
of friction and border incidents, and both sides are .
equally obstructive.

1l6. Progress toward settling conflicting claims -
over seized cargo and assets has largely been limited
to the return of virtually all available seized cargo.
Agreement has not been reached on the payment of compensa-
tion for cargo consumed or damaged or in most cases
even on the specific items involved. Private and pub-
lic claims to assets seized during the war have not even
begun to be settled. Both governments have shown little .
inclination to resolve these large and complex financial
problems. '

Prosgects

17. The immediate prospects for meaningful co-
operation between India and Pakistan are dim. Agree-
ments on relatively minor points concerning limited
problems may be reached periodically--provided they
are mutually advantageous--but no dramatic break-
throughs seem possible in the foreseeable future.
Neither side appears in a rush to return even to the
strained relationship that existed prior to the 1965
war, much less to go beyond that. At the heart of
this situation is the longstanding and extremely
bitter dispute over Kashmir.

18. India has steadfastly held to its position
affirming the legality of the 1947 accession of Jammu
and Kashmir to India, formally made by Kashmir's
Hindu maharaja. Since 1956, New Delhi also has -
maintained that it no longer considers itself bound
to conduct a plebiscite in Kashmir, despite UN reso-
lutions=--that it once accepted--calling for such a
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vote. The Indians assert that the demilitarization
of Kashmir--another element of the resolutions--has
never taken place. The Indians hasten to point out,
however, that four "free" elections have been held
in their part of Kashmir, thus giving the Kashmiris
ample occasion to express their will. Actually,
strong-arm tactics and legal maneuvering have gov-
erned the outcome of all four elections. Buttress-
ing these legalistic points is the fact that ever
since the 1949 cease-fire, India has held the lion's
share of Kashmir, including the dasirable Vale, and
has had the military muscle to maintain possession.
Over the years, India has gradually integrated its
portion of Kashmir into the Indian Union and has
also provided the state with considerable financial
assistance.

19. Whatever the arguments that New Delhi
dredges up to justify its position on Kashmir--and
they vary according to circumstances--domestic con-
siderations lie behind all of them. Strong and
~growing Indian nationalist sentiment opposes any
settlement with Pakistan that would involve com-
promise. Mrs. Gandhi and the Congress Party bosses -
are well aware that too many concessions to Paki-
stan could bring their downfall.

20. Pakistan's position from the beginning has
been based primarily on extending to Kashmir the
principle of religious separation underlying the
1947 partition of the subcontinent. Pakistanis
argue that the people of Kashmir, who are predomi-
nantly Muslim, should have a free opportunity to in-
corporate their land into Pakistan if they want.
Pakistan's argument is not altogether altruistic.

If so predominantly a Muslim area were to remain in
the Indian Union, the principle behind the original
partition would be undermined. Moreover, as in
India, no government in Pakistan could entirely
abandon a strong stand on Kashmir and survive, espe-
cially since the 1965 war.

21, Symptomatic of the strong animosities per-
petuated by over twenty years of conflict over Kash-
mir is the arms race that drains the two countries'’
capacity for economic development. India continues
with its ambitious plans to modernize and strengthen
its armed forces, on the grounds that it must not
only contend with Communist China but also with a
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hostile Pakistan. Pakistan, in turn, is determined
to keep pace by improving the ratio of Pakistani

to Indian ground forces and by draw1ng down on its -
dwindling foreign exchange reserves to purchase
tanks and airplanes.

22, Desplte this race, it is highly unlikely
that either side is actually contemplatlng starting
another war, although each accuses the other of ne-
farious intentions. Pakistan, if nothing else, ap-
pears to have learned a military lesson in 1965, and
will not be eager soon to precipitate another con-
flict. 1India, reasonably satisfied with the status -
quo, has even less reason to resume hostilities than
to rush to settlement, since military action would
only draw the Chinese and Pakistanis closer together.
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THE WHITE HOUSE
WASHINGTON

Wednesday, May 22, 1968
Walt:

Attached is a debt relief package for India which
is ready to be blessed by the donors in the Consor-
tium meeting beginning tomorrow.

The President approved negotiation of such a
package in March. The result does not fully meet
all the objectives established, but I think it is much
better than most people expected. The Gaud memo
goes through the reasons; you will want to read
through it.

The U.S. share of this $100 million package is
less than $9 million -- below the President's usual
cut-off on Presidential review of AID loans. Since
the package is so close to what he approved in
March and the U.S. amount so small, I doubt: that
it's necessary for him to wade through the problem
again. But I leave that decision to you.

I recommend we signal AID to tell the Bank we
accept this package and pledge our share.
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DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON

MAY 21 1968

OFFICE OF
THE ADMINISTRATOR

MEMORANDUM FOR Mr, W. W. Rostow »
Special Assistant, The White House

SUBJECT: Indian Debt Relief

The World Bank has called for debt relief action, as all members
now have offers on the table. We will be expected to decide by
the upcoming Consortium meeting May 23.

On March L4, the President authorized our participation in this
exercise with three primary objectives:

~--getting acceptance of discriminatory relief, with the
largest share assumed by those whose past aid was on
the poorest terms.

--a target of $100 million a year of relief for India, with,
per above, our share under 9%, i.e., $8.7 million due on
1951 wheat loan.

--an equivalent, high quality of relief by all on better
terms than previously provided by harder-term donors.

The first two of these objectives are achleved by the offers now
in hand. The third -- quality of relief -- is partially achieved.
In addition to the U.S., the UK, Wetherlands, Canada and Austria
offer quality at or better than the target. Germany and Belgium
offer quality close to the target. France, Italy and Japan offer
lesser quality, but the French and Italian offers are on better
terms than their normal aid, and Japan's offer is as good as its
present aid and is on much better terms than the loans to be
rescheduled.

Tab A gives the annual relief shares offered and an estimate of
the relative quality of terms offered. Tab B is the draft report
of the March 4-5 Consortium meeting and gives the terms offered by
members other than Italy and Japan. Tab C gives the improved
offers by Italy and Japan and communicates the World Bank con-
clusion that these offers are acceptable and its recommendation
that the Consortium act swiftly.
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We also were directed to ask Indian agreement: (a) to seek parallel
relief from other creditors including the Bloc, and (b) to prudent
limitation on future acceptance of supplier credits. These objec~-
tives are shared by the Consortium, and Indian acceptance of them
will be a condition precedent to debt relief action.

We also sought commitment by others that debt relief be additional
to normal Consortium shares. With the possible, partial exception
of Canada, all others reject this request: Even though our share
last year was below our historic norm and since this is likely to be
the case this coming year, we do not necessarily need to be bound by
this "norm". We look upon the present action as part of our con-
tinuing effort to get other Consortium members to take on a larger
share of the burden with a corresponding decrease in ours.

Our main options are: (a) reject participation since all objectives
not secured, (b) participate but lower the quality of the U.S. offer
because of the quality offered by some (c) participate with firm
commitment only for one of the three years so that further pressure
can be put on the others in subsequent years, and (d) participation
for the full three years on the basis of present offers despite the
fact that some are of lesser quality.

I believe the substantlal progress toward achievement of our objec-
tives is within the policy range defined earlier by the President.
Accordingly, I recommend we participate as in (c) above for these
reasons:

--the de facto recognition of discriminatory relief is a wvalu-
able precedent. All of the others, compared to the U.S.,
will give a higher proportion of their normal aid share as
relief in the form of free foreign exchange. Four - Germany,
Japan, UK and the World Bank - will provide a greater abso-
lute amount than our share.

--the $100 million relief, being in free-flowing form, will help
counterbalance reduced total aid -~ primarily resulting from
our situation and that of IDA,

--the improvement in terms even by those not up to target is a
significant one.

~~reduced participation by the U.S. would risk loss of the above
gains and, at minimum, would be a psychological blow to the Con-
sortium, all of whose members except IDA and Italy have kept up
their aid level in the past year despite our drop.

LIMITED OFFICIAL USE
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~-g full three year commitment is not required: some others can-
not provide one for legal reasons, and we should seek further
improvements of terms in later years by holding our commitment
to one year at this time. (The UK has taken this position
formally, and Canada and Germeny indicate they will also).

If you agree with our recommendation, we intend to convey to the IBRD,
however, our concern that the foregoing gains are offset by two
serious shortcomings.

a) The quality of relief offered by Japan, France and Italy is
seriously deficient as measured by the IBRD proposal. We will
strongly urge the Bank to make a maximum effort to improve these
terms before the second year'!s relief is agreed upon.

b) Most of the relief is not additional to Consortium pledges.
We will likewise urge the Bank to get others to make their relief
partly or wholly additional before the second year.

The Treasury Department and the Bureau of the Budget concur in this
recommendation.

William S. Gaud

Attachments
3 tables

Reject participation

Participate with reduced U.S. terms

Participate on annual basis to press bf’/”’
for further progressive improvements

Perticipate with a commitment for
the full three years
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MAY 21 1968

MERMORANIXAM FOR Mr. W, V. Rostow
Speciel Assistant, The White House

SUBIECT: Indian Dedbt Relief

The World Bank has called for debt relief action, as all members
now have offers on the tabls., ¥We will be expescted to decide by
the upcoming Consortiuvm meeting Mey 23.

On Marah 4, the President authorized cur participation in this
sxercise with three primery cbjectives: '

--gotting acceptance of discriminatory iaf, with the
- largest share assumed by those whose past aid wes ou
the pocrest terms.

- t of 3}(00 lion & of relisf for Imdia, with,
per , our share under 5, f.2., 3.7 nillion due on

1951 vheat loan.

--2n og%nlegt, high g}_\%i% of relief by all on better
terus previcusly p by r-term donors.

The first two of these cbjectives are achieved by the offers now
in hapd. The third -- quality of relisf -- is partially achieved,
In addition to the U.8,, the UK, Netherlands, Canada and Austria
offer quality st or better than the target. Oermany and Belgium
offer quality close to the target, Frence, Italy and Japan offer
lasser quality, but the French and Italisn offers are on better
teras than their normal 2id, and Japan's offer is as good as its
presant aid and is on much better terms than the losns to de
reschaduled.

Tab A givea the snnual relief shares offered and sn estimate of
the relative quality of terms offered. Tab B is the draft report
of the March 4-5 Consortium meeting and gives the terms offered by
moubers other than Italy and Japan. Tab € gives the improved
offers by Italy and Japan and commnicates the World Benk con-
clusicn that these offers are acoeptable and its recovmendation
that the Consortium act swiftly.
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¥e also were directed to mak Indian sgresment: (a) to seek parallel
relief from other creditors including the Bloc, and (b) to prudent
limitation on futurs scceptence of supplier credita. These cdjec-
tives are shared by the Consortium, and Indian acceptance of them
will be & condition precedent to dedt relief action.

¥Wes also sought commitment Dy others that ddbt relief de sdditional
to normal Consortium shares. With the possidle, pertisl exoeption
of Canada, &ll others reject this request.. Even though owr shave
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this "norm”. We look upon the pwresent action as part of our cone

tinuing effort to gat cther Consortium members to take on a larger

share of the burden with a corresponding decrease in owrs.

Our main options ave: (a) reject participation since all cbjectives
not secured, (b) purticipate but lower the quality of the U.8. offer
because of the gquality offered by scme (o) participste with firm
comitnent oaly for cns of the three years so that further pressure
can be put on the others in subsequent years, and (4) participstion
for the full three years on the dasis of present offera despite the
fact thet some are of lesser gquality.

I believe the substantisal progress towerd achisvement of ocur objec~
tives ia within the policy rangs dsfined sarlier by the President.
Aceordingly, I recoumend we participate sa in {(c) sbove for these
ressons;

-~«the d8 facto recognition of diseriminetory relief iz a valu~
abls precedant. All of the others, sompered to the U.8.,
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relisf in the form of fres foreign exchange. Four ~ Gerasny,
Japan, UK and the World RBenk - will provide a grester sbso-
lute emcunt than our sbare.

~stha $100 million relief, being in fres-flowing form, will help
countarbalance reduced total aild -~ primarily resulting from
our situstion and that of IDA.

==the {mprovemsnt in terms even by those not up to target is a
significant ons.

=wrednced partioipstion by ths U,8. would risk loss of thsa above
gains and, &t minimm, would be a psychologieal blow to the Cone
sortium, all of vhope meabers except INA and Italy have kept up
their aid level in the past yeay despite ocur drop.
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-~& full thyee year commitment is not required: some others can-
not provide one for legal reasons, and we should seex further
{mprovensnts of terma in later ysars by holding ouwr commitnment
to one year st this time. (The UX has taken this position
formally, and Cansds and Germany indicate they will alsc).

If you agres with our vecommendation, we intend to convey to the IBRD,
however, our concern that the foregoing gsins are offset dy two
ssrious shorteomings.

s) The ty of relief offered by Japmn, France and Italy is
seyiously isnt as measured by the IBRD propesal. We will
strongly urge the Bank to make a maximvm effort to improve these
tarus defore the second year's relief is agreed upon.

b) MNost of the relief is not sdditional to Consortium pledges.
We will likewise urge ths Bank to get othars to make their reliasf
partly or wholly sdditional before the sscond year,

The Tressury Department snd the Buresu of the Budget concur in this
recosmendation.

A
William 8, Gad

Attachments
3 tables

Reject participation
Participate with reduced U.8, terms

Purticipate on msanual basis to press
for further progressive improvements

Participate with a comitment for
the full three ysers




Austria
Belgium
Canada,
France
Germany
Italy

Japan
Netherlands
UK

us

World Bank

* Target quality is 10 year postponement without interest.

INDIAN DEBT EXERCISE

Annual Share
mil

0.9
0.9
0.8
5.2¢

27.54

5.5

16.87
0.8

18.0 -
8.7V

15.0v

.100.1

TAB A

Quality of Relief
(offered (%)*

100%
90%
100%
60%
86%
50%
50%
116%
128%
100%
68%

The relative quality offered is expressed in estimated
percentage deviations from that norm in terms of the
"grant equivalent" of the offer using a discount rate

of 10%.
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DRAFT

g TAB B .
MEETING OF INDIA CONSORTIUM r
Prepared by the Chairman
: A meoeting of the India consortium was held in Paris, March L

and 5, 1968, The principal topic on tho agenda was Mr, G. Guindoy's
Report on India's long~torm debt servicing problem (distributed to members
on January 2, 1968, as IND 68-L). A list of dalegates previously dis-
tributed as IND 68-? is attached as Annex I.

Opening Session, 11:00 A,M. Monday, March L

2. * The Chairman, Mr, I.P.M, Cargill, opened the meeting with a brief
review of the past year's actions with respect to seeking an agreement to
relieve part of India's external debt service burden., At 2 meeting of the
Heads of Delegations in Paris, Septemoer 7 and 8, 1968, members had agreed,
with some reservations on the part of Italy and Japan, to proceed with
detailed discussions using as a basis for these discussions the suggestions
outlined in the Bank's staff working paper dated July 13, 1967. lir.
Guillaume Guindey, a special consultant to the Bank, had spent the months
of October, November and December discussing technical and legal possi-
bilities of relief with each member country in its capital, and with the-
Banl in Washington. In January Mr, Cuindey had submitted a report with
recommendations for an agreed consortium debt relief action; it was the
purpose of the present meeting to discuss those recommendations and reach
a decision if possible. The Chairman hoped that each Head of Delegation
would be able to make an affirmative statement. For its part, the Bank

was in a position to participate, providing there was no substantial shori-
fall on the part of other members from Mr. Guindey's suggestions. Mr.
Cargill asked Mr, Guindey if he would like to make a statement before
members gave their reactions to his recommendations.

3 Mr. Guindey said that he hoped members would be able to set aside
questions of principie, on which many had strong and sometimes conflicting
opinions, and instead address themselves to practicalities, in an attemt
to see what each could do in a common effort to help India. He hoped that
each representative would report candidly what his country was prepared to
do, rather than reserving his position, waiting to see what the others do,
it being understood that each member's action would be conditional upon
satisfactory action by the others. It was also essential that everyone
be willing to compromise; Mr., Guindey noted that he would not be unhappy
if the compromise rejected some facets of his own suggestions, as the
best solution would be one to which all would agree; the most important

. task was to reach an agreed solution, not to stick to any particular prin-

ciple, proposal or formula.

L The Chairman next asked members for their comments on Mr, Guindey's

reconmendations, which are summarized below. In the course of their re-
marks, many speakers congratulated.lMr. Guindey on the quality of his report
and thanked him and his associates from the Bank for their efforts.
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5. Dr. NMusyl of fustria, reporuod that\his‘country'was willing

to contribute 52, 83 miliion, coaposed of $1.5 million in the form of a
grant (by roduclwg the interost rates on exdsting credits from 5.5 to

3 percent) and $1.33 million in the form of rescheduling (at 5-1/2 per-
cent ;ntcfeot with a maturity period of 15 years, including 5 years of

grace

6. Mr., Vanormelingen representing Belgium, .reported that the Belgi
adninistration would recommend to the ﬂew_FBVerﬁment that Belglum paru1c1-
pate in the consortium excreise to the extent-recommended in the Guindey
report. Any debt relisf would f£all within the total of Belgium's 2id to
India, which had been doubled within the last Indian fiscal year, and

action would have to te taken formally on an annual basis, for legal rcasons.

7. Mr, Drake, the head of Canada's delegaulon, reminded members of
the previous svatoments of his country cbout ‘the greab importance attached
to consortium debt relief action. Canada was willing to accept Mr. Guindey's
recommendations as long as they were part of an sgreed action by all membsrs;
it was most important that debt relief be in a form which released free
foreign exchange and be on favorable terms. Canada would contribute the
full share of $2.5 million recommended by Mr. Guindey in the form of post-
ponement for a period of ten years of ceriain payments due at an interest
rate of 6 percent. In order to compensate for the interest charged and to
make the contribution meet the minimum guality recommended, Canada would
give an additional $1.1 million in the form of a grant of freely usable
foreign exchange.

8. Mr, Moreau, of the rrbnch delegation, said that although rrance
was able to agree with much of the report, it wished to enter certain
reservations. It was the opinion of the French officials that all of
India's creditors, including non-consortium countries, should partici-

pate equally in debt relief. The proposed formula of burden sharing was
diseriminatory, since it did not ask all creditors to relieve the same pro-
portion of their debt service claims. France did not accept the principle
that harmonization of aid, esovcially past aid, should be achieved through
debt relief, Nevo*“h010°s, France was willing to be as pragmatic as possi-
ble in participating in debt relief. As the Bank had recommended relief
of about 25 percent of India's service vuynonts for the next three years,
France would reschedule about 25 percent of the payments it expected to
receive, or $1L million. The terms would be the same as for the recent
rescheduling for Indonesia, Interest at a rate between 3 and L percent
(but as close to 3 percent as possible), would be calculated but postponed
during the grace pericd of four years; principal and interest postponed
from the grace period would be repaid on an ascending scale over eight years.

9. The Head of Gerpany's delegaticn, Dr. Flson, emphasized the
importance his country piléced upon malding debt rel rellef a multilateral aciion.
Although CGermany had oexpressed its preference for a proporticnal burden
sharing, it was w:lllnw in the interests of an international. agreement to
adopt the amount suggested by Mr, Guindey. For budgetary reasans only the

‘
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first year's contribution of $27.3 million for 1968/69 could be announced
at this time, bul Germany wanted other consortium members to know that the
chcr 1 Republic contemplated continuation of its participation in each of
the following two ycars. Cermany's contribution weuld £all within the
total of its.aid to India. T, Elson stated that although Germany would
thus participate fully in a consortium agreement, it could not accept in
principle the concepts implied in a formula to determine the quality of
contributions, -
10, The representative of Italy, lir. Trotta, said that his country
would prefer to give ncw assistance to India rather than to grant debt
relief; nevertheless, it would participate in a consortium agreement,
although such participation would be purcly veoluntary, as the consortium
should not impose obligations upon its members, Italy also could not
accept the principls of harmonization, but proposed to participate in pro-
portion. to anticipated debt payments from India, according to the formula
proposed by France. For Itzly this would result in an amount of reliel
of about $3 million 2 year., Italy's contribution would, like France's,
be on the same terms as for the last Indonesian reschedullng.

11, Mr. Komura of Japan stated that his country could not agree to
several principles involved in Mr. Guindey's recommendations. The formula
for sharing the burden of debt relief atiempited to adjust the terms of
past aid, whereas Japan felt any burden sharing should reflect the differ-

ences in ald-giving capacity of each country; similarly the present can"city

to aid should be reflected in the terms of any debt relief granted. The
Government of Japan felt that it should be up to each member to contribute
as much as possible on the softest terms possible, but that contributicns
should be for one year only and rcv1ewed annually. Japan also felt that

India should be called upon to do more in the way of self-help, nartlculdrlj

by erpanding her exports and by more careful planning to restrict 1mpovts
to a proper level determined by exporis and the amount of aid received.
Within the limits of these reservations, Jepan was willing to grant debt
relief to India which weuld be in the form of rescheduling with an interest
rate; at the moment the Japznese delegation could not give an idea of ithe

ocxact amount or terms of Japan's first year of rescheduling due to budgetary

discussions which were prosently under way in Japan.

12, The spokesman for the Netherlands, Mr, Boomstra, noted that his
country felt that the proposed solution dealt only marglnally with the real
problem of India's debi service, because India's capacity to service
external debt was really zero rd not 20 percent of export earnings.,
Although this beliod indieated that much work remained to be done on tho
problemn, the Netherlands wis nevertheless willing to go along with the
recommendotions of the Cuindey veport, The Netherlands would make 1ts con-
tribution entirely in the form of a grant of $1,75 million, which was a
slight shortfall from the Lizure recommended by Mr, Guindey but which

Mr. Boomstra hoped the consortium would find acceptable because of the
qualitative advantages of grant #terms",
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i3, Mr. Belcher of the United Kinedom urged members not to misif-
Lterpret the fact that India wes not reclly in a position of default; the
mo&t importamt implication of that fact was that the consortium was not
faced with a conventional debt relief problem, An agreed debt relief
actlon, while bobh nccessary and urgent, should bs regarded as part of an
attempt to improve terms of aid. The United Xingdom would participate
to the full extent reccammended by Mr. Cuindey by granting refinancing :
loans at zero interest, with maturity of 25 years including 7 years of |
grace, providing of co*“se that all other members of the consortium indice- ;
ted similarly appropriate actions,

1. The representative of the United Suateo, Mr. Rees, observed that

there were three ways in which members scemed to f£ind the bropoged solution
unsatisfactory: some felt that the proposal was too limited in scope;

some felt that the element of havmonﬂz tion of aid implied in recommending

a minimum quality of contribution was inappropriate for a debt relief

excrcise; and some members felt that it we also 1nappr prlate to pWaﬂO a o
greater burden of relief on creditors whodu~ el S A Seen on the TR
hardest terms in the past. The United States wished té reiterate its.

position that some harmonization of terms was necessary. Ab the same

time, Mr. Rees sympathized with several points made by other delegates;

it was important to have some measurc to judge the quality of contribuiisn,
although no specific formula need be rigidly applied; the German proposal

to take definite action for cne year while expressing an intent to act in

the future could help many members over a legal barrier; "and the United

States joined Canada in hoping that as much relief as possible would be
additional to other new aid.

15. The Chairman anncunced that the Bank, because it could not
reschedule witheut interest, intended to make an additional contribution, .
as suggested by Mr. Guindey, which wonld place its total participation in
the range of between $10 and $15 million anmmally.,

Secend Session, Monday, Mareh L, 1968, 3:00 P.M,

16, The Chairmon opcned the second sesslon by respondlng to some of
the remarks mace in the morning. In response to queries about data in

Mr. Guindey'!s rveport and the Bank paper, Mr. Cargill noted that the debt
service -figures used to calewlate the propesed amount of debt relief for
the consorbium did not contain figures owwed to the ¥rupee area' or any
other non-consortium debiors., ~Llthough the Bank's total figure was higher
than one given recontly by the International Monetary Fund, the Chalrma

was cenvinced the Bank figore was more correct and was if anythlng an
understimate of the true fipure, The Chairman expected India to make a
statement, at the next ;ull ceting of the consortium in May, dealing with
action to secure parallel Leilef from the non-consortium crecditors and
with action to teke precauticns in the future management of its external
debt, The Bank's tentative view was ithat such precautions should be in
the form of a limitation on debt incurred on hard terms, self-imposed and
self-policed by India.
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17. The Chairmen stressed that the sort of debt relief agreemené
proposed by the Bank and NL. Guindey was eantirely different from other,
previous debt reccheduling cxorcises, including the Indonesian case, .
The point to be made in thc casc of India was that the terms upon which
nvccsaa~y aid had been pgronted in the past were too hard., Indlan debt

relief had to be scen in the context of improving the terms of future
ald and if it involved recognition of the fact that some mistakes had
becn made in the past, then there should be no embarrassment in recognizing ‘
such errors and acting to correct them. 4As to the .particular burden sharing
formula of Mr, Guindey's report, Mr. Cargill thought it was an admirable
compromise betwueen the extremes posed in the Bank paper; further, it was
necessary to have some mecans of assessing the quality of contributions in
order to satisfy members, who would otherwise be unable to act, that all
nembers had acted in a manner which was roughly within some agreed limits.

18. Referring to the actions indicated by members during the morning, ;
the Chairman expreosed his disappointment and his doubt that agreement ccula ;
be reached unless, in the first instance, there were further movenents
towards achlev1ng the goal of $300 million of relief for the three ycars
of the proposed consortium action. The spolesmen for the United States
and the United Kingdom supported this position,

19. After some discussion of the derivation of the figure of $20.2
million proposed by Mr. CGuindey for Italy's share in a common action,
Mr., Trotta indicated that his couniry could not accept such a high amount
because it implied acceptence of the principle of retroactive harmoniza-
. tion of aid terms, and because it represented a higher proportion of
anticipated debt service payments from India then was true in the case
of any other consortium creditor. Italy was andous to do its part, was
willing to take 2 positive attitude and discuss further the amount of its
contribution, and therefore requested that other members take into accownt
its special positicn with regard to the very high percentage of debt
service it was asked to forego.

20, Dr, Elson stated that Gerrany, although sharing the amxiety of

others thal a basis foi agreement . Fed ot vet been reached, hoped that

all members would continue to seek ways to reach 2 multllataral under-
tanding. Cermany had moved toward significently sofber terms of aid in

recent years, and heped that others would, in the same spirit, continue

the discussions until an agreement catisfactory to 2ll could be reached. .

21, Mr. Moreau said that Freonce agreed with the sentiment, advanced
by his German coTIOQvLo, that both because of the importance of debt
relief to India and because of the great efforts already made by some
members, the consortium shonld continue to discuss the matber until a
solution was found vhich weuld permit agreement on action if not on prin-
ciples. For its part, [rancs would make an effort to reach the figure
propoccd by Mr. Gulrocj which was cnly slightly higher than the proposed
figure Mr, Moreau had given in the morning session.
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22, The delegate of Canada, Mr. Drake, while expressing the hope
that more significant progr@siGe WMade, joined the French and German
spoltesmen in urging the consortium not to contemplate failure in this
effort to aid India.

23. The Chalrman, in response, noted that the positions so far
stated by Austria, Germany, France, and the Netherlands all in their own
way represented very considerable advances over positions held as recently
~2s September, and commended the efforts of the many country officials who
had been responsible for such progress.

Zh The Belgian Head of Delegation, Mr. Vanormellngen, indicated
that it was the intention of the Belglan administration to recommend that

v-c’,\,chodul:n.nrr te on terms of 3 percent interest and 25 years of maturity

including 7 years of grace, which represented a further softening of

Belgium's terms of aid to India. '

25, After the Chairman noted that while it might be possible after
further discussions to make a feasible propesal for a proper share for
Italy, the problem posed by Japan's inability to discuss an amount and
terms for its participation appeared to be more difficult. Accordingly,

he proposed to adjourn for further talks with those two delegations and

to reconvene the meeting the following morning, to which the members agreed.

Third Session, Tuesday, March 5, 1968, 10:30 A.M,

26, The Chairman asked members to elaborate upon the terms of their
proposed debt relief actions or to report, if possible, any progress in
improving their proposals.,

27. Mr, Rees of the Unlted States said that the United States pro-
posed, for each year of a consortium actlon, to postpone for ten years
withoub interest an amount of payments in accordance with Mr, Guindey's
suggestions.

28. For the United Kingdom, !Mr. Belcher said relief would be in the
form of interest free rcilﬂdqcung Loans of 25 years maturity including 7
years of grace (as stated in paragraph 12 above),

29. Mr. Boomstra of the Netherlands repeated the amount and terms of
his country's proposal as reported on Monday. (See paragraph 1j, above.)

30. The Japanese representative, Mr. Komura, could give no further
indication of the nature and extent of intended relief ;

31. Mr, Trotta, repeated that Italy, subject to an agreement in the
amount of its partlclpatlon, would reschcdule at the same terms as it had
. for Indonesia, making every effort to grant the softest possible terms.
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32. Dr., Flson announced the following composition of Germany's first
year contribution of $27 .5 million: $14.6 million postponement of zmoriti-
zatlon payments at 3 perceni duterest with 10 years maturity including 3
years of grace; $8 million in an untled, freely usable balance of payments
credit at 3 percent interest with 25 years maturity 1nclud1ng 7 yuar of
grace; and $4.9 million grant in the form of temporary reduction of the
interest rate on existing credits from about 5.50 or 5.75 percent to 3
percent. Dr, Flson hoped other members would redognize the high quality
of this oiter, and pointed out that it rcprosented what Gersmany liked to
call a "unilateral harmonization® of its terms of aid. He went on %o say
that Germany hoped all members would realize that supplicr credils were a
normal means of business between private parties in different countries,
but he also recognized that after proper study it might be proper for both
borrowing and lending countries to impose voluntary restrictions on L“,
total amount of such credits. Germary hoped that in the future studie
could alsc show how the consortium, and the Bank as its Chairman, coul”

be even more effective as an instrument for helping a developing counu-J
such as India to teke full advantage cf aid resources.

33. The representatives of France (sce paragraphs 7 and 20), Cquca
(paragraph 6), Belgiun (paragraphs 5 and 23) and Austria (paragraph Lj
repeated the details of their proposed contributions.

3L, The Chairman thanked members for their cooperation, especially

Dr. Elson for his thoughtful cemments. He feli that it might indeed be

time to have a thoughtful review of Indiza’s cconomic achievements and
problems, but he noted that just such a review had been undertaken on a
massive basis by the Bank economic mission in 196L/65, which Mr, Bernard
Bell had headed, While it would be inappropriate to repeat such an effort

50 soon, it was certainly in order %o review progress made on points ;
covered by that mission, and he welcomed comments by members on the subject.

35. The Chairmen referred toa form of temporary debt relief, which the
Bank had arranged with India during %he period when detailed discussions
were talking place within tie consortium and with Mr, Guindey. As was known
to meabers, the Bank, while awalting a comprehensive longer-term rearranie
nent of debt, had pluccod on temporary spacial deposit in the Reserve Benk
of India amounts equivalent to principal repayments to the Bank by India
during the current Indian fiscel year. Although the amounts were schedulad
to be withdrawn on March 31, the Bank was aware that to remove the entire
deposit at once would be anomelous in the context of a consortium debt
reliel action. The Chalrpen assured members that ef”o ts would bs made

to arrange some more eppropriate soluticn.

36, Returning to the problems encountered in reaching an agreemont
on relief within the c01uoru1um, the Chalrman suﬁgeotod a method of con-
tinuing the effort to reach an &cceptzoie soiution. He asked France to
reeonsider the possibility of maklnv an additlonal contribution to com-
cnsate for interest charged, as the Bank was willing to do. The two
principal points outstanding, however, were the questions of whether or

¢

.
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not Japan and Italy wouLd be able to make contributions to the exercise
walch would be adcquate to cnable othor members to proceed with formal
implenmcntation of thoir proposals. The Chairman asked that he be glven
reoponsibility to engege in Lurthor Qiscusiicons with the Governments of
Italy and Japan in hopos of rcaching & reasonable accommodation. If he
was ablc o reach a position which he could recommend for acceptance oy
cther members, he would so notify the consortium and try to establish an
agreement on debt relief without havzng another meeting. Members dnguh

that the Chairman should proceed on that basis.

Asia Department
April 12, 1968
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s DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D, C. 20523

OFFICE OF
THE ADMINISTRATOR

MEMORALDUM FOR THE PRESIDENT &

SUBJECT: Rescheduling Indian Debt

Problem: We need to take a position on & World Bank proposal to
reschedule Indian debl to be considered at a meeting of the Consortium
March 4 and 5.

The Need for Acltion: Two pressures have brought the Indian debt
question increasingly forward and now to the point of action, namely:
The increasing burden on India and the problem of maintaining a net
flow with the burden shared more fgirly among donors.

~--Debt Service on existing debt to the convertible currency
area in the next three years will be 27% of India's earnings,
even on favorable assumptions about exports. This is a very
high rate. Debt service to the Consortium members alone will
total more than $1.2 billion for this period, or 30 to L0%
of new Consortium aid. i

* -~Because of high interest and the short maturity aid offered by
many other Consortium members, we are providing an expanding
share of net aid. If present trends continue, within a decade
the U.S., Canada and the UK would be the only Consortium
nations providing net aid to India; the others would collect

- more than they provide in new aid. This trend has to be
reversed.

The Consortium understands the need for action does not arise from
Indian failure to mzet debt payments nor does India threaten default.
The Consortium has considered the debt problem as largely a problem
of terms of aid. The rescheduling is thus proposed in a developmental
context, not one of default.

The World Bank Proposal

The proposal before the March meeting calls for:
--Rescheduling of $100 million a year

--Yor three years beginning April 1968

LIMITED OFFICIAT, USE
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~-~Postponement for 10 years of the rescheduled amounts

--Zero interest (or its equivalent) during the postponement period

~--Sharing of the relief so that all creditors, including the U.S.,
participate but with a relatively heavier share imposed on those .
with the, poorest past terms. The U.S. share of the $100 million
is proposed to be $8.7 million

Issues

Sharing the Burden (See TAB A)
The Consortiun has reviewed a nwnber of bases for allocating shares of
relief. Two logical extremes exist: '

~-8traight Shares, or identical proportlon of relief from each
donor, and

--Harmonizaetion, or allocgbion of relief shares against those
vhose debt service receipts from Indis exceed Lhe Conso,tlum
average.

The straight shares appvoach would call for $20 mllllon a year from
the U.S. while the harmonization approach would relieve the U.S.
Canada and the Bank/IDA from any obligation.

The straight shares approach would perpetuate the adverse trend of
net aid; harmonization would slow the adverse trend by bearing more
heavily on those donors who have given the poorest terms,

The harmonization approach will not be accepted. Other than the U.S:,
only Canada and (at its cost) the UK would support it.

On the other hand, we have made it clear we will not accept the
straight shares approach, and that in the near future some brake

must be placed on the worsening trend of net aid.

The proposal for the March meeting advances a compromise position,
about halfway bethen the harmonization and the straight shares

formulas,

The compromise proposal establishes the principle of differential
shares--lthe largest sharas being required from those who have given

"the hardest terms. Acceptance of this formula by the harder term

LIMITED QFFICTAL USE
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nembers and this is problermt1Ca1, will not reverse the net aid trend
in this exercise because the scale of the exercise is small and because
other merbers have declered that the relief will be counted ggainst
their subsequent aid pledges. Acceptance "of the compromis se, however,
provides a good basis in principle for-later negotiations on aid
shares. . o~

The compromise proposal would secure some immediate gains for the
United States relative o the harder term givers. It would require
larger concessions on bterms and on aid flexibility from others compared
to those asked of the U.S., Canads and the UK., The 10 year postpone-

"ment at zero interest represents significantly better terms than most

of the Consgortium members have given., The use of rescheduling improves
immegsurably the quality of aid by many whose aid has been loaded with
inflexibilities whereas it is less of a quality shift for the U.S

Thus on all quelitative aspects, others are required to make more
concessions than the U.S. And, they are required to make these con-
cessions on a much more significant portion of their aid (See TAB B).

The compromise proposal is the best we can hope to gct and is a very
useful and important step in the direction we want to go.

Debt Relief as Additive Aid. A sure and quick way to reverse the
adverse trend of nel aid would be to have debt relief recognized eas
additive to regular aid--and to sedk to hold previous shares for the
regular &aid residue. The disproportionately higher reliel share by
the hard donors would thus increase their share of net aid. As stated
above, most Consortium members have already rejected this approach,
and we have little leverage to force a change with this exercige. Ve
should, however, seek to do so but should not press this to the point
of losing the chance for the modest but real gains for the U.S. in the
proposal even without the additive feature.

Balance of Payments Impact., The proposal calls for relief in the form
of rescheduling or cash refinancing. This relief gives India more

free exchange and could be looked at as untied aid with possible adverse
B/P effect. The proposed U.S. share in the relief exercise, however,

is under 9% while the U.S. share of Indian imports with free exchange
has been about 13%, We have no reason to believe that the U.S. would
get less than l3%_of the increased free exchange--if others, and we
should insist that they do, provide completely free debt relief. Thus,
there is likely to be no adverse balance of payments impact. In fTact,
if we can put the exercise through, we stand to gain.

LIMITED OFFICTAIL- USE
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Furthermors, U.S. insisberce on eny forma of protection would give
¥rence wnd Japan end others on cxcuse for the non-parvticipation they
cleayly prefor, and groands vhich Lhey countd use Lo blomo the Ic»]urc
T 1the excrcise on the U.LS.

fon byt all Donors. Some who hirut Le vwilling to participale

] st providing the relief at the desired
stanﬁayd~~ior ten years without interest. Allernabe devices Lo sccure
equivelent "quality" of relief by all include: particl cancellation

of écbt or voluntary raliel beyond the reguired share., These approsches
can be reduced to o cormon denominator--the groant OOHWVn]CFL of the
relied~-end thus eguivalence cen be measured,

Bibitions of

The Bank/]DA femily is a spacial case, since interest muc t be chegrged
end cancellsation is not possidble. Ceorge Veods has proposed Lo the
for)d Bank Fxecubtive Directors (Lo r rpzel Febroary 23) thal the Dank
provide eboul 507 more reliel thon its share under the compromise

proposal in order to partly compensebe for iis nced to cherge interest

on-the reschoeduled cwmount. The Bank mansgenent cannot go beyond this
without difficuliy, and Executive Brench agencies are inclined to
support Hr. Wood's proposition., With this partisl exception for the

Banl, only rcliefl of cualily equivalent to the agreed Uua;dzrd should
be ecceptoble. '

There is a question as to willinguess of some, particularly Japan bub
to an extent Cermany, France and Itlaly, to pﬂru101ydte ouanultuulve]y
to the level of the compromise sharing proposal which calls for a

higher share from these harder-term lenders. Refusal by any of these
nations to pzriicipote would endanger success of the erercise and -
should be groupds for U.S. refusal to participate. o

Debl Relief by Bloc. India has becen reluctant to agree to press for
parellel reliel from non-Consortium creditors, primarily the Soviet Bloc,
on grounds that scrvice to these creditors is not in free ezchange but
rather in the fozm of purchases of goods in India, India's claim is

that these cxports are not a substantial burden or not comparable to
Tree exchange ‘n} nknts to the Consortiunm,

Ve do not eccept this argument nor do other Consortiuvm meombers. The
exports 1o the Bloc have their cosls in moterials, labor, power and
trensportalion. Furthermore; we and olhers, would have political
difficuliics gj ‘ing debl relief which could te sz2id to or which could

in fact allow India to continue its debt paywents 4o the Sevicet BEloc,
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At the least, India must agree to make an effort to secure parallel
relief from the Bloc. - India should also be advised that, if relief is
not secured from the Bloc, continuation of Consortium relief for the
contemplated three years, and, more particularly, any extension
beyond that period, would become increasingly difficult.

Limiting Supplier Credits. Unrestrained Indian imports on short-term
supplier credits could defeat the purpose of .the debt relief exercise.
This is not now a significant problem, but some countries might be
tempted to leave the Consortium, or remain only in a nominal way, and
extend to India extensive short-term credit. The Consortium relief,

if granted, would then be used to finance these harder transactions.
Accordingly, and as a condition of a relief exercise, the Consortium
should ask India to agree to consult on the need to place limitations
on the future use of supplier credits. We would expect that India will
readily agree on this point.

Indian Debt to the United States

Indian scheduled repayments in the next three years (see TAB C) are on
account of Export-Import Bank loans ($50 million plus a year), A.I.D.
development loans (about $15 million & year) and the 1951 Wheat Loan
($10 million a year). It is legally possible to reschedule any of
these, in whole or part, for 10 years without interest. Rescheduling
of Wheat Loan payments, however, has fewer policy difficulties than
would be the case for elther Ex-Im or A.I.D. The compromlise sharing
formula, which we should not exceed, calls for just under $9 million
a year as the U.S. share. Accordingly, the entire U.S. share, if
agreement is reached in the Consortium, can be accommodated within the
payments due under the Wheat Loan.

Recommendation: Believing it to be in the U.S. interest, particularly
following & year of reduced aid avallability, it is recommended that -
we take an active role in seeking agreement by the Consortium to debt
rescheduling for India for $100 million a year for three years, subject
to the followlng terms and conditions:

--Rescheduling to be for 10 years at no interest or on such

_ lesser terms as may be agreed, providing that the major members
of the Consortium participate and that all participants, with
the partial exception of the World Bank, provide relief of
equivalent quality; ‘ .
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s

LIMITED OFFICIAL USE

~-Relief to be shared among the participants on a basis no less
favorable to the U.S. than that of the compromise formula
vhich requires a small shere from the U,S. and other donors
who have provided better terms of aid;

~~The U.S., share of not more than $9,pillion to be provided by
rescheduling of payments duvue under the 1951 Wheal Loan; and

-~Provided Indis ggrees to seek parallcl relief from other
creditors including the Bloc, and agreces to prudent limitation
on future acceptance of supplier credits. '

~-Provided other Consortium members asgree that at least part of
the debt relief is additive in order to reverse the adverse
trend of net aid, or, failing agreement, are put on notice that
this remains a strong U.S. objective to be pursued in sub-
sequent aid discussions.

The Department of State and the Export-Import Bank join in the ébove
recommendation.

William S. Gaud

Attachments (3)
TAB A, B and C

Approved: / o
‘ /

Disapproved:

Date: 24 February, 1968
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Austria
Belgium
Canada
France
Germany
Italy
Japan
Netherlands
UK
Bank/IDA
Sub-total
United States

Total
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‘TAB A
Alternate Bases for Sharing $1OO Million Annual Relief
($ in millions—rogpded)
"HARMOI[TZATION" "COM%RbMISE" | "STRAIGHT SHARES"
(Heavier reliefl by (Relief about midway  (Relief proportional
harder donors) belween extremes) to debt service
1 | 1 ' 1
1 . 1l ) | 1
- 1 2
7 5 3
34 o1 18
9 7 ' !
27 20 B 12
1 1 1l
20 ’ 18 16
_ . 10 _ 22
100 9l - 80 *-
- 9 20
100 100 | 100

LIMITED OFFICIAL USE

=]

-



Japan
Germany
France

U.S.
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TAB B

Relstive Incidence of "Quality" Concessions

Historic

Aid Shore Y

($ millions)
u;
63
17
385

" Debt Reliefl Reguired: Compromise Formula,

Relief in  Percent of Aid
- $ millions . in form of relicf
20 g
27 - heg
5 : | 9%
9 %

‘}/ For illustrative purposes, aid shares are shown on the basis
of the allocation of the $900 million Consortium support provided
to back the Indian 1906 devaluation and import reformn.

F.\s
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Estinated PéYments Due U,S. From India

FY 1969
ExIm Bank
A.I.D,

1951 Vheat Loan

FY 197Q
ExIm Bank
A.1.D.

1951 Wheat ILoan

FY 1971
ExIm Bank
A.I.D.

1951 Vheat Loan

($ in millions-rounded)

Princigg&

38

Ly

39

L5

39

5
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Interest

17
14
L

35

15

13
15

32

TAB C .

Egtal

55
14
10
79 .

5l
15

10
9

52
15
10
7




PROCESSING NOTE

Documents #10 and #10a in National Security File, Files of Edward K. Hamilton, “India,” Box 2
were incorrectly filed in that location. They have been removed to their correct location in
National Security File, Files of Edward K. Hamilton, “Swaziland,” Box 4 and renumbered #3
and #3a.

Jennifer Cuddeback
Archivist

July 22, 2002
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