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SUMMARY NOTES OF 57 6th NSC MEETING 
October 11, 1967 ; 12:10 to 12:4 0 P . M. 

U. S. Food Aid 

The President: The PL-480 program was initiated as a surplus f ood program 
in an attempt to raise the price paid U . S. farmers for their products, principally 
wheat . It has become a n AID problen-1 because we must now substitute bushels 
of wheat for thos e dollars which the Congress is not giving u s to use in a ssisting 
foreign countries economically. 

AID Director Gaud: The PL- 480 program has gone through three stages. The 

firs t •stage involved disposal of surplus commodities . Our ag reements provided 

fo r very easy terms. In the second stage , w e made our conditions tougher . In 

the third stage dur ing which surplusses became shortages , we were u n able to do 

what we want ed to. The present s tage invol ves the usage o! the surplusees w o 


have while retaining specific self- help a ctions we requir e of countries receiving 

a ssistance. 


There are four identifiable issues : 

1. Do we insist on specific c lauses c overing marketing requirements or 

should we be fle x ible on this point , deciding o n a case- by- c ase basis ? It is 

recommended that we stretch the marketing requirements and keep the clauses 

covering this issue flexible . 


2. Without jeopardizing our long-term objectives , we mu st decide whether 

we can inc reas e food aid to fill the gap left b e cause of the r e duced AID funds 

a ppropriated by Congress. Specific count ries involved are Ceylon, Colombia, 

and Chile . 


3 . Should we use food aid to build up buffer stocks in the recipi ent countries ? 
4. Should we soften the terms a nd the amount of d ownpayment now being 

required in existing agreements 7 Two countries particularly involve d are Brazil 
a nd Co lornbia. 

The Pre side nt: Why doesn 1t Brazil want our wheat? 

AID Director Gaud a nd Secretary Freeman : Our terms are too high in their 
o pinion. They believe our wheat will cost th em too much . 

S ecretary Freeman: The wheat s ituatio n i.n th e U .S. has turned around. Avail ­
a bilities may well be down if cu rr ent c r op estimates a re cor rect. Food agreements 
h ave been tight e n ed up with a view to fo r c ing recipient count ries to ca rry out seli ­
he lp measures . Our wheat exports dropped beca use the wor ldwide ha r vest is 
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Secretary Freeman (cont'd. ): 

good. The wheat market overreacted. We now have checked the downward 
price trend. The bushel price may be $1. 50. Our policy should be to m ove out 
PL- 480 wheat rather than to force commercial wheat sales. 

The present estimate is that we will have to move 400 million bus hels to get 

a domestic price of $1. 40 to $1. 50 a bushel. Current sales are estimated a t 

300 million bushels. The only place to sell additional quan titie s is in India. 


The President: If India goes out in the open market to buy wheat, it should buy 
from us. 

Secreta ry Fowle r: The question boils down to the Indian problem. Given the 
domestic supply situation, if we push wheat sales, we face the prospect of eroding 
the self- help p r ovisions in our agreements and affect ing the c ommercial ma rket. 
Among the options listed in the Freeman-Gaud paper (copy att ached), an option 
not listed would p r ovide that the condition of our sa le would depend upon agreement 
of India to purchase 500, 000 tons of U.S. wheat. We would insist on other 
countries matching what we did. In general, we should insist that food a id be 
included in the total aid picture insofar as matching is concerned. Our p r esent 
domestic supply problem should be handled in such a way as not to weaken the 
matching principle in future yea rs. 

Walt Rostow: We have a chance to break down zonal restr ictions involving the 

movement of foodmlndia . To do so would be a real plus and is worth a try. 

When the Indian Consortium i s negotiated in November, we should try to get our 

f ood aid counted as part of our c ontribution. 


Sec retary Rusk: We should ask the Senio r Inte r - Departmental Group to look at 

our various food and AID policies. 


The President: Recommendations should be sent to me . If food recipient 
countries must buy wheat in addition to the amounts they are receiving from 
donors, they should buy from the United States. 

GBN'Y!DEN1' IALI-SENSITIVE 
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lilliiORAllDUi·I TO THE PRESIDEr!T 

SUBJECT; Food Aid for India in 1968 

Recow.~2ndation: 

We should take the initiative no-.1 -- in G:tcz·::- -- t o strike a deal •,rit~ 

I ndia involving food price and distribution =-=~arms and major prosram:::ied 
grain exports froo the United States. · __/ 

T"nerefore we: recol'T.lend that you authori=e ~~iate negot i at i ons with 
India on the ;asis of Option I II outlined beli:-~; offering a 6-oonth 
agree~ent ;Or 3 1/2 cillion tons of PL 480 graf.3 for 1968. This action: 

offers a good chance for a major self-~elp reform, one for 
which the U.S. can justly take & 'tl.ajo:r she.re of cr edit, 

justifies export of enoUf;~ grairr.. ~o s-_-:::>ort requir ed reforms 
in India , end enough to =ieet cur o-.:n ?°I.- 480 export target, and 

ta.~es into accotL,t the expected =~o~ ~id con~ributions by 
cot:ntries other ttan the United. s::a::~ a.s part of t he food 
aid co~vention of the Kennedy Roi..:.:-.i . 

It is unde:-stood ~~at this offe:- is conQ~~ic.::=-2. ~?O~ Indian adoption
of a food policy reforn packa;e Of: ::.a~·:)!" :-e-::=..X!' t ion of zones 2 fi~ 
ince~tive s~~~ort p:::-ice~, buf~er s~oc~c~i:~~~~ and wicer authority 
for the Food Corporatio:i; as ·...·ell as I:1C...::.2.. ~:::..n~ a substantial 
portion of her commer cial ?urchases i~ t~~ Ur.~ted States . 

Approved: 

f . 

, 
Disapprov<::_ · 


I
.. 
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! ~ 

Orville ~ . r~ee~an 

- Secr etar/ Jzinistrato:::­
Depart~ent of Agriculture A5ency ~== Internatior.al Develo?=~~: 

DEClASSIFJED ~Gii£:==:':-' ­
E.O. 12356. Sec. 3.4 
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The Outstanding Balance of the 1957 ProGra.~ 

Last February you made a conditional offer of 3 million tons of food 
grains to India. 500,000 tons is still outste-!ding. It is clear that 
this a..-ioW1t 1 for ~hich matchins wa~ sought, will not be matched. It 
is also too late to arrange for additional.arrivals to India this 
yea:r. Accordingly, we propoze to focus negot£ati ons exclusively on 
a comprehensive early 1968 iLiport proGX"a.m wi.tb. accompanying reforms. 

The New Indian Harvest Create::; Iiew Problems 

To focus now on the necotiation of e.n early i968 PL 480 pro&ra.~ i s 
appropriate to the prczcnt Indian situatio~. 

After, two yeai·s of drought, India now faces a .record crop which mi@t 
cause wide seasonal e.nd regional swin33 in fcoci price~ . This ~ould "'- ­
reduce farm:?r incentives to buy fertilizer ami. new seeds, and po:.e a 
serious danger to the success of the new Indi.Ltn agricultural. policies. 

A dra.~atic change in Indian ~ood price and di.!:tribution policy is an 
essential feature of their agricultural deve~:nent pro&rari. . India 
needs a stabilized national grain market -- t~.=ough the instrur.ientality 
of buffer stocks and i~centive prices to prcdl~cers . And it needs to 
dismantle the cu.":lberso~e and inefficient di.=ec~ contr.ols over food 
distribution and retail prices . 

A successful nation~l food policy ~ould elsu fU.rther one of our 
political objectives for India -- binding t~~~her the states with 
new ties of interdcpc:icence and strengthenillg the national government. 

- .India.11 Food Policy Reforns Needed 

The princip~l reforms required are: 

cajor rcforras to achieve as soon as ~GSsible the ra~oval of 
the present 17- state food zone syst~ hhich prevents private 
internal food shipment , oaC:~s up p~O::-;:;.~tio~ -- and depresses 
prices - - in the best production ar~s, and recuces grain 
flows to shortage areas; 

effective incentive support prices :'rr= ?reducers high enough 
to give the.":l adequat.e margin a~d e:io:.:==age them to buy and 
use fertilizers and other reodern ca~~ ~nputs; 

ceL:i.berate acet.:..::IUlation ·of buffer stoC::.:s in the ~onths ahead, 
dra-..m partly fro:i their o;.;'71 cro!'s, tc ;-_old against futu.re 
scarcity and atte~dant u.,due price cil~-os; 

http:India.11


cmm:=:'i'IAL 
3 

authorization for tr.e Foo1 Corporat i on of India to buy 
foocigra ins at ma!'ket prices, o.nd t o stor ) shi p and sell 
such grain. 

Support of Reform Within I ndia -- and Ouposition 
/ 

Reforr:-:s of this gener al nature find supporters in key places within 
India 1 s central govcr~~nt, including th e ?·linister of Food anci AG?"i­
culture and the l·iinister of Finance . But opposition i s deepl y rooted. 
It i s pe..l·ticularly st::-ong ainonci stc.te officials who seek low prices 
for co:ist:.'"';'lers a-cd r;-.axi.-n\:ltl cont:C'ol of their gr ain supplies. Advocates 
of controls also l a ck confice:ice i n the ability of the free market 
to protect pr oducers and const!.-:iers at;ainst e::ctrc."ile price fluctua".;ions 
and reeional Lalci~tribuiio~ of foo tl . This po~ition is rein forced \.. 
by the le.cl: of e;rr·.in sto:k!> ccntrol 1-ed by the central government . "--­
The creation of such stock::; vould '-lea.'i<en .the position of those 
favori~g o. policy of food zones. 

The U. S . S11uoly Situation -- Our lieed to 1.:~ve Grain 

The btt:i:;ier crop in India coincic!es with the need to naintain a high 
l evel of U.S. grain eA-ports in co~ing months to strengthen U.S . farr.i 
prices. 

U. S . Levere.:-e ?-:av B~ D(!cisive -- If Ap::ilied Nm.; 

Availability of U. S. wheat under a new PL 480 agreer:'2 nt would strengthen 
t he hand o:: re fo!7.l sup:port e!'s in t he Centra l Go-..· ern::i':!:-r~ and cotld be · 
inportant t o overco:r.in~ the opposit ion of critics , r.iainly in the states . 
T'nus, we i::-..ay be able to sup:;ily t he dec:.sive 1>US!'-. by co:iditionine a.­
lna.jor 1968" food aid pack.age on I ndian iL!pleccntation of the abo·1e 
refor::is . 

Despite the he<i:fJ' crop, I ndia ' s central governr.~::it needs grain. 
I t is most un.li}~ely th~t sufficient g::-ain ca~ ~2 :;iroc\.!red inter~ally 
to build un cent:::al st.o.:;.c::; ar:d to achi eve t:-:e :. :~ded refoms . Cron 
est:i...::a-vcs ; o-..; var y be~~·:een 92 and 98 millio~ i. : .. s , •.ri th 95 z:U.llion- a 
gooci ·,.;or}:ing c..ssl::.".:;>tio:1 . Arter t~:o yca:rs -; : .. .;._·.::ship, C:e~anci for 
foodg:rain consu.-::pt i o:i and r e:pl enis":-.:-,ent o:' ; r::.·:.:.t.e stoc..~s is e;...-pected 
to.tot.al a?:;i=o:d...~ately 100 tlillion ~ons ~- tr...:..~ should be added the 
need ::'or at least t ·,ro !!".illior:i tons for ..!. c =·'.~tra:.. bu ffer stock. The 
gap to be filled on this basis by i=iports is a bout seven milJ.ion t ons . 

cc:rPifJ.:u..I. .Lr'.L 
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The cle.:;ree of ou.r infl\:.ence 0·1er Indian focC. ::?Olicy is critically 
related to ti..-:tlng. By the sa:ne token> o'..l.l" le·1t:?rage is both 
transitory and c;.ualil"":i..~<.l; it wca!:ens !\l.rther a:s India's harvest 
progresses> and as our need ta eX?ort grai~ b~co~es more obvious . 

Tur;:.ediate action .could achieve: / 

food polic:; reforr.s, and 
I:"..axi.Ir.t:!:i export of U.S. grain, perhaps: 6 million tons for 
CY 1968. 

Relation to Food Matchir.G for India 

Last year we made a m~jor effort on food na~c:::,ing beyond an initia{- . 
base of 3,5 million tons for India. We co~ributed to: ~ 

strengthening Indian a£7icultural p:i_rforroance; 

z;:arkedly shH'ting priorities to~.:ard .t~ertilizer and other 
agricultural it;pu~s; 

inducinG bette~ ~id !'!'om o~hcrs , ~oit: in flexibility and 
in terms; 

helping pave the ~ay for the Intc~~~=~~~al Grains Agreement, 
thus institutior.~lizing the ~a~chi~J ~rinciple . 

We ~ay also have headed off a decl~~e in ~o-'v.:...... aid to India, thouf;h 
this is .:.r..~,..:s sible to }:.•0-.1. But in ret:-~ .::?e-..::-: it is clear that our 
ai.!::1 of-i.:.crcased food aio by others on to:;:: cf' continuinG develo-:i:ncnt 
aid has not bee~ ~eali~eo . 

Lon;- te:rn Fcod ~·:atchin;: '.fnrouijh the Inte..:-::at~c·:itl Grai::1s .~.o-eenent 

For :;_968 and subseo_uent ye~s the Food 1-..:;_. i:c.~wentio:'l of t:;e Intcrna­
tio::al Grains Agree::i!:?:it ·,;ill !)rovide sub:: 2~-:.~al I:l.:ltchin5 of U.S. 
cont=ibutio~s. Special effo:rts : or adci~~~.:.;.l natching should be 
l.ir.i.ted to emergency situations like InC..::.a's last year. 

For the futcre 1 the Food Aid Convention ~=o-~ces for a.-ri a.."1nutl 
co~tributio~ of 2.3 ~~llio~ tons of S"a;; to ceveloping ccunt:-ies by 
coun~:ries other than :he U. S. This prog;:-a~ is scheduled to begin 
ope!'atio~ in mid-1968. Together ~it~ ot:.er co~tributio~s it should 
inst:.re c~=~~t food aid ~o India ~c~ other food exporting cou.~tries 
in 1$~8 o~ aoout 1 ~i l ~~on tons . This ~-ill cc~e p=i~arily f'rc~ Ca::ada, 
with le::se:r a.rooun~s f::-c::. Australia a."1d £'0Ssibly the USSR. Othe:::­
donors ca:-~~ot be cou.~~ed on for anyt~ing out ~o.:ri.nal contributic~s. 

COi'iFB;c.. ;TIJ r. . .. 
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Aid budc~ts are under ?!'essure in e.ll of' the rrnjor industrial aid 
dono~ countries, and no~c are lD:ely to increase th eir overa.lJ. aid 
progrc.;;i:;, either Globally or spccificall..Y to Inciia. 

He ED.ve '?hrce 1·'.c..jor ():1tions : 

o;>-tio:1 I : fuJJ. J.:at.chinF; for Indi~ . A.'1 effort to get full 
reatchinG of ~ s~b~tanti~i 19od U.S . co!'ltribution to India is mo~t 
W1lit:cly to succeed . 'Ihe Gen~v~ (;!"ai:1 talks ':ere, in effect, the 
nei;otiations on r.i~1.tci1in!3 for the perio3 t:irou6h 1971, barring a new 

... ~ c:-e~~~-cy '.'ot-t a •. ; rp"'<ont full r::atch1
would :;e::c.iousl•,· J.i-.:i·.:. U. S . e:-:-;-~r-.::; to .!..n~ia in the ye12.r ahead - ­
nrobaol'.' to e:v0:i-.:. one ::-.i:!..lic:1 1:0 ~~5 • 

far::l. n"t.! .J • i..:i ,, . . • ~-.. """' j_~nc~""::i·'t.• - I.. ... ' r c.;\,'"""-... - - · ·- or , . • ' n-;? 

..._____~~·'---~~~~~~~~~~~~~~ 

~"ltion II : Li;:~it eci : '.:ttchi:l p - C.~ :: Y~~r. This would be a 1-year 
a.:':ree:~-~~ ·~ for U? to 5. 5 r-.illio~1 to!'ls ~; . S . o:-ain. I t would include the 
b:?.sc ~t of 3} r..illio;i to:i=, the: ar~o·.int we sent to I ndia i n 1967 
witho;.<t r.:?.tc:hing, ulus ona nillion "::ons to be :provided for Indian 
Gover:t.;:ent :;tcd:':J·J.ilciTr:c; . This would be :::~\.chej by internal procure­
ccnt of <lt l<!.:::.st l :r.illio:1 tons . A~ot'.:e~· l :tlllion tons "·ould be 
:provicC:tl by the: U. s . , contine(!:\t o:i :r.a !: chir.~ th rough the Grains 
Agrec.--::e:it and s,pzcial arran8e;:ients. 

Tnis C:t'tio:i follo~;s la:;-c yea"!' 1 s preccc£>:i.-: c:: :-.:.-ccninG· Unlike 
Optio~ I, it offers a p~ospect for coving ~~~ni:1gful ~uantities of 
grain - - U? to 5~· rtlllio:-i to:1s -- enouch -:o· :::eet In<li~ 1 s needs and 
to achieve policy cr.a1:ses. It ·.rould cc;.:<:? close to meeting our o<m 
ne:cds, bt~t v:ould l:L-Ut th'= a-count ·..;e cot.:ld ship India in the- last 
half of 1968 . 

C!Jtio:i III : Li..~it~d ~·~~tc~li:"!; - Si:·: ~=~:-rt'hs . Tnis "rould be a 
·o,,. - .... ..,-._,•• v.. - - --·-·'w 1-or 4 .J...ol.. - +ons -·~,...c··\.ll·- - \· r.u· , d- 19c,,.8 .r. • x-1·.,..,, .- ""--,.p.-.- o.,- 31'z ~·~ll{ O"' \.o ...~th no ._..._...•• J ~ .. , 1 ..... :>'". nJ.. 

co::-:::-J.~::-.e:.t by :.:: :~ U. S. fo:- tne l<lst half cf t.fie year. I t ·,;ould exe:;pt 
frc~ :~.3.~chi:i; a base a~ot:.nt of 3! ~illic~ to~s as in II, incl~din~ 
1 nillion to~5 :o:: Inci~!'l C-overrt-:ler.;;. s":.cckbuiloi..'1g, to-be na~ch~ci. . 
py i:i~ernz.1 p:·_;·..::11.-:-.e::t of at l e:ast 1 ::-.illic~ to:is for stoc~s . We 
~:oclc! ::-.::. ~::t=-!.~. o~i !" fl--:;:i.bilit~1 on r::atc;:ir.~ anll total s:11i;:-:e:-tts fo'!.~ t:-te 
seco::C. :.alf o:' l~~d , ·,;hen we could ::.~:e :\:r-;;'.-'."- .:- decisions base:i on 
O\;.I' i;rair. .si-.;\llt;ion, our India policy object:.·J-; .-., and the coming into 
effec~ of the J::::lternational Grains Agreez.ent c r• July 1. 

SS\V!CESET 
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DEPARTMENT OF STATE 
AGENCY FO R INTERNATIONAL DEVELOPMENT 

V./o~hmgton 25, D. C. 

OCT 1 0 1967 
CO~WIWf'!'lAL 

OFFICE OF 
THE ADMINISTRATOR 

/ 
MEMORANDUM FOR THE PP.ESIDENT 

SUBJECT: P. L. 480 Pr ogram Possibilities 

I n our memor andum of September 25 11e outlined t:-.e p rospects f or maximizing 
P. L. 480 shipments for the rema inder of t h i s fiscal year . We also 
i nd i cated t hat we were unc;:!rtaking an int ensive country- by -count r y 
p r ogr am r evi ew to ascertain ··.1her e P . L . 480 m.ig:it be s ubstituted for 
dollar aid . "'-..___ 

'Thi s memorandu.-i outlines additional possibili ties f or movi~g commod i ties 
under P. L. 480 , and poses for your considerati·:m cer tain r e lated policy 
i s sues. We believe that the adoption of these pr opos als would grea t l y 
i ncrea se P . L . 480 s h lpments ove1· l evels that (°'-ther wi se would occur , and 
s erve the twin objectives of stretching cur l i•~;ted f unds that will be 
avail able for for eign a:;;sistance this year and :=tr er.gthening domestic 
commodity prices . ffe propose two appr oaches to maximizing Ti tle I, 
P. L. 480 sal es : 

1 . 	 Acceler ate normal P. L. 4So programming for major coWltr ies 
i ncluding fodia and Fa.1<i£t.a_r1 . 

2 . 	 Substitute ·,1here possible P . L . 480 for do.t.2.ar assistance . 

Under both. approa~hes the 2.ffiOlL"lt of ccmmoditie1'! that can be moved will 
be affected b~r the pol i:ies that are adopted . :Jnder the !'ir s t we can 
maximize shipme!'lta in the year ar.eaa by (a) r el.3.::lng our r equirer:1ents 
for matching and (b) providing grain for buffer ~tocks . As indicated j~ 
our earlier nemore.r.dum . t~1e pcssibilities of s~b::tituting P . L. 480 fo r 
other form:= -:J:' aid are l~'"'.1.ited by (1) legi.slat::.-.-e r eqllir ements to 
protect i.;.sual commercfal ~:ar:~etings of both t~e Ur.it ed States and 
f riendly countries , (b) self-helo r~auirem::mts t:iat must be obs er ved, 
( C) the :·ri llingness ~S -;.;ell as t!:e capacity of !'eCipi ent countr ies ~O 
ab:;:orb ? . L. 4~') commodi•,ies, and (d) in Latin America trade preferences 
withi n LA.FT..~ . 

The possibilities of substituting P. L. 4~0 for other dollar aid can 
neverthele -:::; be influer:-:ed to a cer-cain extent ·-:>j" adw.inistrat i ve and 
?Olicy cecisio'!'l.s . Usual ::-..a.Ykei:in; r~q:..tir::-.e!!t~ are a matter of 

l>ECL1\SS!rtED 
E.O. 12356. Sec. 3.4 
Nt!-I B 7 - ~ 3o 

NAHA. 0 ,ue .3 -d. - 70 

http:do.t.2.ar


2 

administrative judgment. Also, some countries are uncertain about P. L. 
480 because we could not meet all r equests last year when grain supplies 
were short . 

We believe these limitations can be mit i gated by giving the best possible 
assurances within the l egislation that any P . L . 480 commodities which 
are programmed will be supplied , c.nd by adopting as a matter of policy 
the most liberal interpretati on possible cf usual marketing requirements 
consistent with the protection of commer c ial marketing of t he United 
States and friendly countries. 

The po~sible country programs, in light of this approach, ar e as follows : 

India 
The new progra..rn pr oposal is contained in a separate memorandum which was 
forwarded to you today. 

Pakistan 
By acceleratinl.$ normal P . L. 4So p!·ograre.'ring for Pakistan, we can make a 
major contribution to Pakistan economic policy formulation in the area 
of agricultural price and inport policy . Assura.~ce of suppl y through 
the end of calendar year 1968 and a progra~ of building buf'fers would 
permit Pakistan to calculate for eign exc~ange re~uirements for food in 
relation to its new i.r.rpcr t policy to be a..·mo~ced in January 1968 in the 
knowledge that it could ass ure s t able fcod prices . 

In FY 1$68 agreements have b~e~ concluced ~or 1. 25 million tons -of wheat . 
The Goverrunent of Pakistan has i ndicated that it requires about an addi ­
' ­t\onal 750 , 000 tons of ;,·heat to meet ccnslllCption requirements until t he 

nixt har vest . Against this r equiri:ment t~e Go·:er::.ment of Pa...1<i8tan has 
be,en offer ed 500 ,000 tons of Titl e I wheat and 2.n additional 125 ,000 tons 
if this is matched by the purchese of another 125,000 tons co!!l.~erci~lly . 

The Pakistan Finance Minister states that P:Uc:star. cannot affor d the 
foreign exchange outlay requir ed to make th~ G~ditional COrrL~ercial purch~se . 

our t'.':?ntati·re esti:nate ·) f ':i 1)'59 ~·;heat requixe:::entc for Pakistan is 1.8 
million tons . The e211ow:t whi ch can ge -p!'ogr<iT" ~ed under P . L . 480 will 
bz influenced by usual rtarketing r equire!:tents . Tue UMR for ~·1heat in FY 
19()8 was set at 200 , 000 tons . This a.::i.oC!'.t rei'lec~s Pa'.tistar. ' ~ substantial 
!''Y 1967 wheat purchases wrticb wer e occasi0ned en drought . We do not 
believe this should be established as <::he r.e-,r :;~r:::i. fo; U1'.R . From 1960/65 
Pakistan's annual avera~e cc::unercial ·,;he~t i!T.~~!..cs were 75 , 000 tons . A 
UMR of 125 ,000 "":ons wo uld appear to be a r:asc~e.ole cci:::pronis-= . In ·1iei·: 
of the fact the.t the a.~·eeT.ent ur:der nego ti9.t::::. :::' co:::pleted would be 
sufficient to mee c Paki~tan's consw~p:ic~ ~=~;~=e~e~~s t.:ntil :he next 
harvest;, we do r..ot beli eve i~ would be e.C.visac·:e to try to negotiat~ mor'=" 
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than the fir st tranche of FY 1$69 consur:rption requirements i n the near 
future. To this could be added ·,.;heat for reserve stocks . Paki stan's 
r eserve stocks currently stand at 250,000 tons, well below the 950 ,000 
tons considered necessary to prevent the pressure on pr ices that occurred 
last year. A possibil::.ty to consider would be a new P. L. 480 agr eement 
for 1 . 5 million tons in Jan~ary ls-68 consisting of 1 million tons for 
FY 1969 consmnption and 500 1 000 tons for stock buildup beginning in the 
spr ing of CY 1968 . This would be in addition to the proposed 500,000 
tons P. L. 480 agreement c urrently under consideration . The r emai ning 
FY 1969 corrsumpti on would be progra.rr.med at a later date when requir ements 
and u. s . supplies a~e clearer. 

1 

Ceylon • 
We plan to use P. L. 480 in FYa 1968 a,nd 1969 as a ·substi tute for devel­
opment lending. There will be a continuing need for food i.mports even 
though the Government of Ceylon is in the midst of a significant progr am 
of agricultural development. Given current ·,rheat flour consumption 
patterns, P . L. 480 up to $20 million per year can effectively cover a 
por tion of Ceylon ' s bal:uice of payments gap pe:!'l'!'~tting Ceylon to rel ease 
equivalent fW1ds to support its development program. 

If we were pr epared to alter the usual marketing requirement f r om the 
current level of 200 ,000 tons to a more normal 150 ,000 tons , we could 
increase potential P. L. 480 assista~ce by almost $5 million. The 
200,000 ton level was set en the basis of unusually large commercial 
purchases caused largely by panic buying as a consequence of the rice 
ration cut which increased ·,rheat cons wnpt i on . 

\Kr.>rea 
K3re3. presents a some;·1hat special problen since a ll its wheat inports are 
fz,om the United States. Eecause of the special. circumstances that have 
prevailed, no UJ.!R has been established . In CT ls:66 Korea purchased com­
mercially l~0,000 tons; a~d in the first t.alf o: CY 1967 about 200,000 
tons. Total ccrmr.ercia.l purchases for CY 1$-67 are already_ substan'tially 
completed, and may reach ~00,000 tons . 

\ 
We supplied Kor ea with 175,000 tons of grains under Title I in CY 1967. 
We had prcgram!Iled 150,000 tons ~or CY 1953 and 100,000 for CY 1969, in 
view of ~oree.'s increasi.115 ability to buy ;;heat :::orr.mercially. In CT 1968 
Korean requirements are es'ti~ated at 550,000 tons . Since there are no for:::al 
usual mar keting requirer.lents, ·.-1e could supply this entire amount under P. L. 
480 and cc!:'respondingl~c reduce supporting assistance dollars. To the • 
extent we substitute P . L . hoo Title I s:?.les for sup:poY'ting assistance, 
however, co:::.i'ler:::ial U. S . ~;heat sales :i.re reduced, ·,rith 3. resulting adverse 
impact or. t.r.~ 'J . S. balsnce of :pe.yme:.ts . ~·Te belie·re so::te t:.ove in this 
d irection is justified ir1. :.:.ght of o·.re:ctll policy considera:tions . 

CO.fl' ID:'.:HU:-UJ 

http:pe.yme:.ts
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A compromise position which «-muld give du~ ~-1e.1ght to conflicting poli cy 
objectives would be tb hold commercial sales ::.n CY 1$68 to the CY 1$67 
level of 300,000 tons and progrru:;, P . L. 480 s:t 250 , 000 tons, rather 
than 150,000 tons as currently planned. An _ i::.~rease of this amount 
would provide about $5 million ea_·J.ivalent for Korean militar y budgetary 
support, net of U. S . uses and Ccoley loans, in part offsetting losses 
f r om dec~ining Supporting Assistance avail abilities . 

Colombia 
The Govenunent of Colombia has indica~ed it if not interested in nego ­
tiating a new P. L. 480 sales agreement. 'The ?rincipal reasons ar e : 

(1) It does not believe in long -~erm dollar :""':i.nancing for food. 
' -......___

(2) 	 It prefers not to be tied do;m ~o us ual :::a.rketing r equirements. 

(3) 	 It wants to maintain a flexible polic.:.r t~.·a.rd food imports, in 
order to take advan~age cf special trade opportu..iities such ~s 
compensation agree.'ttents and arr9.:-Lgeme~ts :.:.!1der LAFTA . 

(4) 	 It plans to ma..~e a ma~or effcrt to in~~e::.se domestic food 
production and belieir=s a new P . L. 480 e;reement would 
adversely affect prices and thus disco:..irege Col ombian farmer s 
from increasing production . 

The Mission is being asked tc re -open the qt.:.e~'tion with the Governr.:ent of 
Colombia. The approximg,;;~ $9 . 5 r.till:ion of ·.:h<:.:lt and vegetable oil which 
could be supplied under P. L . u8o ~ould s~:bsti:~te for A.I .D. dollars. 

Peru 
An FY 1968 Title I sale of ~0,000 tor.s of ~.-:i-:.e-: is authorized for negotia ­
tion. This provides fer u~ual :t!.3.r'.·:etings :::: k')0 ,000 tons. Beyond tl:is 
there appen.rs to be an i.i!port gap of about. lOC' :000 tons which might be 
supplied by P. L. L.80 that wculd zubstitut-:: fc!' dollar aid . We a r e 
investigating this possibility . 

Title II Donations 
\-Tith an adeo_uate supply of commodities :cow av:=.:.lable, progrc:ns C!:!.n be 
expanded. Circ•Jl.a.:- instructions to i:his e ::::eci: are being prepared for 
inter -agency clearance and will te sen~ to tb= r.:..eld later ;;his week. 

~·Till ia::? S . C;.:id 

SERVICE SET 
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T ucsd.'.!.y, October 10, 196 7 · - 7:00 P1vi 

SUDJEC7: As:cncb. for NSC Mcctir.~ on Food ldcl 

. Yc:.i n1;::.y wish to O:?Cr. by pobtin;{ od th.~t we ha.vc ~:'l uricnt n~~d for imaginz.­
ti·;e th:uldnci on U!;;cfol ways to e::p::md PL ~GO ship:1~:.?nts of wheat ~nJ. food gr~bs: I'. 

w;:; h ave ~ v.r!icc:..t price p:-oblc;r. .:t hon:c . 

,....~ arc t:!.1d.n; a b~.:-.ting on th<;: ~.id bill; ·,n must <lo dl the :.;ubs::ituticu of 
who~t foi· coE:::.::-s w~ caa m"'--:ge. 

a:::lc Dill G ...1.!d to by oi;t the foreign cidc of the qu·3stion -- l:0\7 :much 
v;hcz-.t can be abso:\i:>cd by the m~jo.- customer ccu..'"lt~·ics <:i.':'.4d wh~t de ­
cisions are required to i.;ct the maximum amou7lt. shipped. 

aG!~ 01·vi.lie S'rce:::·r:<!.n to comr.:1ent on G<l.ud' s sumr::i;lry '1.nd to di~cuss 

the domestic outloo~c - - w°!!2..t ·.:1iH happen to co:-.~:nodity prices, how 
the y· \·;ill be affoc~cd by v~i·icus 1.:;;vels o~ PL ~30 , ~~c. 

a:;!;: for co ::n:ne!:!:s f:-o:n tb.c c~~ers , p:l!"Hcularly Charlie Schultz~. who 
may w~r.: to <.!i::;cuss t'.:lc b'-"d.:;ct::..::-y implic.atio::is. 

In my view, t~:: follc.\-:i :-. ~ discuz$ion should be ~ointcd towa rd ansv:c::ing t hese 
q:ic:;tions : 

1. 	 \'fhnt ki~1d of feed .:iid. .:i.grce~cnts should we be s!::.:;o~inz fo:- in India. an<l 
P akist.1.:::;;? (C;:>.c.·.:i Z:.r.::3. F1·ccrr:f1n favor immcclfo.tc nacio!b.tion of 3. six- month, 
~i 1/ Z. ti~iEio;~ to:i :i~rcemcnt for kdia, .:i.nd a foll-y.::ar 1 l/ Z n~illion ton 
ag:.-eeme~~ fo;: Pakistan. } C:tn w~ :::;.:..!~e propos::.ls covs :.·i:-rg si.:; months to 
a yci1-r? 

2. 	Wbt sort cf matcl:inJ ar:r~ngemer.ts wi.11 we i·equi::-c for In.-:la? (G<lud .stnd 
F:rce~an !::vo:: no bil<:l.tc~~l matc h ing rc1.rui r emcnt; they \'.lodd argue th.:it 
the .r:::-iu.tchi:!g principle i s t.'.!.!-:en care of by the fu!er;:;..atio::~1 G::.J.i·ns ..":.gree ­
;::.1ent, which y;ill c or:;c into effect on J'uly l . 196 £. It r r::qt:. ~rc ~ other C.oncrs 
to supply tl:~ poor C~t.:.::ltr i es v1itb. 2 . 3 r:iilli.C:l tons oi £!r<ii~1 r:c .:' y~ :-.r.) 

•-i.....,.t.~.._ G - ··-' ...: U.U 
--.,,~o--- · · ,.~ (~-'-A ~r ..l.,..• •i'- -· J.. ~ .U"-6'-••• .,. C..U . '""'\. -..,:..., t.k­

.. 1~· ,..~=-:.c l!"'•.:,,i 

ap?ii~ t! .:ill ~~e i;-:;::..:i:::~tic~ V/C c:i-n? 
DECLASSffTED 

E.d. 12356. Sec. 3.4 
.-...1.1. 8 .17 _;; 31Th-4 N/\R ,-\·: · Da1e /.gJ-2'/ 

SERVICE~,_.,,. 
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Ro::;tow Comment 

It 	v.muld go a long way tow~rd moving t ho burcaucr.:lcy if you could c:i.d the 
rncctinr; by g hing us so:-."lc guid..:lncc on th~se questions . I would le.in toward 
the followi. ni instructions: 

l. 	St;;-. rt tal!:bg to the Indians about a l:>i:-:- mor.th, 4 1/. 2 millio:-i ton 
pac~{3.gc , finessing the mz.tchi ng question by "-l' guing th:l.t the Grains 
Agrccr:lent mean!:: no furthc i· need for bilateral matchin~. 

2. 	As soon as Ben Ochlo rt 1s pr-es~nt wh-~at- &clling project i s over, 
:>t:J. rt t.:!.lldn3 to the P -c.lrn about a full-ye~r 1. 5 million to:l package 
c overing C Y 1968. 

3 . 	 Send us bac!: to th:3 drawi ng bo~rds on the substi~~ution quo stion, l'-3~ 

q u c!lting ~ final 1·eport by the end of next week. 

W, W. Rostow 

EKHamilton/vmr 

.. 
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