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sECKET September 21, 1964
MEMORANDUM FOR THE PRESIDENT

You'll be glad to know that the Pake have
backed off from their threat to leave SEATO,
which appears in hindsight to have been more
of a ploy than a serious threat. We saspect
that a major factor in cooling them down was
your response to Ayub, i.e. if Paks felt com-
pelled to reassess their alliances with us, we'd
regretfully have to reassess our policy toward

Meanwhile, we are anmoyed but not unduly
surprised by the announced Soviet
credits to India. ‘l'hliﬂ“luhu*
negotiation since the first Soviet comumitment
in the sunmuner of 1962. The chief new slement
is India's purchase of 90 Soviet amphibious light
tanks, which gives the Soviets their first foot-
hold in the Indian army. These are most useful,
however, against the Chicoms, not against the
Faks. The Indian Government carefully gave

US aid equal billing with the Soviets in its official

announcement, and made clear that we have not
made any five-year aid commitment, as alleged
in the press.

R, ¥, Komer

SECRET
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E.O. 13292, Sec. 3.4
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It looks as though Mikoyan's surprise stop-

over in Delhi (en route to Djakarta) may have
clinched MIC deal. Our DCM was told ( Delhi
3851) that it was "confirmed" by Mikoyan. DCM
regards die as cast, but a few of us here still
hope there may be some F-104 play left for us,
In any case, we can keep plugging HF -24 engine,
in hopes that if it pans out we'll have new case for
limiting MIG purchases.

Meanwhile Paks seem to be whomping up
another anti-US MAP for India campaign (note
attached). To me, this is not yet the time to
start being nice to Paks, but to growl back at
them a while longer. Paks claim long-term US
aid prevents India/Pak reconciliation, but in point
of fact unless we keep them in suspense it is
who lose incentive for compromise with Shastri.
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RNA~10, February 17, 1966

DECLASSIFIED

To : The Secretary P -
Through s/S I\
From 5 INR -~ Thomas L. Hughes l.

Subject : Indian Military Procurement from the Soviet BIOEJ

In the following memorandum , we have analyzed the available evidence,
drawn from highly sensitive and restricted sources, on Soviet Bloc military
sales to India. This paper does not examine in depth the political implications
of the Indo-Soviet military relationship.

ABSTRACT -

Since 1960, the USSR and some of its East European allies have delivered
or agreeé to supply military equipment to India valued at more than $500 million,
Of this figure, approximately $340 million has been negotiated since August 1964;
$30 million more is probable. Soviet Bloc military sales initially were limited to
aircraft and surface-o-air missiles, Now, however, substantial numbers of
tanks, artillery, and ships have been supplied or are on order. As the sales

program has congiderable momentum , more orders are likely. Earlier orders

were for cash or short~term credit; the more recent and larger orders have

provided for payment in rupees over ten years at 2 1/2% interest, Based on these

1y

figures, India's annual payments will be approximately $45 million,

Relatively little materiel has thus far been delivered on recent contracts)and

526, Sec, 3.5

E.O. 13

[ it is possible that the USSR is impeding delivery in order to stimulate a more con-
#é ciliatory Indian line towards Pakistan, There is little doubt, however, that the USSR
qg has become a prime supplier of all types of arms to India and will continue in this
%f/ role for the foreseceable future,
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In the following memorandum, we have surveyed the question of Indlan arms
purchases from the USSR and other Eastern European countries. Very little
information on these purchases is public knowledge and the Indians have told us
virtually nothing about them. Through very sensitive and reliable clandestline
reporting, however, we have obtained fairly detailed coverage of Indo-Soviet arms
purchase nepotiutions. The reporting is undoubtedly incomplete (i.e. there are
probably more negotiations than we ure aware of) but we feel that 1t provides
reasonably satisfactory coverage. This reporting frequently gilves the value of
orders as well as quantity and types of i1teme lnvolved, so that we can gain a
fairly pood pilcture of the amount that the Indians are spending on Soviet arms.

In fact, of course, relatively little money has thus far changed hands.
While the earlier, smaller deals were for cash or short-term, high interest
credits, the more recent large contracts typically contain lengthier repayment
terms -- 2% percent interest over ten years. If little money has changed hands
however, 1t is interesting Lo note also that little equipment has recently
changed hands. Our coverage of arrival of equipment is probably not as good as
our knowledge of arms negotiations, yet even in this area we can assert with
considerable confidence that the USSR has made only limited arms deliveries to
India since the outbreak of hostilities with Pakistan last September. The Indians
have apparently interpreted this as Boviet pressure to force more amicable
relations between Rawalpindi and New Delhi. We agree with this interpretation,
even though the possibilities for delays resulting from bureaucratic confusion
in both India and the USSR cannot be underrated.

What emerges from the picture that we draw is the quantitative and quali-
tative increase in Indlan arms purchases from the USSR and Eastern Europe in the
past two years. Until 1962, the Soviets had sold no advanced equipment to the
Indians and the Indians show little interest in acquiring much. In that year,

‘the Soviets became a significant supplier of materiel for the Indian Air Force,
with contracts for 12 MIG 21 fighters and a tentative agreement to build a MIG
production facility in India. Hven this position was in danger in 1963, lLowever.
The Soviets had equivocated during the Sino-Indian fighting of October 1962, so
that only six MIGs were delivered. [The Indians were not satisfied with these, and
the prospects for the MIG production facility seemed very dim.

As the Indiuns were repeatedly unsuccessful in gaining Western support to the
extent that they thought necessary for their fighter/interceptor program, they
once again turned to the Soviets. By the autumn of 1964, New Delhi had decided to
place its main reliance on the USSR in the aircraft field and ordered 38 MIG
fighters, 6 trainers, assorted other air equipment and got the MIG manufacturing
facllity back on the tracks. The Soviets had apparently overcome much of their
reluctance and also agreed Lo provide an improved MIG 21 model (limited'alLf
weather) %o.the Indians.

The next major breakthroupgh for the Sovietls came last summer, as the Indians
declded to look to the USSR also as a major supplier for ground and naval equip-
ment. Contructs let before, and especially since the Indo-Pakistani fighting of
last summer, have made the USSR the principal overall supplier for India. The
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Indian Navy will be outfitted with Soviet submarines and patrol craft; the Army's
obsolescent tank park will be replenished with as many as 669 tanks of Bloc
origin, and the Soviet 130 mm field gun will become the typical Indian artillery
piece. Reports of new orders and plans for additional acquisition are appearing
regularly. There is no reason to assume that the Indian purchase program has as
yet peaked out, especially since the Indo-Pakistani hostilities convinced New
Delhi that it has much greater defense needs than those perceilved previously.

Table 1 lists major types of equipment, quantities ordered and delivered,
firm or estimated prices, and other pertinent information. Most of the material
is based on reliable covert reporting. Estimates are indicated and in each case
have been made conservatively. In Table 2, overall cost totals are broken down
by "fim" and "estimaited" amounts, and further subdivided as to whether the
commitment was lLncurred before or after the summer of 1964 -- the time of both
Indo-US apreement on foreipn exchange cost% of the Indlian Filve Year Defense Plan
(1964-1969), and the Soviet "breakthrough.'

We have no doubt considerably understated the overull cost of Indian arms
procurement from the USSR. (Our estimates, for example, are lower, perhaps by as
much as $100 million, than other figures which could have consliderable claim to
validity.) F'or instance, we have only frapmentary information on the cost of
training and have not included it. The Soviets perf'orm certain overhaul and
repailr work for India; this is also not included. Additional costs must at times
be incurred beyond those stated (e.g. the 130 mm gun prices are reportedly for
the gun alone; considerable auxiliary equipment, such as mounts, will apparently
be additional.) Only a few of the contracts call for spares; further purchases
will certainly be needed for maintenance of Soviet equipment and a few items,
not clearly for military end-use have been omitted, as have been unsubstantiated
rumors of procurement. At one point the Indians were considering procurement
of a low-level SAM system. Nothing more has been heard of this, but should it
materialize, it would be an extremely expensive addition to the 1list.

Beyond arms purchases, there is the question of armaments productlon. Some
progress has already been made on the MIG construction facilities. We have listed
the foreign exchanre costs for this at $86 million; this is probably a conslderable
understatement, although we have no yardstick against which to measure it. In
addition, the Indians are reportedly exploring the possibility of produclng other
Soviet equipment -- tanks, missiles, ammunition -- under license. These probes
are still in early stages, but if consummated would add substantially to the

~Soviet bill. The mere presence of so much Soviet-origin military equipment and
production facilities will generate further purchases of goods and services
for support, and encourage the Indians to standardize still further on other
Soviet items. Thus we would expect that Indian arms purchases fram the Bloc will
continue at a high level for the foreseeable future. The USSR, with an assist
from some of 1ts Eastern European allies, has not only become the major source of

military equipment for India, but seems likely to remain so.
N
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If we assume the cost of the total bill since August 1964 to be approximately
$375 million and further assume that (a) payment is at 23 percent over ten years
in equal Installments und_(b) that on the average, payments will begin to become
due on January 1, 1966, the annual charge against India would be about $45 million,
in addition Lo payments against economic development credits. These charpes are

ayable in rupees and thus are not a direct foreign exchange charge. Nevertheless,
unlike the rupees penerated by our PL 480 program, the Soviet-owned rupees can
ybe _usged for the purchase of commodities in India for export to the USSR. Although
the Sovlets will no doubt be hard put €O find uses for rupees in this quantity,
and some if not most wlll never be cashed in, certainly a portion will be used to
make purchases of iteme that would otherwise be sold against convertible foreign
exchange, and thereby be a drain on the Indian balance of payments. In some
instances the hard currency oblipatlion may be more direct.

Political Implications

This puper does not address itself to political implications of the Indo-
Soviet militury relationship. Obviously, a number of questions do arlse: What
scope 1s left Tor Western military supply? What motivated the Soviet program?

How far are the Soviets willing to go with it (especially in comparison to their
military aid programs to the UAR and Indonesia), and what factors would ultimately
limit the program? What influence can the Soviets gain over the Indian military?
Over the Indian pgovernment? To what extent will the Soviets use their leverage to
affect Indian policies?

The last of these questions is not solely of political importance. As
indicated above, despite their willingness to sign contracts with the Indians,
the Soviets have been notably unforthcoming on deliveries. Should the Soviets
continue to drag their feet, the Indians could become disillusioned and the
elaborate structure of Soviet military purchases could collapse. At a minimum,
the promises of the past months do not guarantee that the Indian armed forces
will be primarily reliant on Soviet equipment Some years from now. They -do,
however, make it seem highly probable.
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TAERIE 1
Soviet Bloc Military Equipment Delivered or Promised to India

Ttem Quantity Price” Comments
Ordered Delivered Confirmed Estimated

MIG 21 Fighters EUSSR% 50 12 51.3 13:.0 More than 12 may zave veen delivered;

MIG 21 Trainers (USSR 6 0 perhaps as many as 38. The first incre-
ment of 12 was arranged for in 1962; the
remaining 38 plus the trziners were con-
tracted for in August 1964%. The latter
contract (worth $51.3 million) also in-

\ cluded spares snd air-to-sir missiles
) (1isted below).

MIG Production Faecility (USSR) - % 86.0 Most cost estimates are much higher (e.g.
$125 million). The figure given would
represent only ths Soviet input to the
project. rogress on the facilities is
beling made siowly.

Mik Helicopters (USSR) 63 51 2.5 8.0 20 helicopters §2.5 million) contracted

for in August 1964; the remainder were

purchased ir January 1963.

Contracted for in November 1960.

Contracted for in 1961.

O

=3
o o

AN 12 Transports (USSR 32 32 -
IL 14 Transports (USSR 2k 2k -

(@]

Surface-to-a2ir S84-2 Missile 3 2 TS Two complexes contracted for prior %o
Complexes (USER) 1964; the cther apparently finalized
later. The first two zre already in
place at Delhi and Ambala/Chandigadh;
the third is under 'construction at
Calcutta.

K 13 Air-to-Air Missiles (USSR) 500 2 - - Included in the August 1964 MIG order.

The value of the miseiles was $2.2 million.

PT 76 Amphibious Tanks (USSR) 176 a3 T3 - More may have been deliverad. Two con-
tracts: Sept. 1964 and April 1965.

T 54A Tanks (Czechoslovakia) 268 ? k2.0 - Delivery in progress. Price includes 21
130 mm guns zsee below); some radars,
ammunition and other equipment. Contract-
ed for in autumn 1965.
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T 55 Tanks (USSR) 225 0 -
130 mz Field Guns (USSR) 389 ? -
130 mr Field Guns (Czechoslovakia) 21 0 -
Submerines (USSR) L 0
Submarine Tender (USSR) 1 0
Petya Class Patrol Boats (USSR) 5 0] 87.5
Landinz Craft (USSR) 2 0
Small Patrol Craft (USSR) 2 0
Ammuniticn and Elecjpronic Equipment 32.0+

{Various).

*

When prices appear in both the "confirmed" and the "estimated"
columns, they are cumulative. On some items we have firm prices
for part of the order and have estimated the remainder.

22.0

19.0

The Indians nave given orders for tais
rurchase, tut 1t 15 not certain-that a
contract tas yet been signed.

It is possivle that 83 additional guns mey
nave been ordered during 1965. Of the 389
listed rere, 170 were firmly contracted
for in Septerber 1964; orders for the re-
meinder have been issuzd, but it is not
certain that a contract has been signed.
Delivery schedules are slow; eight guns
may nave been delivered already.

Not priced separately; cost is included

in Czech tank order.

A11 ivems ordered in September 1965.

A very conservative estimate for this
material would be $30 million; $45
million is more likely. One order of
130 mm smmurition from the Soviets is
reportedly wortn $27 by itself; an awmmu-
nition order from Bulgaria is priced at
$2 million. No prices are available on
the various radars supplied by the USSR
and Czechoslovakia.
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TABLE 2
Cost of Indian Arms purchases from the Soviet Bloc
(in $ millions)
Purchases made prior to August 196k 140.0
Purchases made since August 1964, of which

Confirmed 190.6
Estimated 149.0

Total 339.6 339.6

Items for whilch contracts not yet 33.0
finallzed

Grand Total 512:6
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—Moopy -
Sub ject: Soviet Military Aid to Indilia

This paper dilscusses the status of Soviet military de-
liveries to Indla since the Indo-Pakistanl war began, and the
prospects for Increased Soviet millitary ald over the next year.
Dellveries already made and those due under present contracts
are llsted on pages 5 and 6.

ABSTRACT

An Intelligence survey of the status of Soviet military aid
to India indicates that although Moscow has given the Indian
Government official assurances that outstanding military aild
commitments will be met, and 1s now expediting some shipments
ariginally scheduled for late this year, there was no sudden ac-
celeration of Soviet military deliveries after India's war with
Pakistan began.

Moscow has, despite 1ts publlic stance of neutrallty, quletly
provided the Indians with a few military technicians and a small
amount of specialized equipment for immediate tactical use, and
has also apparently promised to send three squadrons of MIG-21

aircraft in addition to those promised earlier thls year. But,

despite a capaclity to do so, there has been no Soviet effort to
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make gqulck, dramatic dellverles of arms, military equipment or
aircraft elther by sea or alr, Politlcal as well as logistic
regsons were probably involved. Rapld, large shipments of arms
to India, especlally while her war with Pakistan was going on,
would undermlne the Soviet Unlon's public posture of neutrality.
They would also cause further problems for Soviet relations with
Peking and Karachi.

India has recelved more than-EfEEnggiggn worth of military
ald from Moscow over the past five*§g§;gj_g;me of 1t consisting
of advanced, sophlsticated weaponry never before sent outslide the
Soviet Bloe, There 1s ample reason to believe that India will
ask for further ald, and that as a preferred, top-prlority
recipient of Soviet military assistance India will receive from
Moscow virtually all the mllitary hardware she requests or is

able to absorb through 1966,
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Total Soviet Military Aid Commitments, 1960 Through 1965

The total value of Soviet military aid commitments to India (already
delivered and scheduled for future delivery) is now about $450 million, of
which at least $350 million has been covered by long-term credits. From 1960
through mid-1964 Soviet military aid consisted only of aircraft. With the
signing of an important new agreement in August 1964, Soviet military assist-
ance approximately doubled in value and expanded to include surface-to-air
missiles, artillery, tanks, and the establishment of facilities for the produc-
tion of MIG-21 aircraft. In the past month the Indian Government has gone one
step further with the signing of an agreement for submarines and naval craft.

Even prior to the outbreak of the India-Pakistan war, it appeared
probable that Soviet military shipments to India would continue to increase
both in volume and range. Supporting this presumption has been evidence that
Moscow regards India, because of its prestige in the nonaligned world and its
role against Communist China, as a preferred, first-priority customer for
Soviet arms. Consequently, India has already received late-model, highly
sophisticated Soviet equipment which has never before been exported outside
of the Soviet bloc. The agreement for construction of a MIG aircraft factory
and, more recently, for the sale of F-class submarines, are cases in point.

Official Soviet Assurances That Deliveries Will Continue

It was not immediately clear whether Moscow would continue to provide
arms aid to New Delhi after all-out fighting between India and Pakistan
broke out on September 6, especially in view of strong Soviet affirmations
of neutrality. Gradually, evidence from various intelligence channels indi-
cated that aid would continue and that Soviet officials had formally reassured
the Indians that it would.

A report from an African Embassy in Moscow stated that the Indian
Ambassador to the USSR, Kaul, had sent a formal note to the Soviet Foreign
Ministry requesting assurances that military aid would not be interrupted.
The Soviets were reported to have replied that all military aid originally
planned would continue, '"regardless of the present conflict." On the morning
of September 17 Western press services cited "informed sources" in Moscow as
saying that one of the results of Ambassador Kaul's urgent consultations with
Kosygin and Gromyko, following Communist China's ultimatum of the 16th, was
renewed Soviet assurances that military aid would not be stopped.

Finally, on September 21, just prior to Indian and Pakistani acceptance
of the UN cease-fire proposal, Kaul advised our Moscow Embassy that Soviet
military deliveries were continuing, as they had during the Sino-Indian
conflict in 1962, on the basis of Soviet obligations under contracts with
the Indian Government.
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Limited Amount of Military Aid for Tactical Operations Provided During
llostilities

Unconfirmed reports that Soviet military deliveries would not be
interrupted were bolstered by reports from sensitive sources that a limited
number of Soviet military technicians had been loaned to the Indian army
shortly after the fighting began. One stated that two Soviet experts on US
aircraft had arrived in India to advise the Indian Air Force on the best
tactics to use against Pakistani-operated US fighter aircraft. Two additional
Soviets were reported to be helping the Indians to monitor and decode Pakistani
military radio traffic, and others to be helping the Indian army set up and
maintain forward repair facilities for Soviet-made military vehicles. The
USSR was also reported to have supplied, on an urgent basis, 20 badly needed
high-altitude cameras for military reconnaissance.

On September 13 a report from Delhi indicated that Moscow had replied
favorably to an urgent Indian request that the USSR deliver three squadrons
(48 planes) of MIG-21 aircraft in addition to those promised under previous
contracts. The Soviet reply was that delivery would be made "as soon as
possible." The basis for the Indian request was reportedly a clause in a
May 1965 agreement with the Indian Government which provided that the Soviets
would supply three additional squadrons of MIG-21's if the program for their
manufacture in India were delayed, or if India required them "for emergency
use.'

As of this writing, September 30, 1965, there is no indication that
these aircraft have been delivered, either by ferry flights from the USSR
(the traditional method of military aircraft delivery) or crated on board
ships. Nor have there been any reports that any other Soviet aircraft have
been delivered since the fighting with Pakistan began.

Failure to Speed Up Military Aid Shipments May Have Reflected Political
Caution As Well As Logistic Difficulties

The absence of any significant Soviet arms deliveries to India since the
war with Pakistan broke out indicates that Moscow made no attempt to set
forward previously arranged delivery schedules, which apparently did not call
for the movement of any military aid shipments. Earlier experience has shown
that Soviet military aid deliveries to India have been irregular -- two or
three ships carrying SAM-2 missile equipment, for example, leaving for India
within the space of a few weeks, with no subsequent deliveries for several
months. The fact that no military shipments were en route to or arrived at
Indian ports during the fighting with Pakistan was coincidental and not a
planned suspension of arms aid.
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Did Moscow have the capability to make significant deliveries of arms
and military equipment to India during the 16 days of the war? A survey of
the logistic and transport problems involved indicates that although these
problems are considerable, some token shipments could have been made or
attempted. Transit time by ship from the Black Sea to Bombay averages a
minimum of 12 to 15 days, four more to Calcutta. Moving equipment to Soviet
ports, packing, loading and scheduling could add on several more days. By
air, some relatively small but psychologically impressive deliveries could
have been made. AN-12 transport aircraft could have brought in light tanks,
artillery, radar, trucks and jeeps, small arms and ammunition. Military aid
flights would, however, have to fly a difficult and circuitous route. Avoiding
Communist China, Pakistan, and Pakistan's allies on the West —- Iran, Turkey,
Iraq —-—-, they would have to fly south over Soviet Tadjikistan, over the narrow
strip of Afghanistan separating Soviet territory from Kashmir (a corridor
about 50 miles wide), and over the disputed territory of Kashmir itself, an
action which could result in loud Pakistani protests and possible interception
by the Pakistani air force.

The fact that no such quick dramatic efforts to supply immediate arms
aid to India were made during the short period of all-out war, or have been
made as of this writing, the end of September, suggests that for political
reasons Moscow decided not to make an effort to overcome the practical diffi-
culties involved. Thus, the Soviets may have concluded that the sudden movement
of large quantities of Soviet military aid to New Delhi while the fighting was
_underway would be an incautious action, inconsistent with Moscow's emphatic
public assurances of neutrality and counterproductive to its efforts to bring
about an early cease-fire. The uncertainties of Soviet policy towards Peking,
and Soviet desire to maintain good relations with Pakistan, also called for
caution and restraint in extending military aid to India. The result, as has
been noted above, appears to have been a Soviet policy of quiet, official
assurances to the Indians that all scheduled arms aid commitments will be met,
favorable consideration of requests for additional aid, and the unostentatious
provision of a few military technicians and a small amount of specialized
equipment for immediate tactical use.

Future Prospects: New Contracts, Expedited Deliveries Probable Through 1966

On the basis of intelligence evidence available since early in September,
there is good reason to believe that India will make new requests for additional
Soviet arms and military equipment and that Moscow will respond favorably.

There is also reason to believe that the Soviets are already taking action to

expedite the delivery of equipment called for by present contracts, which was

originally not scheduled for shipment until late this year or during the first
quarter of 1966.
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besides the fact of official Soviet confirmation that present military
aid commitments will be met, there is the fact that the USSR is always more
generous with military aid to a country on its priority aid list -- e.g.,
Indonesia, the UAR, Cuba. Formerly a reluctant recipient, which looked to
Washington and London as well as to Moscow, India can now expect to receive,
during the next year, virtually all the Soviet military hardware it requests
or is able to absorb on the basis of storage, deployment, training programs
and other logistical~administrative problems.
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Military Deliveries Expected Under Present Soviet Commitments

1

Much of the following equipment, contracted for under the Soviet-Indian
military aid agreement of August 1964, should be on its way to India before
the end of this year.

Item

125 PT-76 light amphibious tanks

170 130-MM field guns

Equipment for 6 SA-2 "guideline"

missile sites

38 MIG-21 all-weather jet
fighters, type "FL"

6 MIG-21 jet trainers

10 MI-4 helicopters

Equipment for MIG aircraft
manufacture

4 F-class submarines

1 sub-tender

5 Petya-class patrol boats

2 LeTYE.
5 police patrol boats

4 P-30-M radar sets

Remarks
Complete delivery called for in 1965.

Purchase approved by Indian Defense
Ministry in April 1965.

Delivery expected before end of this
year.

18 expected by October 1965; balance
by end of year.

These will be first ever exported to
a free-world country. Delivery
expected by October 1965.

Some of this equipment scheduled for
delivery this year.

Reportedly purchased in August, these
are regarded as the Soviet Union's
best conventional (non-nuclear) type
submarines. The W-class, given to
Indonesia and the UAR in recent years,
are obsolescent.

Scheduled delivery dates for submarines
and naval craft not certain.

These are about the size of a Riga-class
destroyer escort.

Delivery by end of 1965.
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Military Aid Already Delivered - 1960 to Date

The following list reflects the emphasis on aircraft which characterized
Soviet military assistance until about one year ago.

Item
32 AN-12 transports
24 IL-14 transports
40 MI-4 helicopters
12 MIG-21 fighters

Equipment for 12 SA-2 "guideline"

missile sites
67 PT-76 light tanks

Undetermined number of air-to-air
missiles

60 R-113 radio sets

Remarks
Large, 4-engine, turbo-prop

Small, 2~-engine, piston

Only one believed to be ready for
full operation

For installation on MIG-21's

1. The above listings are based on available intelligence evidence, and are
subject to adjustment as further information is received.
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COUNTRY  INDIA/USSR v r }
DATEOF 15 SEPTEMBER 1965 = |
INFO. . -

INDIA ORDER FOR THREE SOUADRONS OF
MIG-21 AIRCRAFT FROM USSR

PLACE & =
DATE ACQ. J | =) REF N 52478
SOURCE FIELD REPORT NO. | |
AND | - B ]
APPRAISAL:
— - - —

L] J comment. | | |

l Im THE INDO/SOVIET AGREEMENT OF MAY 65,

THE SOVIETS AGREED TO SUPPLY THREE ADDITIONAL SQUADRONS OF MIG-21
AIRCRAFT AS AND WHEN REQUIRED BY INDIA IN THE EVENT THE PROGRAM
TO MANUFACTURE MIG AIRCRAFT IN INDIA 1S DELAYED OR INDIA REQUIRES
THEM FOR EMERGENCY USE. |

g, (' [THE GOVERNMENT OF INDIA HAD REQUESTED

DEL IVERY OF THREE SQUADRONS OF MIG-21 AIRCRAFT. THE
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SECREF N 5278 Jeace
SOVIETS HAVE ADVISED THAT THEY WILL MAKE DELIVERY AS SOON AS

POSSIBLE. | lCOMMENT. THIS WOULD BE IN ADDITION TO THE 38
AIRCRAFT CONTRACTED FOR IN SEPTEMBER 65 AND THE 18

REPORTEDLY CONTACTED FOR IN MAY 65.)
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Intelligence Information Cable PRIORITY

COUNTRY INDIA USSR (\ ¢ ) ‘
* }1‘
DATE OF | DISTR: 10 SEPTEMBER 1965
£/ sumect

SOVIET AGREEMENT TO SUPPLY INDIA WITH SUBMARINES
PLACE & . e
DATE ACQ. REF IN 49374
SOURCE - FIELD REPORT NO. |
AND e B N b |
APPRAISAL: |

B Bt Ao 17
_DATOR
AR

le THE SOVIET UNION HAS AGREED TO PROVIDE INDIA WITH FOUR

S
SUBMARINES. ONE IS AN OCEAN GOING TYPE AND THE OTHER THREE ARE_j
o JunttsON
COASTAL PATROL TYPE. TERMS OF PAYMENT ARE PAYMENT IN RUPEES, ﬁ;ﬁ@?’

TEN YEAR TERM FOR PAYMENT, FIRST INSTALLMENT TO BE PAID ONE YEAR"“

AFTER DELIVERY OF THE FIRST SUBMARINE, INTEREST AT TWO AND A
HALF PERCENT.

2. THE OCEAN GOING SUBMARINE WILL BE SAILED TO INDIA BY A
SOVIET CREW. THE OTHER THREE SUBMARINES WILL BE KNOCKED DOWN AND
DELIVERED VIA SOVIET SHIPS TO INDIA. THEY WILL BE ASSEMBLED

IN_INDIA. Lm COMMENT. PROBABLY IN BOMBAY.)
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IN 49374 2
3. THE INDIAN NAVY PLANS TO ESTABLISH A SUBMARINE BASE AT

MARMAGOA. THE SUBMARINES WILL BE BASED THERE AS SOON AS THE
NECESSARY SUPPORT FACILITIES AND PERMANENT INSTALLATIONS ARE
COMPLETED.

4, THE SOVIETS HAVE AGREED TO GIVE THREE SENIOR INDIAN
NAVAL OFFICERS A NINE MONTHS TRAINING COURSE IN THE USSR IN
THE STRATEGY AND TACTICS OF SUBMARINE WARFARE. EIGHT JUNIOR
OFF ICERS WILL ALSO BE TRAINED.
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To : The Secretary
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Subject: Shastri's Visit to Moscow: An Initial Appraisal

Shastri's Visit. The warm Soviet reception for Prime Minister Shastri

contrasted sharply with the rather cool treatment accorded Ayub Khan of Pakistan
last month. Shastri received continual high-level attention and was deeply im-
pressed by it. He apparently concentrated hig efforts on securing Soviet eco-
nomic assistance and presenting India's case with regard to China, but did not
press the USSK on Southeast Asian problems or nuclear guarantees. The economic
agreement reached seemed to be satisfactory to the Indians, but the Soviets
apparently were non-committal on China.

The Economic Agreement. The Soviets reportedly agreed to an aid contribu-

tion to the Fourth Five-Year Plan close to the $1 billion figure the Indians had
hoped for. Probably a portion of this contribution will be unutilized funds
from previous credits; about $535 millions of such funds exist, including $211
million obligated for the Bokaro steel plant. The communique included a state-
ment on the "desirability" of increasing Indo-Soviet trade by zbout 100 per cent

by 197C. Such growth would reflect increases in Indian repayments for past

__BUNDY-SMITH
credits and Soviet deliveries under new credits. __m
i _BOWMAN  J
The Communique. The most significant part of the communique from the US giase
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point of view wag o reslbatement of the eall for on end Lo US bombings in North
Vietnam. According to Indian reporls, the Soviets had atiempted to include
strougly anti-US language, presumably along the lines of remarks made publicly

by Kosygin in Shastri's presence. The communique did not include any such
language; neither, however, did it mention Viet Cong or North Vietnamese activities.
Rather than refer to any constructive proposals on Vietnam, such as negotiations

or the Radhakrishnan plan for an Afro-Asian peacekeeping force, the communigue

only said that a solution should be sought within the framework of the 195l Geneva
Accords. The document contzins strong attacks on colonizlism and neocolonialism;

supports the struggle of peoples of Asia, Africe and Latin Americs for freedom

and independence; denounces colonialism in South Arabia, along with the white-
dominated areas of Africa; and supports the struggle of the people of the Congo
(Leopoldville) in defense of their freedom ~nd against foreign intervention.

Presumably in response to Indian concern over the problem of China's nuclear
weapons program, the communique devoted somewhat more attention to the subject of
proliferation of nuclear weapons than has been common in recent Soviet statements
about disarmament; it did not mention Communist China, despite Shestri's public
attempts to associate the Soviets with the Indian position. The discussion of non-
proliferation also contained more or less customary Soviet language implying oppo-
sition to possible NATO multilateral nuclear arrangements, although without any
acerbic reference to NATO or West Germany.

The communique includes a2 restatement of Soviet policy on the German problem
in slightly unusual terms: the '"best" solution -- not presumably the only one --
would be a peace treaty with two German states and on that basis the normalization

of West Berlin as an independent political entity.
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India did not receive any significant Soviet support in its border disputcs.
There is no mention of the Kann of Kutch nor 2ny reaffirmation of Soviet'becking
of India on Kashmir. Instead, a general statement favoring the settlement of ter-
ritorial and border disputes by peaceful negotiations serves the double purpcse
of implying both even-handed Soviet neutrality between India and Pakistan (un-
doubtedly pleasing to Karachi and disappointing to New Delhi) and Soviet support
for India in the Sino-Indian border dispute.

There is little doubt that the Shastri visit, coupled with Soviet promises
of increased economic aid and recently stepped-up military deliveries, marks a
high point of Indo-Soviet relations, at least since 1962, However, the atmosphere of
relations today is far short of the euphoria surrounding the Bulganin-Khrushchev
visit of 1955, and a realization of the indispensibility of Indo-US ties remains
strong in the Indian government despite present strains on relations caused by the
cancellation of Shastri's visit and Indian anger over the use of US weapons by
Pakistan in the Rann of Kutch. Shastri himself, once the overwhelming impression
of his first major state visit has worn off, will no doubt recognize more clearly
the scant political support that the Soviets were willing to give him, For the
immediate future, however, the Soviet Union will be enjoying its place in the

warm Indian sun.
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SOVIET=-INDIAN COMHUNIGUE L
MOSCOW TASS INTERNATIONAL SERVICE IN ENGLISH 1830Z 19 MAY

(TEXT) MOSCOW=-=-FOLLOWING IS THE FULL TEXT OF THE JOINT
SOVIET~INDIAN COMMUNIQUES

PRIME MINISTER OF INDIA LAL BAHADUR SHASTRI AND HIS WIFE PAID
AN OFFICIAL VISIT TO THE SOVIET UNION 12-19 MAY AT THE INVITATION
OF THE USSR GOVERNMENT. THE PRIME MINISTER OF INDIA WAS ACCOMPANIED
BEFNINISTEH OF FOREIGN AFFAIRS SARDAR SWARAN SINGH AND OTHER HIGH
ICIALS.

DURING THEIR STAY IN THE SOVIET UNION, THE PRIME MINISTER OF
INDIA AND HIS PARTY VISITED MOSCOW AS WELL AS LENINGRAD, KIEV,
AND TASHKENT. THE DISTINGUISHED GUESTS VISITED THE V.l. LENIN
MAUSOLEUM AHD LAID A WREATHe THEY STUDIED WITH INTEREST VARIOUS
ASPECTS OF THE LIFE OF THE GREAT SOVIET PEOPLE, THEIR ACTIVITIES
AND ACHIEVEMENTS IN THE FIELD OF ECONOMICS, SCIENCE, CULTURE,
ART, AND PUBLIC HEALTHe. THEY INSPECTED INDUSTRAIAL AND
AGRICULTURAL ENTERPRISLES, AS WELL AS USSR SCIENTIFIC AND CULTURAL
INSTITUTIONS,.

o IN MOSCOW AND IN THE SOVIET UNION, THE PRIME MINISTER OF INDIA
NAD HIS PARTY VERE ACCORDED A CORDIAL RECEPTION AND HMOSPITALITY.

THEY MET AND TALKED WITH REPRESENTATIVES OF VARIOUS SEGMENTS OF

THE SOVIEZT POPULATION=--WORKERS, SCIENTISTS, AND COLLECTIVE FARMERS=~

AND EVERYWHERE THE GUESTS FROM INDIA ENCOUNTERED EXPRESSIONS OF

THE FEELINGS OF SINCERE FRIENDSHIP AND RESPECT THAT THE SOVIET

PEOPLE HAVE FOR THE GREAT INDIAN PEOPLE.

THE PRIME MINISTER OF INDIA TCOK PART IN THE MASS SOVIET-INDIAN
FRIENDSHIP MEETING IN THE KREMLIN. AT THAT MEETING SPEECHES WERE
MADE BY CHAIRMAN OF THE USSR COUNCIL OF MINISTERS A.Ne XOSYGIN
AND INDIAN PRIME MINISTER L.Bes SHATRIW

PRIME MINISTER La.BAe SHASTRI HAD MEETINGS AND TALKS WITH LeI.
BREZHENV, A.Ne KOSYGIN, AeIl. MIKOYAN, AND OTHER SOVIET LEADERS.
PRESENT AT THE TALKS FROM THE SOVIET SIDE WERE:s VICE CHAIRMAN
OF THE USSR COUNCIL OF MINISTEKRS AeNe SHELEPIN, USSR MINISTER OF
FOREIGN TRADE NeSe PATROLICHEV, CHAIKMAN OF THE STATE COMMITTEE
OF THAE USSR COUNCIL OF MINISTERS FOR FOREIGN ECONOMIC RELATIONS
SeAe SKACHKOV, DEPUTY MINISTERS OF FOREIGN AFFAIRS OF THE USSR
VeVe KUZNETS0V AND NeoPe FIRYUBIN, VICE CHAIRMAN OF THE STATE
COMMITTEE FOR FOREIGN ECONOMIC RELATIONSA.Ae. SERGEYEV, AND HEAD
OF THE DEPARTMENT OF SOUTHERN ASIA OF THE USSR MINISTRY OF FOREIGN
AFFAIRS Veles LIKHACHEV.

FROM THE INDIAN SIDE THE TALKS WERE ATTENDED BY: MINISTER OF
FOREIGN AFFAIRS SARDAR SWARAN SINGHy, VICE CHAIRMAN OF THE NATIONAL
PLANNING COMMISSION ASHOKA MENTA, INDIAN AMBASSADOR IN THE USSR
TRILOKI NATH XAUL, SECRETARY OF THE PRIME MINISTER, KANT DJHA,
SECRETARY FOR FOREIGN AFFAIRS OF THE INDIAN MINISTRY OF FOREIGN

AFFAIRS CHANDRA SHAKHAR DJHA.
/
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ddnlivG ko TALARS, WRlLH FAookl LN AN AITMODPREKE OF "FRANK —
MUTUAL UNDERSTANDING, THE SIDES EXCHANGED VIEWS ON THE MAIN 12
INTERKATIONAL PROUBLEMS + DISCUSSED QUESTIONS ON E FURTHER
DEVELOPMENT OF SOVIET=-INDIAN RELATIONS AND MUTUALLY ADVANTAGEOQOUS
COOPERATION.

THE SOVIET GOVERNMENT AND THE GOVERNMENT OF INDIA NOTED THAT THE
ALL-ROUND COOQPERATION OF THE SOVIET UNION AND INDIA, BASED ON THE
PRINCIPLES OF THE PEACEFUL COEXISTENCE OF STATES WITH DIFFERENT
SOCIAL SYSTEMS, 1S DEVELOPING SUCCESSFULLY, THE SIDES CONFIRMED
THEIR IMMUTABLE ADHERENCE TO THE PRINCIPLES OF PEACEFUL COEXISTENCE,
WHICH ENVISAGE RESPECT FOR TERRITORIAL INTEGRITY AND SOVEREIGNTY,
NONINTERFERENCE INTO DOMESTIC AFFAIRS, NONAGGRESSION, EQUALITY,

AND MUTUAL ADVANTAGE. THE PEACEFUL COEXISTENCE OF STATES WITH
DIFFERENT SOCIAL SYSTEMS GIVES THE PEOPLES AN OPPORTUNITY TO
CHANNEL THEIR EFFORTS TO STRENGTHENING POLITICAL AND ECONOMNIC
INDEPENDENCE, RAISING LIVING STANDARDS, AND FACILITATES THE
DEVELOPMENT OF THE NATIONAL LIBERATION MOVEMENT.

" BOTH SIDES CONFIRMED THAT NO SINGLE STATE OR GROUP CF STATES
HAS THE RIGHT TO INTERFERE DIRECTLY OR INDIRECTLY UNDER ANY
PRETEXT INTO THE DOMESTIC AFFAIRS OF ANY OTHER STATE OR INTO
ITS FOREIGN POLICY, OR TO PREVENT ANY PEOPLE FROM USING THEIR RIGHT
TO CHOOSE AND DEVELOP THE PQLITICAL, ECONOMIC, AND SOCIAL SYSTEM
THAT THEY THINK BEST MEETS THEIR ASPIRATIONS.

THE SIDES AGREED THAT INTERNATIONAL DISPUTES, INCLUDING BORDER
AND TERRITORIAL DISPUTES, MUST BE SOLVED BY WAY OF PEACEFUL TALKS,
AND THE USE OF FORCE TO SETTLE SUCH DISPUTES IS5 IMPERMISSIBLE.

REALIZING THE PRESSING MEED OF ACTIVE STRUGGLE FOR A RADICAL
IMPROVEMENT OF THE INTERNATIONAL SITUATION AND THE STRENGTHENING
OF PEACE, THE SIDES EXPRESSED FIRWM DETERMINATION NOT TO SPARE
EFFORTS IN THE SEARCH FOR WAYS FOR THE SPEEDIEST SETTLEMENT OF
INTERNATIONAL ISSUES, FOR LIQUIDATING THE THREAT OF NUCLEAR WAR,
THE ACHIEVEMENT OF GENERAL AND COMPLETE DISARMAMENT, AND FOR ENSURING
STABLE PEACE AMONG THE PLEOPLES.

THE SIDES NOTE THAT IN OUR TIME THE POLICY OF NONALIGNMENT HAS
BECOME THE FOREIGN POLITICAL COURSE OF MOST GOUNTRIES WHICH HAVE
RECENTY FREED THEMSELVES FROM THE COLONIAL YOKE, AlD THIS POLICY
IS FINDING GROWING INTERNATIONAL RECOGNITION.

CMORE) '
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—
X X X GROVING INTERNATIONAL RECOGNITIONa Eéﬂ,—mw

(TEXT) THIS POLICY SERVES THE NOBLE AIMS OF PREVENTING WAR \Ljr ,
AND STRENGTHENWING PEACE, AND EASING INTERNATIONAL TENSIONS AND
DEVELOPING INTERNATIONAL COOPERATIONs THE SIDES NOTED WITH SATISFACTION
THE RESULTS OF THE SECOND CONFERENCE OF NONALIGNED COUNTRIES, HELD
IN CAIRO IN OCTOBER 1564, WHICH CONTRIBUTED TO THE STRENGTHENING
OF PEACE-LOVING FORCES IN THE STRUGGLE FOR THE ESTABLISHMENT AND
PRESERVATION OF STABLE PEACE.

THE GOVERNMENT OF THE SOVIET UNION AND THE GOVERMENT OF INDIA
STATED THEIR FIRM DETERMINATION TO UPHOLD THE CAUSE OF PEACE AND
TO CONDUCT ACTIVE STRUGGLE AGAINST ATTENPTS AIMED AT INCREASING
INTERNATIONAL TENSION.

THE SIDES NOTED THAT AN AGGRAVATION OF THE INTERNATIONAL
SITUATION HAS TAKEN PLACE LATELY IN VARIOUS PARTS OF THE WORLD,
PARTICULARLY IN THE AREA OF SOUTH AND SOUTHEAST ASIA.

BOTH SIDES EXPRESSED GREAT CONCERN OVER THE SITUATION IN VIETNAM.
THE TWO GOVERNMENTS AGAIN DECLARED THAT THE BOMBINGS OF THE DRV
MUST BE IMWMEDIATELY STOPPED, AND A SOLUTION OF THE VIETNAMESE
PROBLEM CAN BE FOUND OHLY WITHIN THE FRAWUEWORK OF THE 19554
GENEVA AGREEMENTS ON INDOCHINAe

BOTH SIDES EXPRESSED THEIR CONCERN WITH THE FACT THAT SUCH
CARDINAL QUESTIONS OF OUR TIME AS GENERAL AND COMNPLETE DISARMAMENT,
THE DANGER OF THE PROLEFERATICON OF MNUCLEAR WEAPONS, THE PROBLEN
OF THE GERMAN PEACE SETTLEMENT, AND THE FINAL LIQUIDATION OF
COLOWIALISM STILL REMAIN UNSETTLED IN THE WORLD, AND THAT THEIR
SOLUTION CALLS FOR THE TIRELESS EFFORTS OF ALL PEACE~LOVING STATES
AND PEOPLES,.

THE IDENTITY OF VIEWS ON THE NEED TO IMPLEMENT GENERAL AND
COMPLETE DISARMAMENT UNDER STRICT INTERNATIONAL CONTROL WAS CONFIRMED
DURING THE EXCAANGE OF VIEWS.

THE SIDES FOUND IT NECESSARY TO STRESS THE GREAT IMPORTANCE

OF PARTIAL MZASURES ON LIMITING THE ARMS RACE AND EASING INTERNATIONAL
TENSIONS, THE IMPLEMENTATION OF WHICH COULD FACILITATE GENERAL AND
COMPLETE DISARMAMENT. THE SIDES BELIEVED IT EXPEDIENT IN THE NEAREST

- FUTURE TO REACH AGREEMENT ON SUCH MEASURES AS THE LIQUIDATION OF
FOREIGH MILITARY BASES ON THE TERRITOKRIES OF OTHER COUNTRIES,
THE PROHIBITION OF THE USE OF NUCLEAR WEAPONS, AND THE CREATION
OF DENUCLEARIZED ZONES IN VARIOQUS PARTS OF THE WORLDe THE SIDES
ATTRIBUTED GREAT IMPORTANCE TO THE ADOPTION OF EFFECTIVE MEASURES :
AGAINST ANY PROLIFERATION OF NUCLEAR WEAPONS BOTH BY WAY OF THEIR
DIRECT TRANSFER BY NUCLEAR STATES TO NONNUCLEAR STATES, OR BY WAY
OF MILITARY ALLIANCES, GROUPINGS, AND ASSOCIATIONS OF COUNTRIES,

OR ANY OTHER WAY.

THE INDIAM GOVERNMENT®S DECISION NOT TO USE NUCLEAR ENERGY
FOR THE MANUFACTURE OF NUCLEAR WEAPONS, AND TO CHANNEL IT EXCLUSIVELY
FOR PEACEFUL PURPOSES, MEETS THE FULL APPROVAL OF THE SOVIET
GOVERNMENT, ' I

— e —— ———— T
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BUTH S1DES WERE UNANINMOUS INEXPRESSING THE NEED TO STRENGTHEN
THE UNITED NATIONS AS AN INSTRUMENT OF MAINTAINI"™ INTERNATIONAL i
PEACE AND SECURITY, THE BASIS OF A STRICT OBa.‘VANCE OF THE i
Usite CHARTERe AT THE SAME TIME BOTH SIDES BELIEVED THAT UsNe V L
ACCEPTANCE OF NEWLY INDEPENDENT STATES OF ASIA AND AFRICA CREATES '~
A PRESSING NEED FOR A FULLER REPRESENTATION OF THESE COUNTRIES
IN THE MAIN Ue.Ne BODIES.

THE SIDES AGREED THAT THEY WILL COOPERATE IN OVERCOMING THE
DIFFICULTIES NOW EXISTING IN THE UNITED NATIONS, BELIEVING THAT
SUCH A SETTLEMENT MUST BE EFFECTED IN THE NEAR FUTURE WITH
STRICT OSSERVANCE OF THE LEGITIMATE RIGHTS AND INTERESTS OF UaNe
MEMBER STATES ENVISAGED BY THE CHARTER.

BOTH GOVERNMENTS BELIEVED THAT THE ABSOLUTELY ABNORMAL SITUATION,
WHICH AHAS BEEN MAINTAINED FOR 20 YEARS SINCE THE END OF WORLD WAR I1I,
IS FRAUGHT VWITH A THREAT TO THE PEACE IN EUROPE AND THROUSHOUT THE
WORLDs WITH THE OBJECT OF MAINTAINING AND CONSOLIDATING UNIVERSAL
PEACE THE TWO GOVERNMENTS BELIEVED THAT IT IS PARTICULARLY NECESSARY
TO ENDEAVOR TO BRING ABOUT A GERMAN PEACE SEZTTLEMENT.

THE SOVIET SIDE BELIEVED THAT THE BEST SOLUTION OF THE GERMAN
FROBLEM WOULD BE THE CONCLUSION OF A PEACE TREATY WITH BOTH GERMAN
STATES AND THE NORMALIZATION, ON THIS BASI5, OF THE SITUATION IN
WEST BELIN AS AN INDEPENDENT POLITICAL ENTITY.

REFERRING TO THE STATEMENT OF THE LATE INDIAN PRIME MINMISTER
JAVAHARALAL NEHKRU IN THE JOINT SOVIET=-INDIAN COMMUNIQUE ISSUED
IN ¥0SCOW 11 SEPTEMBER 1961, AND ALSO (TO THE) JOINT COMMUNIQUE
OF 19 SEPTEMBER 1964 ISSUED UPON THE CONCLUSION OF THE VISIT TO
THE USSR OF INDIAN PRASIDENT SKADHAKRISHNAN, THE INDIAN SIDE
REAFFIRMED THESE STATEMENTS WHICH STATED THAT THE EXISTENCE OF TWO
GERMAN STATES COULD NOT NOW BE IGNORED, THAT ANY ATTEMPT TO REVISE
EXISTING FRONTIERS WOULD HAVE DANGEROUS CONSEQUENCES, AND THAT IT
WAS VITALLY NECESSARY TO SEARCH FOR A PEACEFUL SOLUTION TO THE
GERMAN PROBLEM THROUGH NEGOTIATIONS, WITH THE PARTIGIPATION OF
ALL SIDES CONCERNEDe

(MORE)
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. SECOND ADD 120 (SOV T-INDIAN COMMUNIQUE) /g
X X X ALL SIDES CONCERNED, y/

(TEXT) THE SOVIET UNION AND INDIA ARE COMING OUT FOR THE COMPLETE

LIQUIDATION OF ALL REMAINING COLONIAL REGIMES. THEY ARE AGAINST ALL
+ FORMS OF COLONIALISM AND NEOCOLINIALISM, AND EXPRESS THEIR SINCERE

SUPPORT OF THE ASIAN, AFRICAN, AND LATIN AMERICAN PEOPLE WHO ARE

FIGHTING TO GAIN AND CONSOLIDATE FREEDOM AND INDEPENDENCE. THE

SIDES EXPRESSED THEIR RESOLUTE SUPPORT OF THE DECLARATION ON GRANTING

INDEPENDENCE TO COLONIAL COUNTRIES AND PEOPLES ADOPTED BY THE

UeNe GENERAL ASSEMNMBLY IN 1960. THEY AGREED THAT THESE PEOPLES,

WHO ARE FIGHTING FOR THEIR NATIONAL LIBERATION AND INDEPENDENCE,

MUST HAVE THE RIGHT TO STEELE THEIR DESTINIES IN CONFORMITY WITH

THEIR QWN WILL.

THE SIDES ARE SUPPORTING THE STRUGGLE OF THE PEOPLE OF THE CONGO
’ (LEOPOLDVILLE~-TASSL IN DEFENSE OF THEIR FREEDOM AND INDEPENDENCE,
AND AGAINST FOREIGN INTERVENTION IN THE DOMESTIC AFFAIRS OF THE CNGOe

THE SOVIET UNION AND INDIA DENOUNCE EXISTING COLONIALISM IN
ANGOLA, MOZAMBIQUE, PORTUGUESE GUNEA, SOUTHERN RHODESIA, AND
SOUTH ARABIA, AND EXPRESS RESOLUTE SUPPORT OF THE COURAGEOUS STRUGGLE
OF THE PEOPLES OF THOSE COUNTRIES FOR FREEDOM AND INDEPENDENCE. '
THEY EXPRESSED DETERMINATION TO ACT IN CLOSE COOPERATION WITH EACH
OTHER INSIDE AND OUTSIDE THE UNITED NATIONS TO SAFEGUARD THE
ABOLITION OF COLONIALISM, WITHOUT FURTHER DELAY, AGAINST THE
MANIFESTATIONS OF IMPERIALIST DOMINATION IN ANY PART OF THE WORLD.

THE SIDES SHARPLY DENGUNCED THE SOUTH AFRICAN GOVERNMENT'S
RACIST POLICY OF APARTHEID, WHICH IS A CRIME AGAINST MANKIND.
SINCE THIS POLICY CONTRIDICTS THE UeNe CHARTER AND THE HUMAN RIGHTS
DECLARATION, THE SIDES URGED THE STATES THAT HAVE NOT YET
COMPLIED WITH THE UsNe RESOLUTIONS CONCERNING THE SOUTH AFRICAH
REPUBLIC TO STOP ALL COOPERATION AND RELATIONS WITH THE GOVERNMENT
OF THAT COUNTRY, WITH THE OBJECT OF (WORD INDISTINCT) QRANT THE oy
LEGITIMATE RIGHTS TO THE POPULATION OF THE SOUTH AFRICAN REPUBLIC.

BOTH SIDES SUPPORTED THE CONVOCATIOM OF THE FORTHCOMING SESSION
OF THE CONFERENCE OF AFRO-ASIAWN COUNTRIES, AND EXPRESSED THE HOPE
TAAT IT WILL MAKE ITS CONTRIBUTION TO THE SCOLIDARITY AND ACTIVIZATION
OF ALL FORCES FITHTING AGAINST IMPERIALISM, COLONIALISM, AND
NEOCOLONIALISM, WILL FACILITATE (DW WORDS INDISTINCE) RELATIONS
BETWEEN STATES WITH DIFFERING SOCIAL SYSTEM REST AND DEVELOP
ON THE BASIS OF THE PRINCIPLES OF PEACEFUL COEXISTENCE, WILL
COME OUT IN SUPPORT OF THE STRUGGLE FOR PEACE AND AGAINST AGGRESSION,

BOTH GOVERNMENTS WERE PLEASED TO NOTE THAT THE RELATIONS BETWEEN ’
THE SOVIET UNION AND INDIA WERE PLEASED TO NOTE THAT THE RZLATIONS
BETVEEN THE SOVIET UNION AND INDIA ARE OF A FRIENDLY NATURE AND
AZETED WEPHARPATFISBACTGBNITHETREMELBENING UBRHBNPES@EEDTGBNS&DIS
BETWEEN THE TWO COUNTRIES.

DEVELOPMENT OF SOVIET-INDIAN RELATIONS ON THE BASIS OF EAQUALITY,
MUTUAL BENEFIT, AND RESPECT FOR SOVEREIGNTY IS AN EXAMPLE OF THE
SUCCESSFYL APPLICATION OF THE PRINCIPLES OF PEhGEFUL CDEXISTENCE
B'TVEEW STATES HITH ) DIFFEREING S0CIAL ORDER- e

padonn —— o B

—

£55

s e S Bt s AT e st ) m‘.ﬂm}-y- FEDT VI —

H&Qﬂf'ﬁ?{‘ AT WN COPY

v o s i frpe— g v e


https://RELATIONS.ON

Al lkavwrfia § VATV AL miatw WITAMILIAGWE MRS VI I VidaWiTa B Gl 4 Vi 4eid B iVl AT b

Fs-
COOPERATION BETWEEN THE SOVIET UNION AND INDIA IN THE STRUGGLE FOR _!;?

THE MAINTENANCE AND: )INSOLIDATION OF PEACE ON E TH, FOR EASING ”,aﬂ“
TENSION IN RELATIONS BETWEEN STATES, FOR LIQUIDAa:ING ALL SHAPES
OF COLONIAL OPPRESSION AND FOR PEACEFULLY SOLVING INTERNATIONAL \c/

PROBLEYSe SUCH FOREIGN=POLITICAL COOPERATION ACCORDS WITH THE
FUNDAMENTAL INTERESTS OF THE PEOPLES OF INDIA AND THE SOVILAT
UNION, AND THE INTERESTS OF ALL MANKIND.

THE SIDES NOTED WITH SATISFACTION THAT ECONOMIC-TECHNIAL
COOPERATION BETWEEN THE TWO COUNTRIES IS MANY=-SIDED AND BEING
SUCCESSFULLY IMPLEMENTEDs THE SOVIET UNION RENDERS ECONOMIC- TR
TECHNICAL ASSISTANCE TO INDIA IN THE CONSTRUCTION OF A NUMBER OF
INDUSTRIAL AND OTHER PROJECTS IN INDIA®*S STATE SECTOR, WHICH ARE
OF RARAMOUNT IMPORTANCE FOR THE DEVELOPHMENT OF THE COUNTRY'S
INDEPENDENT ECONOMY,

THE PRIME MINISTER OF INDIA EXPRESSED THE PROFOUND GHATITUDE
OF THE INDIAN GOVERNMENT AND PEOPLE FOR THE SOVIET UNION’S
ECONOMIC=-TECHNICAL AID TO INDIA IN THE FULTILLMENT OF ITS SECOND
AND THIRD FIVE-YEAR PLANS. HE REAFFIRMED HIS GOVERNMENT'S
DETERMINATION TO STRENGTHEN THE ECONOMY OF INDIA AND TO CONSIDERABLY
STEP UP THE PACE OF DEVELOPHENT IN THE FULFILLMENT OF THE FOURTH
FIVE=YEAR PLAN.

FOLLOVING AN EXCHAGEN OF OPINION THE SOVIET UNION EXPRESSED
WILLINGNESS TO CONTINUE ECONOMIC-TECHNICAL COOPERATION DURING
INDIA'S FOURTH FIVE-YEAR PLAN, SPECIFICALLY IN THE CONSTRUCTION
OF SOME ENTERPRISES OF THE FERROUS AND NONFERROUS METAL INDUSTRY,
THE ORE WINING AND OIL INDUSTRY, POVER ENGINERRING, IN THE TRAINING
OF HIGHLY SKILLED INDIAN PERSONNEL AND ALSO IN THE DEVELOPNENT
OF SEA FISHING, ' . = .
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THIRD AND LAST ADD ) C(SOVIET=-INDIAN COMMUNIQU
X X X OF SEA FISHING. :yﬂﬂ/

(TEXT) IN THIS CONNECTION THE SOVIET UNION WILL SEND TO INDIA
IN 1965 SOVIET EXPERTS WHO JOINTLY WITH INDIAN EXPERTS WILL
EXAMINE SPECIFIC QUESTIONS ON THE SPOT PERTAINING TO POSSIBLE
PROJECTS FOR COOPERATION IN THE AFORESAID PERIOD, AND WILL DRAW
UP APPROPRIATE RECOHNENDATIONS FOR THE CONSIDERATION OF THE
GOVERNMENTSe

THE SIDES NOTED WITH SATISFACTION THE SUCCESSFUL DEVELOPMENT
- OF SOVIET-INDIAN TRADE WHICH IN RECENT YEARS HAS BEEN CONSIDERABLY
EXPANDED BOTH IN VOLUME AND RANGE OF COMODITIES.

THE SIDES, DISPLAYING READINESS TO CONTINUE THE DEVELOPMENT
OF MUTUALLY ADVANTAGEOUS TRADE, AGREED ON THE DESIRABILITY OF
INCREASING TRADE BETWEEN THE SOVIET UNION AND INDIA BY APPROXIMATELY
100 PERCENT BY 1970 AS COMPARED WITH THE LEVEL ATTAINED IN 1964,

FOR THIS PURPOSE THE SIDES. AGREED ON THE ADVISABILITY OF THE
CONCLUSION OF A LONG=TERMN AGREEMENT ON TRADE FOR FIVE YEAQS, ‘
VHICA WOULD MAKE IT POSSIBLE, PARALLEL WITH THE EXPANSION OF TRADE,
TO DEVELOP SOME BRANCHES OF INDUSTRY IN TME SOVIET UNION AND
INDIA IN THE INTERESTS OF BOTH COUNTRIES, THE TWO GOVERWMENTS WILL
INSTRUCT THEIR MINISTTRIES OF FOREIGN TRADE TO MAKE APPROPRIATE
PREPARATIONS FOR THE CONCLUSION OF THE AFORESAID AGREEMENT SO THAT
IT CAN BE SIFNED IN AUGUST-SEPTEMBER 1965,

THE TWO SIDES NOTED WITH SATISFACTION THE STRENGTHENING OF
THE CULTURAL AND SCIENTIFIC CONTACTS BETWVEEN THE SOVIET UNION
AND INDIA, AND ACKNOWLEDGED THAT THEIR FURTHER DEVELOPMENT WAS
NECESSARY, ‘

THE VISIT TO THE SOVIET UNION OF INDIAN PRIME MINISTER LAL
BAHADUR SHASTRI HAS BEEN A MILESTONE IN THE FURTHER DEVELOPMENT
OF THE FRIENDLY RELATIONS AND MUTUAL UNDERSTANDING BETWEEN THE
USSR AND INDIA.

THE PRIME MINISTER OF INDIA EXPRESSED HIS PROFOUND GRATITUDE
FOR THE WARM, FRIENDLY WELCOME ACCORDED HIM AND THE MEMBERS
OF HIS PARTY IN THE SOVIET UNION.

THE PRIME MINISTER EXTENDED AN INVIATION TO LENID BREZMNEV,

. FIRST SECRETARY OF THE CPSU CENTRAL COMMITTEE, AND TO

ALEXSEY XOSYGINy, CHAIRMAN OF THE USSR COUNCIL OF MINISTERS, AND
AL50 RENEWED THE INVITATION TO ANASTAS MIKOYAN, CHAIRMAN OF THE
PRESIDIUM OF THE USSR SUPREME SOVIET, EXTENDED BY INDIAN PRESIDENT
DRe RADHAKRISHNAN DURING HIS VISIT TO THE SOVIET UNION IN SEPTEMBER
1964, TO VISIT INDIA AT A CONVENIENT TIME. THESE INVITATIONS WERE
GRATEFULLY ACCEPTED.
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Subject: Soviet View of Shastri's Visit to Moscow; Likely'ﬁ%%?gme

In the present paper we assess the status of Soviet-Indian
relations on the eve of the visit of Prime Minister Shastri to
Moscow (May 12-19), particularly in the light of the Soviet and
Indian reactions to the cancellation of his Washington trip.

ABSTRACT

Moscow welcomes and will try to exploit the disruption of
Prime Minister Shastri's visit to Washington on the eve of his
long-planned trip to Moscow. The Soviet Government had shown con-
cern over Indla's Iincreasing appreclation of the US role in South-
east Asia and warned Indian officials that fallure to condemn
American policy in Vietnam could adversely affect Soviet-Indian
relations. In the new circumstances, the Soviets probably do not
expect Shastri to abandon India's nonaligned policy. But they may
hope to obtain some endorsement by him of Soviet views on various
international issues, including Vietnam, and to enlist his co-
operation in mobilizing Afro~ASian opinion on behalf of the Soviet
version of a negotiated settlement of the crisis there, Moscow will
want, thereby, to counter anticipated criticism from Peipling which,

Moscow must calculate, views Shastri's visit with utmost suspilcion.
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At the same time, Moscow is currently in a poor tactical
position vis-a-vis India and cannot offer Shastri all the support
he seeks. The posture of neutrality the Soviets are apparently
assuming in the Rann of Kutch border clash between India and
Pakistan, as well as their efforts to bulld relations with Pakistan,
will arouse Indlan apprehensions over the reliability of Soviet
support on the Kashmir issue. Nor -- even though the visit is
likely to add to Sino-Soviet friction -- 1s Moscow likely under
present conditions to provide much in the way of a guarantee agailnst
the Chinese nuclear threat. ©Shastrl will probably seek, and Moscow
may agree to provide, additional military hardware. However, the
Soviet military assistance program will probably continue to move
at a deliberate pace, and the bulk of Soviet ald will remain in

the economic rather than the military field.
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Origins of Shastri Visit to Moscow

Plans for Shastri's forthcoming visit to the USSR date back
to the invitation extended him by Soviet leaders when Indian
President Radhakrishnan visited Moscow in September 1964, On that
occasion Radhakrishnan also invited Mlkoyan and Khrushchev to come
to India. In January, after the change 1n the Sovliet leadership,
the Soviet Government informed New Delhl that Kosygin would be able
to make the trip sometime during 1965, although the exact date has
not yet been set. Moscow's attitude toward Nehru's successor
remains somewhat ambivalent; the Soviets are concerned that Shastri
may be more sympathetic to the West than was Nehru, but they want
to assess him at first hand and to display thelr achlevements to
the little~travelled Prime Minister.

Disruption of US Visit a Soviet Opportunity

Moscow almost certalinly regards the recent postponement and
subsequent cancellation of Prime Minister Shastri's visit to the
United States as an unexpected and welcome opportunity. The set-
back in US-Indian relations came some three weeks before Shastri's
scheduled visit to Moscow (May 12-19), and at a time when the
Soviets were showing concern over India's attitude toward the US
policy in Vietnam, )

During Indira Gandhi's vislt to Moscow in February, Kosygin
reportedly criticized Indla's attitude toward the Vietnam crilsis
and described 1t as a sharp departure from the policies of Nehru.
He intimated that if Indila contlnued its drift toward a pro-US
orientation, 1t could no longer count on Soviet support on issues
important to India.

Nevertheless, the Indian Government failed to condemn the US
involvement in Southeast Asia, including US alr strikes agalnst
North Vietnam, and even showed some appreciation of the American
position. On March 25, an official publication of the Congress
Party gave a forceful endorsement of US policy in South Vietnam,
characterizing the war in Vietnam as "a war waged by democratic
forces against the Communists' lust of conguest." Two days later
Foreign Minister Swaran Singh did express regret in parllament
that the US "used gas" in Vietnam. However, the Indian Government
praised President Johnson for responding pesitively to the
initiative taken in March by the group of 17 nonaligned powers to
bring the crisis to the conference table.
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Moscow Will Exploit Opportunlty

Moscow, understandably, did not publicize 1ts unhappiness
over India's posture on Vietnam. However, the Soviets moved
quickly to exploit the postponement and subsequent cancellation of
Shastri's visit to the United States by portraying it as evidence
of strains 1n US-Indian relatlions resulting from alleged Indian
opposition to the American policy in Vietnam., How far Moscow will
succeed in exploiting its version of Indian views on Vietnam will
depend in part on what the Indian Government says and does., Al-
ready the Soviet information media have seized upon the remarks
Shastri made on April 20 at a reception of the Indo-Soviet Cultural
Soclety, as evidence of developing friction between India and the
US and of Indian sympathy for Soviet views.

India's Role Useful to Moscow

Moscow probably does not expect that Shastri will abandon his
nonaligned posture. Moreover, India's determination to remain non-
aligned continues to be useful to Soviet policy. In recent months
Moscow has relied on New Delhi to act on behalf of Soviet partici-
pation in the forthcoming Afro-Asian Conference (Bandung II) and has
also encouraged Indian endeavors toward the convening of an
International conference to guarantee Cambodia's neutrality.

The Soviets 1in theilr handling of the crisis in Southeast Asia
have also taken advantage of a certain community of interests with
India. Both countries desire a settlement in Vietnam that will not
leave China as the ultimate beneficiary. India has the further
advantage, from the Soviet viewpoint, of belng able to mobilize
Afro-Asian support and at the same time of maintaining close contacts
with the West. Accordingly, Moscow has been using India as a
channel of communication to set the tone of Afro-Asian opinion, and
has allowed New Delhi to search for ways of settling the crisis,
Soviet commentaries have noted approvingly the initiative on
Vietnam shown by the group of 17 nonaligned nations, of which India
was an active member, although Moscow has gone along with Peiping
and Hanoi in rejecting the US response to its proposal. It is also
possible that the Soviets knew and gave at least tacit approval to
the suggestion made by Indlan President Radhakrishnan on April 24
that an Afro-Asian force be used to police the border between Nortr
and South Vietnam as a necessary step in the restoration of peace
and stability. Radhakrishnan had conferred with Mikoyan a week
earlier when he stopped briefly in Moscow en route home from a visit

to London.
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At the same time, the Soviets can be expected to capitalize
on Shastri's discomfiture over the disruption of his US visit by
preparing a royal reception for him and then publicizing the con-
trasting treatment accorded him by the two countries. Moscow may
hope that as a result of his experience Shastri will prove more
receptive to Soviet views on the crisis in Southeast Asia and more
willing to endorse Soviet positions on various international 1ssues.
Consequently, it seems likely that the Soviets will make considera-
ble effort to include 1In the final communique on the visit passages
on Vietnam which will at least implicitly, and perhaps explicitly,
lay the blame for thecrisis at the door of the US.

The Soviets would see no great inconsistency and certain
advantages in trying to have Shastri go on the record with at
least implied criticism of US policy while displaying a certain
moderation in thelr private discussions with him. Theilr purpose
would be publicly to portray the US as the intransigent party and
privately to suggest to Shastrl that he try his hand at somehow
persuading Washington of the dangers of US actions against North
Vietnam.

Moscow would also feel the need to maintain a respectable
posture of verbal militancy against the West because of the effect
that Shastri's presence in Moscow will have on Sino-Soviet relations.
The Soviets are aware that Pelplng regards Shastri's trip with
suspicion, and they will try to avoid giving China grounds for
charges that the Soviet leadership used Indla as an Iintermediary
with the West for the purpose of betraying the Natlonal Liberation
Movement 1n Southeast Asila,

Soviets Distressed by Indian-Pakistani Clashes

The initial Soviet reaction to the border clash between India
and Pakistan in the Rann of Kutch area has been one of muted dis-
tress. TASS carried factual reports quoting both Indian and
Pakistani officials on the desirability of negotiating a prompt end
to the fighting. On April 28, Izvestiya expressed concern, care-
fully avoided supporting either side, and warned that the West would
attempt to benefit from the dispute.

Thils Soviet position is consistent with the pattern of Soviet
reaction to other recent border disputes involving Afro-Asian
states, as well as with the Soviet Government's declaration of
December 31, 1963, on the Peaceful Settlement of Territorial Dis-
putes. In general, Moscow has taken the view that such disputes
distract the attention of the disputants from more Ilmportant
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(from the Soviet viewpoint) problems of combatting local manifes-
tations of Western colonialism and imperialism,

The fighting between India and Pakistan complicates Moscow's
efforts to improve relations with Pakistan while malintaining close
and friendly relations with Indla. The Soviets are presumably
aware that the position they take in the present dispute will
affect thelr future relations with both India and Pakistan. If
Moscow continues to hold, as 1t 1s currently doing, a posture of
neutrality and limits its involvement to a call for a negotiated
settlement on terms acceptable to both sides, Pakistan will be
pleased and India apprehensive. The Indians cannot help but wonder
what position Moscow would have taken 1f the fighting had occurred
over Kashmir rather than the Rann of Kutch.

Ayub Khan, when he visited Moscow last month, failed to
persuade the Russians to make any public statement that would alter
their long-standing support of Indla on Kashmir. Nevertheless, the
Indians have been concerned during the past year or two with
occasional signs that Soviet support on this issue was not as filrm
as it had been previously. If the Soviets desire to extricate
themselves from their commitment to support India on Kashmir, but
want to do this discreetly, without the wmpleasantness of document-
ing their shift on the public record, they may calculate that by
remaining neutral in the Rann of Kutch dispute they now have that
opportunity. A posture of noninvolvement carries the added advantage
of allowing Moscow to exploit the discomfiture of the US over the
armed clashes between two reciplents of US military assistance.

Even if there is a formal cease~fire by the time Shastri visits
the Soviet Union, the acute state of Indian-Pakistanli relations is
bound to be brought up in Moscow. The larger implications of the
Soviet position may provide both the Soviet hosts and the Indian
delegation with some uncomfortable moments, and even if the Soviets
offer strong verbal assurances the Indians would be left with a
residue of apprehension.

China's Nuclear Program

China's emergent nuclear capability poses one of Indla's most
important long-range foreign policy problems. Shastril is likely
to again raise with the Soviets the question of the USSR's partici-
pation in an arrangement to guarantee India agalnst the Chinese
nuclear threat, thus putting a difficult problem to Soviet policy-

makers.
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Moscow would not wish to rebuf'f the Indians on an important
Issue and perhaps damage Soviet relatlons with Delhi. Moreover,
sobered by thelr experience with alding China's nuclear program
in years past, the Soviets are sensitive to the problem of nuclear
proliferation and would probably prefer the Indlans to stay out of
the nuclear weapons business. On April 30 Pravda gave further
evidence of Soviet sensitivity on the subject by presenting the
idea of Indla becoming a nuclear power as an imperialist plot. It
alleged that as a result of the crisis in Indian-Pakistanl relations,
Indian reactionaries had raised the question of the need for India
to procure nuclear arms, even at thecost of joining the imperial-
ists! milltary bloc,

Nevertheless, Moscow is likely to be reluctant to pay the
costs of dissuading India from golng into the manufacture of
nuclear weapons, In particular, while the Shastri visit is likely
to draw fire from Peiping and add a further irritant to Sino-Soviet
relations, the Soviets would not wish to take part in a formal
alignment directed against the Chinese. Nor would they wish to
condone an increased US or UK military commitment to the area.

Tactically, Moscow's unwillingness to take part in any arrange-
ment which smacked of a coalition with the imperialists against
Communist China would be heightened at this juncture. The Soviets
have been using the issue of communist unity in the face of the
imperialist threat in Vietnam as their principal argument in
attempting to isolate the Chinese in the communist world, and would
be less willing than ever to undercut thelir professions of loyalty
to communist solidarlty by undertaking a formal commltment to India
and to the West against China. Indeed, in his April 26 speech to
the UN Disarmament Commlssion, Soviet delegate Fedorenko dlsmissed
the notion of a nuclear umbrella over Asia as a "rotten idea," thus
tarring the general principle of a guarantee agalnst Chinese nuclear
aggression with the same brush he used against American and allied
foreign bases and deployments. Fedorenko did not explicitly mention
either India or China in this connection, but in effect dismissed
the Chinese threat to India when he said that if there was a threat
to Asia, it was an American threat. Moreover, in the April 29
communique marking the end of Gromyko's Paris visit, Moscow endorsed
the idea of disarmament negotiations among the five nuclear powers,
thus putting the Soviets on record -- by virtue of arithmatic
though not of specific reference -- as accepting China's status as
a nuclear power.
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Given the limits imposed by Moscow's reluctance either to
refuse to give Shastri any support at all or to become involved
in any measure clearly directed at the Chinese, Moscow may attempt
to cope with Shastri's request by trying to find a more general
proposition, perhaps one which had an anti-Western angle. Apart
from attempting to enlist his support for a general denunciation
of nuclear proliferation with a specific thrust against NATO
nuclear arrangements, the Soviets might well develop a proposal
on non-use of nuclear weapons, DMoscow's old saw recelved renewed
attention in Fedorenko's April 26 speech and in the May Day slogans
published April 22, and the Sovliets already have the Chinese on
record as advocatling a ban on use of nuclear weapons as the first
step toward total nuclear disarmament,

In their private response in February to an Indlan approach
on the question of a guarantee, the Soviets raised the notion of a
declaration by nuclear powers that they would not use nuclear
weapons against non-nuclear powers as a first step toward a broader
non-use commitment. The Soviets might calculate that the Indians
are sufficiently interested in getting even a declaratory state-
ment about non-use pinned down more formally that they would seek
the support of Washington and London for the Soviet proposal.
Moscow might also calculate that, if the US and Britalin agreed, it
would get the credit for the original proposal, or, if the West
refused, Shastri would blame the West more than the Soviets. In
any case, such a declaratory statement would actually provide the
Indians with no greater assurances than they already have in
Communist Chilna's unllateral declaration that they would not use
nuclear weapons first. Thus, although the Indlans might support
such a Soviet proposal on non-use, they would not consider it an
adequate substitute for a joint guarantee.

Soviet Aid to India

Unable to offer India a nuclear umbrella, Moscow may be slightly
more forthcoming in the area of conventional military aid. On April
Qu,a delegation of the Indian Defense Ministry departed for Moscow
to sign additional agreements for the construction of plants in
India to manufacture MIG-21l's, Although Soviet military equipment
has begun to arrive in India, there have been repeated complaints
from Indian officials over the slow pace of negotiations and
deliveries. The conclusion of agreements for the construction of
MIG factories will not necessarily accelerate the Soviet military
assistance program.
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Moscow has never shown much enthuslasm for the idea of pro-
viding military ald to Indla. The Soviets were forced reluctantly
to compete wlth the US and the UK 1n bullding up India's military
capabllities as a result of the Chinese attack on India. But they
rind thelr role of acting in tandem with the West in arming a
noncommunlist state against a communist state to be ideologically
embarrassing. Nor is there any need for Moscow to arm Indila for
the purpose of using her in support of "national liberation
struggles," as the Sovliets have done in the case of the UAR and
Indonesia. Sovlet military ald to India is therefore likely to
continue at a deliberate pace., Although Shastrl will probably seek,
and Moscow may agree to provide additional military hardware, the
bulk of the Soviet aid effort will remaln in the economic rather
than the military field.
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NEW SOVIET-INDIAN ARMS DEAL

Indian Defense Minister Cha-
van's recent visit to Moscow pro-
duced two tangible results: a pact
covering an estimated $50 million
worth of Soviet military equipment
for India, and final arrangements
for producing MIG-21 jet aircraft
in India. With the $100-million
credit apparently involved in the
MIG deal, the value of these trans-
actions approximates that of India's
past military credits from the USSR.

Chavan's mission was as note-
worthy for those items not purchased
as for those that were. Moscow had
indicated willingness to discuss,
and did display, all the military
equipment which India seeks. The
Indian mission, however, did not
commit itself on artillery or naval
craft--including a submarine which
India wants because Pakistan has one.
The British offers of naval aid,
made just prior to Chavan's depar-
ture for Moscow, presumably will
now be investigated., The Indian
mission also did not purchase addi-
tional surface-to-air missile (SAM)
battalions, apparently holding to
an earlier negative decision based
on cost.

New Delhi's purchases were
limited to more aircraft and what
was described as a onetime order
for light tanks. Most of the equip-
ment will be delivered during 1965.
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The MIG factory now is scheduled
to begin "production" (six per month)
in mid-1967. 1t is being emphasized,
however, that the process will be es-
sentially assembly, and even though
eventually many of the parts are to
be produced in India, production will
always depend on some imported com-
ponents.

Political considerations were
an important factor in the Indian
decision to press forward on arms
deals. Even before the Chinese at-
tack in October 1962, the Indians
viewed Soviet military aid as evi-
dence of tacit Soviet support in
India's developing quarrel with China,
Indians believe the aid contributes
to the Sino-Soviet rift, thus help-
ing to weaken China's hand in Asia.
New Delhi also hopes, on the eve of
its first nonaligned conference with-
out Nehru, to re-emphasize India's
posture of nonalignment by balancing
the continuing large-scale military
aid Chavan recently negotiated in
WashiTgton with equipment from Mos-
cCow.

SECRET

25 Sept 64

NLI_/AC |D-2U8
NARA. Date 03-33 -301Y

CURRENT INTELLIGENCE WEEKLY SUMMARY Page o5



RA , S E CRET

-

NE'AR EAST AND SOUTH ASIA

SOVIET MILITARY AID TO INDIA

The most important elements of the military equipment agree-
ment concluded recently with the Soviets by Defense Minister Chavan in
the Soviet Union are the provision of 3 squadrons (38) of MIG-21's
plus trainers, and help with the assembly and production in India of
more MIG-21's. The Indians have been attempting to obtain MIG-21's
from the Soviets for two and a half years and had earlier informed us
they made a '"'governmental commitment" over two years ago to produce
them in India. The agreement also provides for the sale of some 80-90
light tanks and 20 helicopters.

The supply of tanks will bring the Soviets into a field
which, up to now, has been a Western preserve. (Chavan claims though
this is only stop-gap procurement,) Discussions of naval items were,
as the Indians stated beforehand, kept on an exploratory basis. The
British recently announced their agreement to provide the Indians with
long term credits for frigate construction facilities in Bombay.

The Soviet equipment will be sold on favorable credit terms
(2 percent, 10 years) for rupees, which in turn can be used by the
Soviets for the import of Indian goods.

Nonalignment Context - In an effort to put military assis-
tance in the context of nonalignment, Chavan in his presentation to
Parliament on September 21, also reported on the results of his trip
to the United States last summer and referred to future talks with the
British. In a generally accurate account, Chavan mentioned military
grant and credit assistance from the United States in Fiscal Year 1964
and Fiscal Year 1965. He dealt with the question of long-term US aid
only by saying "US authorities have agreed that periodical discussions
should be held... to determine further US assistance...."

--Current Foreign Relations, Issue No. 39, 9/23/64
AFGHANISTAN AROPTS NEW CONSTITUTION

The Loya Jirga (Grand Assemb
tution on September 19 marks a turnin
promises to give the country both a/
for a more progressive state unde
promulgation of the document by e King\is considered only a formality
and is expected in a few days. /Its 1mmedfate result will be the dis-
solution of the old Parliament’ and the presént Grand Assembly. (Of
the 450 Jirga members about 170 are members of the National Assembly.

¥) approval of the new consti-
point ‘in Afghan history which
ramework and hopeful substance

a nstitutional monarchy. The
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ISSUED BY THE INFORMATION SERVICE OF INDIA, 1\
EMBASSY OF INDIA, | %
2107 MASSACHUSETTS AVENUE, N.W., WASHINGTON, D. C. 2000&_
No. 160 Bhadra 31, 1886 (Saka)

September 22, 1964.

DEFENSE MINISTER CHAVAN'S STATHEIENT ON HIS VISITS
TO UsSeAs AND UoSeSeRe

The Minister of Defense, Mr. YeB. Chavan, made the following
statement in Parliament on September 21 on his recent visits to the
linited States and the UsSeSeRe:

This statement is a brief report for the information of Par-
liament on my visits to the United States of America in May, 1964, and
the UsS«S.Re during August/September, 196L.

The object of my visit to the United States of America was to
secure material and financial assistance for the implementation of India's
Five-Year Defense Plan covering the period April 1964-liarch 1969 to which
I nad made a reference during the debate on the demands for grants of the
Defense Ministry in March 1964. There was also a long standing invitation
from the Hon'ble Robert S. lMclNamara, the U.S. Defense Secretary, to visit
the United States to discuss problems of mutual interest.

I also received later an invitation from ilarshal lialinovsky, the
Dafense Minister of the U.S«S.Re I took this opportunity to discuss with

the Soviet Government various matters connected with the implementation of
curr defense plan,

The task of re-equipping and modernizing our armed forces is a
stupendous one. In order to ensure systematic development ol our defense
rutential in the light of the threat facing tiie country, earlier this year
v prepared a Five-Year Defense Plan. Broadly, tie plan envisages: -

(a) Maintenance of a well-equipped army with the strength
of 625,000 menj;

(1) Maintenance of a AS5-squadron air fovec ine lucing nro-
grans ol ru—evuipmert and replacement of older wircief. Jike bhe

B G )
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Vampire, the Toofani and the liystere by more modern airerafh
ard immroverment of the air defense, radar and commmination
facilitiec;

(c)} A phased program for replacement of over-age ships
cf the navys;

{d) Strengthening the deferse preducticn base to evens

tually mest Lne requirexents cf armis and arxanlition of cur srmed
forces;

(e) Improvenent of road comrmnications in the border
areas;

(f) Improving organizational arrangements in the fields
of provisioning and procurement, storage, training, etc., o
ensure the most economical utilization of the funds allotted
for defense.

Foreign Exchange Major Constraint

The above programs of modernization of the defense forces and
improvement of the facilities for logistic support of the armed forces
would call for additional outlays on defenses The increase in terms of
internal resources will be of the order of gbout 10 to 12 pepcent over
the current level of the defense expenditure. But the total reguirement
of foreign exchange for the defense plan has been-3sgeasged at about three
times the normal allocations which can be made to defense from our oun
export earnings., The major constraint, therefore, which would affect the
implementation of the defense plan is the availability of foreign exchange
in time to meet the import requirements of various constituents of the
plane As the economic development plans also require heavy invesimeints of
foreign exchange in order to ensure that the progress of Indiats economic
development is not affected, it is necessary to secure assistance from
friendly foreign countries for the implementation of the defense plans

I reached Washington on May 16, 1964 and had discussicns with
the U.Ss Secretary of Defense, Hon'ble Robert S. i.cllamara and other of-
ficials of the Administration. I also had discussions with Secretary of
Stiate Dean Rusk and Mre Averell Harriman. I had also opportunities to
meet important members of the U.S. Senate and the House of Representatives.

The discussions held with the U.Se. Governuent were very friencly
and disclosed large areas of agreement in respect of our assessment of the
Chiness tnreat and the measures required to meet it. There is considerable
understanding in the UsS, Administration of the special problems we are
faced witl and a desire to assist in building up a defense potential withe
out alversely affecting ow economie development planse

enc
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Agelstance From U.S. Government

As the result of these discussions tlie U.S. Government have
azreed to provide to the Government of India the following assisisznce: -

(i) An immediate credit of 410 million for the purchase
of defense articles and services. Thz meain items to be fi-
e nenced from this credit relate to the replacement and roder-
nization of plant and equipment in the ordnance factories;

(ii) The military grant assistance will be continued
by the U.S. Government during their fiscal year 1965 (July
1964 - June 19€5) at the same level as during the fiscal
year 1964, This assistance includes such items as continued
support for the Indian mountain divisions, air defense com-
runication equipment, transport aircraft support and rosd-
building equipment for the Border Roads Organizatiune As
this assistance would be in kind, it is not possible to
assess its value financially;

(iii) In addition a further credit to the extent of
50 million during the fiscal year 1965 would be available.
Auong other things, the artillery shell plant to be set up
at Ambajhari will be financed from this credit.

The successful implementation of the defense plan would re-
quire continued assistance from the UsS.A. at thie current levels in
respect of both grant assistance and credit assistance. The U.S. au-
thorities have agreed that periodical discussions siiould be held be-

Lween our two countries to determine further the U.S. assistance in
relation to Indiats defense effort.

I also discussed the question of supply of high performance
fighter aircraft for the Indian Air Force, the need for which was es-
tavlished in the exercise Shiksha held last year.

The UeSe. authorities, while discussing the supply of such air-
craft under the nilitary assistance program, pointed out that as we had
already plans for introducing in the I.A.F. the MiGs and the HF-24s, the
guestion of introducing another type of supersonic aircraft may have to
be studied further. In the circumstances no final decision was taken.,

The U«S. authorities offered to send a team of experts to determine wheth-
er they could be of assistance in the further development of this air-

craft and in its production. The team has since visited India and has
aubmitted a report which is under examination.

On the question of supply of naval vessels for replacing over—
zze ships in oar fleet, it was agreed that our requirements in this field
choula Piczt be discussed with the British Government.
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Apart from the grant assistance and the credit assistence
which the UsS. Government have agreed to provide during the fiscal yeor
1265 end which they are willing to consider for subse~uent years, I
shtach considerable importance to the fact that the need for strengthnening
v defernne production base in India has been fully recognized by the UasDs
savhorities aad a substantial portion of the credits a’ready offzred will
e utilized for the modcrnization of Indian ordncnce factories and for
sobting vn the artillery shell plant at Ambajhari.

During my stay, I visited a number of defense installations and
training establishments in the U.S.

On hearing of the sudden passing away of Jawaharlalji, I cuit short
my vieit on ilay 28, 1964. The meeting with President Johnson scheduled
“or Hay 20, 1964, could not take place.

iere~pmant THith Soviet Union

- -

As the Hon'ble iiembers are aware, we had concluded an agreement
in August, 1962, with the Soviet Union for establishing the production of
fiG=-21 fighter aircraft. While we have proceeded with the civil works and
preparation of project reports, it was found that there were several im-
rortant fields not covered by the original agreement in which without ad-
Jditional Soviet assistance it would not be possible to establish early pro-
duction of the aircraft. It was also our intention to explore the possibi~

iities of securing assistance in respect of certian other equipments inc.iud-
el in the plan..

I reached lloscow on August 28, 1964. I had discussions with the
Defense iiinister, Marsnall Malinovksy, and senior menbers of the State

Committee for Foreign Economic Relations. I had also discussions with
Chairman Khrushcheva

These discussions were most cordial. The Soviet Government
Tuvlly appreciated our policy of non-alignment. They recognized our need
i1 the strengthening of our defense potential and also our economic dif-
rticulties. It was explained that we attached considerable importance to
the early establishment of the iiG complex of factories and the pro-
duction of 1li3G  aircraft and associated equipment. Our requirement for
the supply of a certain number of 1iiG-21 aircraft to meet the needs of
the Air Force until the production of the aircraft starts in the country
md the requirement for light tanks was also discusseds As a result, the
following agreements have been concluded with the Soviet Covernment:

(1) As an extension of the agreement concluded in August |
1962, the Soviet Government have now agreed to provide plant and
machinery, jigs and tools, etc., of Soviet manufacture to facili-
tate early establishment of the 1iG complex of fachtcries. They
have also agreed that the Soviet technical tears wil: be more

|
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closely associated in the preparation of detailsd working
projects and production schedules. Arrangements for the
supoly of major ascamblies, sub-assemblizss ond row naberian
from the Soviet Union for the productisn of initial batches
of MiC-21 aircraft have also been finalized.

(ii) Agreement has been concluded for the purchase of
a certain number of 11iG-21 aircraft and associated ecuipmert.
Supplies under the August 1962 agrsement and the present o roe-
nent would enable us to re-equip three of our fighter scuadrons
with MNiG-21 aircrafte.

(iii) The Scviet Government have a2lsc agreed to the suprly
of a certain number of light tanks and associated equipment.

The above purchases will be paid for in rupees which can be
aned by the Soviet Government for purchases of goods and articies in
Irdia according to the existing arrangementse.

A contract has also been concluded witii the Soviet Export orga-
rization for the supply of 20 lii-4 helicopters.

The Soviet authorities provided facilities to me and to the
naval officers who accompanied me to see the performance of the naval
craft, including submarine, which they are in a position to supply to
{ndiae The technical details made available during this visit are under

2sbudy. It may take some time before a decision is reached in the matter,
as apart from technical evaluation, the financial feasibility of making
additional purchases would require review.

British Assistance For Frigates

I had planned to spend a few days in the U.K. at the invitaticn
of the British Government on my return journey from tlie United States.
sould not do sos If convenient to the British Goverrment, I hope to visit
“he United Kingdom sometime in lovember-December, 1964

As I have mentioned earlier, I intended to discuss with the
British Goverrnment particularly our requirement for destroyers. As the
Hon'ble ilenbers are aware, the IndianNavy is at present equipped with
British-built ships. Several of our destroyers are over-age and are due
for replacerment., We are intending that some of the ships required for
such replacement should be built in this country itself and we have been
zxploring ways and means of securing the necessary financial assistance
and forcign collaborationes I am happy to be able to say that the British
(invermment lhiave agreed to provide financial assistance towards the recons-
i,cuction there of three lLeander-class frigates. We have accepted this
affer in prinsiple and negotiations for a loan agreement as ciso for a
callaborction agreement with Vickers Limited are progressi gz,

')0.6
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Basic Fsets Underlying Defense Plan

I wish to conclude my statement by re-stating certair.
basic facts underlying our defense plan and program to secure
{oveign assistances Our policy in meeting the requirements of our
defense is necessarily guided by our foreign policy of non-alignment
which will continue %0 govern our actions in the field of defense
procurement. In both the U.S. and the U.S.S.R., there was complete
recognition of this policy. Our defense plan identifies the
requirements of the defense forces to enable them to discharge the
task assigned to them. These carefully worked out requirements

fulde us in seeking assistance from friendly sources where it is
zvailable,

Apart from the U.S. and the U.S.S.R., other countries
such as, Australia, Canada, Yugoslavia - have come to our help in
our time of need. I would like to emphasize that we have not the
slightest intention of playing military assistance from one country
against military assistance from another. It was heartening for
me to find that in both the great countries that I visited there was
full appreciation of our point of view and desire to assist.
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1. Recent Soviet-Indian Arms Deal

The substance of the arms
agreement concluded by India
with the USSR during Defense
Minister Chavan's recent trip
to Moscow is now available,

The agreement provides for
the sale to India of some 80-90
Soviet light tanks, presumably
the l4-ton PT-76s. This is the
first time India has procured
substantial equipment for its
ground forces from a Communist
country.

In addition, the Soviets
agreed to complete the assembly
line for MIG-21ls in India by
mid-1967. The Soviets will also
deliver "somewhat less than 40"
advanced--but not all-weather--
MIG-21s in 1965. These, together

GENERAL

with 10 MIG-21s already in hand
or on order, will make up three
squadrons.

Final details on the three
SA-2 complexes ordered previously
by India were also worked out!

The supply of artillery
was discussed. The Soviets
also offered submarines and
other warships but the Indians
did not commit themselves on

hese items o
| w [ the stiff
terms demanded by the Soviets

were a factor discouraging In-
dian acceptance of artillery.
The MIG and SA-2 offers, on the
other hand, only require pay-
ment at two percent over a 10-
year period from the date of
delivery. |
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SOVIET UNION

2. Soviets May Be Using New, High-
resolution Camera System in Re-
connaissance Satellites

]

-

At least one reconnaissance
satellite a month has been launched
from Tyuratam since April.
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CENTRAL INTELLIGENCE AGENCY
WASHINGTON, D. C.

OFFICE OF THE DEPUTY DIRECTOR (INTELLIGENCEK)

29 July 1964

MEMORANDUM FOR: Mr. Robert Komer
White House Staff
Executive Office B ding

SUBJECT : Soviet Bloc Aid to India

Although we start off in the attached
memorandum by confessing that the impact of
Soviet Bloc aid on the Indian economy is
difficult to assess, I think you will be
interested in our economic analysts' discussion
of the subject. We continue to question how
much political leverage the Soviets and their
allies can expect to derive from their aid
program, but it is noteworthy that this aid
is concentrated in a major area toward which
the United States has been reluctant to
contribute, i.e., industrial development in
the public sector. There is a good two-page
summary at the head of the report; a slightly
longer section discussing future prospects is

on page 12. __*J
PAUL A. BOREL
Assistant Deputy Director
(Intelligence)
Attachment
e e iy 1
oL I Estintc) tom :umj
cowmyrading and
fociz.iilcla
JUL 30 1964
SANITIZED
E.O. 13526, Sec. 3.5
NLI/IoAC 13-948
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Economic Intelligence Memorandum

THE ROLE OF THE SOVIET BLOC
IN THE INDIAN ECONOMY

CIA/RR EM 64-23

WARNING

This material contains information affecting
the National Defense of the United States
within the meaning of the esplonage laws,
Title 18, USC, Secs. 793 and 794, the trans-
mission or revelation of which in any manner
to an unauthorized person is prohibited by law.
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THE ROLE OF THE SOVIET BLOC IN THE INDIAN ECONOMY*

Summary and Conclusions

The over-all impact of the Bloc*¥* gid progrsm on the Indian economy
is difficult to assess. The Indian government was committed to a social-
ist form of development before Bloc aid began, and although the USSR
provided some advisory assistance to Indis in the formulation of its
Second Five Year Plan (1956-61),*%* there is no evidence that the USSR
has exerted any direct influence on Indisn planning or that Indian de-
pendence on Bloc aid and trade is or will be sufficient to provide any
political leverage. In the short run the continued development of the
Indian economy, of course, is dependent on Bloc aid as it is dependent
on gll foreign gid. At the seame time, inasmuch es Bloc aid is primarily
for industrial development in the public sector -- an areas to which the -
West is reluctant to provide assistance -- it does fill a vital need
in Indian plans, and its withdrawsl would require some major readjust-
ments and possibly even force s cutback in development in the public
sector. Furthermore, if Indie is able to esteblish significant markets
in the Bloc for increesed exports of manufactured goods that cannot be
easily sold in the West, Bloc-Indian trade ties could grow consider-
ably.

During Indis's Second and Third Five Year Plans (1956-66) the
Us $1 billion* in economic credits committed by the Bloc countries has
made & valusble contribution to the establishment of a government-
owned industrial sector in the country. While the Bloe's share of
total foreign aid is running sbout 10 percent, it is about 40 percent
of total aid for industrial development of the public sector. Indian
planners now are in the process of formulating the fourth and most
embitious Five Year 'Plan (1966-T1) -- which is expected to project
total aid requirements at least as high as those of the third plan
(some $6 billion to $7 billion). For this new plan the USSR has
announced recently that sizable credits will be extended soon, in-
cluding possibly $300 million for a steel mill at Bokaro.

Although the worldwide decline in new Soviet aid extensions to the
less developed countries in the past 2 years suggested some reluctance
to undertske additional large-scale aid commitments in the Free World,
it is likely that India will remain a prime target for the Soviet
foreign economic offensive. At the ssme time, a large new economic

* The estimates and conclusions in this memorandum represent the
best judgment of this Office as of 15 June 1964.

*%* The term Bloc as used in this memorandum refers to the Soviet Bloe.
¥¥%¥ Tndia's fiscal year runs from 1 April to 31 Merch, and the Plan years
coincilde.

t Dollar values are given in current US dollars throughout this memo-
randum.
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credit from Czechoslovakia and offers of credits from Hungary, Rumania,
and East Germany indicate that the Satellites also intend to maintain
their participation in Indian economic affairs. It is likely, however,
that total new Bloc aid commitments to India will not be substantislly
greater in value than during the plan period 1961-66 -- that is, about
$500 million from the USSR and $125 million from the European Satel-
lites. The Bloc's relative role among India's foreign contributors,
therefore, probably will remain at about 10 percent. As in the past,
aid is expected to be tied to public development projects, primarily

in the heavy industrial sector, although there may be some shift toward
aid for establishment of consumer goods industries in the public sector.

The role of the Bloc in the economic aid picture probably will re-
main fairly constant, but in the flelds of trade and military assist-
ance the Bloec is likely to expand its activities. As a part of India's
current military buildup, the USSR is expanding both the size and the
scope of its military assistance to India. Under agreements already
concluded or under active negotiation, the USSR will supply possibly
as much as $200 million to $300 million worth of such assistance to
India within the next several years.

India's drive to increase export esrnings has met with notable
success in the Bloc area. In the 2 years 1962 and 1963, exports to
Bloc countries increased by $80 million compared with a totel growth
in exports of little more than $200 million. Furthermore, if projected
Bloc trade targets are met, the totel trade turnover between India and
Bloc countries could double by the end of 1966 (in the first year of
the fourth plan). Growth at this rate means that the Bloc share of
total trade could increase from 10 to 20 percent if, as expected,

India has difficulty increasing its exports to countries of the Free
World.
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I. Current Status of the Bloc Aid Offensive

A. Economic Assistance

1. ZExtensions

Since early 1955, or just before the beginning of India's
Second Five Year economic development plan (April 1956 - March 1961),
the Bloc countries have sought to enhance their prestige in India
through the provision of large-scale financial, technical, and, more
recently, military assistance. Excluding the recently announced aid
for the Bokaro steel plant the Bloc has committed US $1 billion in
long-term economic development credits, about one-fifth of its total
foreign aid extensions to the less developed countries. The contri-
bution of Bloc aid projects tc India's productive capebilities in
selected industries is indicated in Table 1.*¥

Bloc foreign aid, extended mostly by the USSR, Czecho-
slovakia, and, more recently, Poland, is making a mejor contribution
to the establishment of a public sector industrisl complex in India.
Although Bloc aid donors have contributed only about 10 percent of
the total foreign aid resources availsble to India (see Table 2%%),
they have supplied almost 40 percent of the aid for India's planned
industrial development in the public sector.***¥ Free World aid com-
mitments, which in recent years have been running at over $1 billion
per year -- plus the US surplus commodity aid under Public Law 480 --
also are largely for developmsnt in the public sector but mainly for
infrastructure projects and nonproject imports. Domestic investment
revenue for development in the public sector is ascquired primarily
by government borrowings from the public, by deficit financing, and
from US Public Law 480 rupee funds. Although the Third Five Year
Plan projected large investment sums from dividends and profits of
existing enterprises in the public sector, the actual contribution
of these endeavors has been running at only about $5 million per year.
The Third Five Year Plan also projected that substantial investment
funds would accrue to the central government from sdditional taxation;
however, the defense effort hes sbsorbed these funds. Domestic invest-
ment for Bloe projects, therefore, probably comes almost entirely from
borrowings from the public and from deficit financing. The Public
Law 480 rupee funds accruing from the sale of US surplus agricultural
commodities to India and subsequently loaned or given to the Indian
govermment are specifically allocated to mutually agreed projects.

* P. 4, below.

*¥* P. 5, belowv.
**¥% Some $685 million in Bloc aid ($175 million carried over from the
Second Five Year Plan and $510 million for the Third Five Year Plan)
have been allocated to industrial projects (including power projects)
in the public sector. The Third Five Year Plan envisages total aid
needs for all public industrial projects at $1,806 million. 1/ (For
serially numbered source references, see the Appendix.)
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Table 1

India: Relative Importance
of Selected Soviet Bloc Economic Aid Projects to Development g/
as of the End of the Third Five Year Plan

Capacity as of

the End of the Soviet Bloc Project Additions
Third Five Year Plan b/ to Capacity as a Percent

Type of Project (1 April 1966) of Total Expected Capacity &/
Steel 9.2 million metric tons 26
Machine tools 63 million US $ 20
Petroleum refining d/ 10.5 million metric tons 26
Electric power g/ 12.7 million kilowatts 14

Heavy machine building --

steel and chemical 80  thousand metric tons 100
Coal mining machinery L5 thousand metric tons 100

PY
b. Estimate.

c. With the exception of steel capacity of 1 million metric tons at Bhilai, which was added in the
Second Five Year Plan (1956—61), Bloc additions to capacities were or will be added during the Third
Five Year Plan (1961-66).

d. By the end of 1966 it is expected that India will have refining capacity of 14.5 million metric
tons -- 6.75 million metric tons provided by the Bloc, all in the public sector.

e. One-fourth of total Bloc addition to capacity is being supplied unger trade agreements, not on

credit deliveries.
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Table 2

Indias: Foreign Economic Aid
1951 - May 1964

Million US $
Foreign Economic Aid
Credits
Donor Total and Loans Grants US Public Law Aid
Total 10,965 7,817 g;; 2,511
Free World 9,899 6,754 634 2,511
Consortium
countries a/ 9,787 6,700 b/ 576 2,511 ¢/
Of which:
Us 5,627 2,783 333 &/ 2,511
Other 112 Sk 58
Soviet Bloe 1,066 1,063 3
USSR 811 809 e/ 2
Czechoslovekia 180 179 ¥
Poland 62 62
Rumania L. 4=k
East Germany 2 2

g. Inecluding sid from all the countries end international organiza-
tions that since mid-1961 heve formed the "Aid Indis" consortium --
the IBRD, the IDA, the US, the UK, Canada; West Germany, Japan,
France, Italy, Austria, Belgium, and the Netherlands.

b. Including total pledges of aid, about $700 million of which had
not been allocated by sgreements as of 31 December 1963.

c. Total sales authorizations, the rupee proceeds of which have been
in part authorized for loans ($1,130 million) and grants ($814 million)
to India.

d. Excluding public law grants.

e. Excluding sid for the Bokaro steel mill.

With the exception of some $12 million extended by Czecho-
slovekia and East Germany for imports to the private sector, all the
Bloc aid has been committed for state-owned industrial, mineral, and
power projects. About half, or $475 million, is being used for con-
struction of eight heavy industrial plants, and the remainder is

- 5 -
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primarily for petroleum development ($180 million), power development
($145 million), and mining development ($50 million). Some $25 million
is to be utilized for construction of consumer industries =-- four phar-
maceutical plants and an ophthalmic gless plant -- in the public sector.
Only a small grant of $1.5 million is for agricultural development in
India.

The first significant Bloc aid to India was in the field
of heavy industry -- a credit of about $135 million was extended in
1955 for construction of a l-million-ton¥*-capacity steel mill at Bhilai
in Madhya Pradesh State. This plant, completed in 1961, has become a
world showpiece for the USSR. DNot only is it the largest Bloc project
yet completed in a less developed country but it is proving to be an
efficient and impressive facility. The expansion of the plant to &
2.5-million-ton capacity 1s now underway and is due to be completed
by the end of the current Third Five Year Plan in 1966. Furthermore,
the USSR has just announced that it will aid in constructing another
public steel plant at Bokaro in Bihar State, on which construction is
to begin next year. The amount of this aid is as yet unknown, but it
may be about $300 million. jf Other heavy industrisl projects are in
various stages of construction. Work on a complex of plants -- g heavy
machine building plant, a heavy machine teol plant, and a foundry --
is underway in Ranchi, Bihar State, by the USSR and Czechoslovakia.

A heavy electrical machinery plant in Uttar Pradesh and a cosl mining
machinery plant in West Bengal also are under construction with Soviet
ald, and Czechoslovekia 1s helping to bulld another heavy electrical
equipment plant and a high-pressure boiler plant in Andhra Pradesh
and Madras. All of these plants are expected to go into at least
limited production by the end of the current plan; however, full pro-
duction will not be achieved until sometime in the Fourth Five Year
Flan.

Until the recent entrance of a private US company in the
field, the USSR and Rumania were the only foreign participants in the
Indian government's efforts to establish a public petroleum refining
industry. Three government refineries with a total projected capacity
of 6.75 million tons are being buillt under Bloc financial and tech-
nicael aid. The first to be undertzken was a 750,000-ton-capacity
refinery at Gauhati, Assam. This refinery was constructed during
1959-61 under & Rumanian credit of $10 million. Although the re-
finery has encountered difficulties with mslfunctioning equipment
gince coming into production, it is now operating, and the Rumanians
are offering further credit to expand it to 1.25 million tons. E/

Two larger refineries =-=- both planned for eventual 3-million-ton
capaclity =- are now under construction with Soviet aid at Barauni
in Bihar State and at Koyalil in Gujarat State. The first million-
ton stage of the Barauni refinery, which like the Rumanian-built
Gauvheti refinery is to process oil from the Assam oilfields, is

*¥ Tonnages are given in metric tons throughout this memorandum.

& i
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nearly completed, and construction of the second million-ton stage is
due to be completed late this year. Work is Jjust beginning on the
Koyali refinery, which will process oil from newly discovered oilfields
in Gujarat State.

Petroleum explorstion haes been another important aspect of
the Bloe's aid program in India, and to this effort credits totaling
over $100 million, as well as a significent part of the commercial ex-
ports, have been supplied by the USSR and Rumania. The oil discoveries
at the Ankleshwar oilfield in Gujarat State are notable Bloc achievements
in this field; eventually more than 2.5 million tons of crude oil a
vear are expected to be produced at this field. j/

The development of electric power facilities to support
India's growing economy has been and will continue to be of major
importance in the country's planning. Countries of the Bloc, again
mainly the USSR, are meking an impressive contribution to this vital
sector. During the Third Five Year Plan period, Bloc project additions
will account for about one-fourth, or 1.7 million kilowatts (kw), of
all new additions to installed capacity. Most of this, about 1l.2-
million-kw capacity, is being installed on credit deliveriesg, and the
remainder is being supplied under trade sgreements,

Bloc alid for other mineral development has been relatively
gmall -- about $50 million in credits have been extended by Poland and
the USSR for development of government coal mines in the mining areas
of Bihar, West Bengel, and Madhya Pradesh States. The private sector
remains dominant in the coal mining industry, producing sbout 80 per-
cent of the 64 million tons of coal mined in the country in 1962/63. &/

2. Aid Utilization

Since the inception of the Bloc program, an estimated $385
million, or roughly one-third of the aid extended, has been drawn by
India. In the first 5 years of the program, the period of the Indian
Second Five Year Plan (1956-61), drawings were mainly for the Bhilai
plant. Utilizstion of the $135 million Soviet credit for this project
started in 1956 at a low level, inecreased in 1957, and peaked at about
$60 million in 1958, after which it tapered off in 1959-61. After the
beginning of the Third Five Year Plan, economic aid utilization again
increased (see Table 3%).

Notwithstanding the fact that Bloc aid is associated with
particular projects for which utilization rates are normally slower
and more fluctuating than for nonproject imports, utilization of
credits generally is being cerried out at a satisfactory pace. Over
10 percent of total aid utilized by India in the first 3 years of the
Third Five Year Plan was drawn on Bloc countries. 7/ There have been

* P. 8, below.
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Table 3

Indie: Estimated Utilizaticn
of Soviet Bloc Economic Aid a/

Million US $
Donor 1956 1957 1958 1959 1960 1961 1962 1963 Total
Total Soviet Bloe 5 35 66 4 25 43 50 112 384
USSR 3 30 63 45 20 Lo L7 100 349
Czechoslovakia 2 L 2 1 1 Negl. 2 8 19
Poland 1 2 4
Rumania 1 2 I 3 1 11
Bast Germany e 1 2

a. Because of rounding, components may not add to the totals shown.

delays and difficulties on some projects, but such instances probably
are no more freguent than might be expected in & program of this size.
In many cases, implementstion lags have been caused by India's insbility
to mobilize domestic resources and to absorb aid quickly enough. In the
recent difficulties at the Rumenisn-built Gshauti refinery the problem
was with the equipment, but in this case Rumania made every effort to
correct the situation at its ocwn expense, snd the plant is now in opera-
tion. §/ The successful implementation of the Bhilai steel plant con-
struction and of petroleum exploration operations more than outweighs
any adverse implications of these difficulties.

Estimates of probable future drawings indicate that a peak
of perhaps as much as $150 million may be reached in 1964 or 1965, after
which utilization probebly will level off at about $100 million to $130
million for several years. Using only credits already extended, India
could continue to use aid at that level through 1968.

3. Repayments

Repayments of most of the economic credits extended by the
Bloc to India are not scheduled to begin until after all deliveries
are made on & particular project. It is difficult, therefore, to pre-
dict accurately the magnitude of future repayment burdens. Indian
estimates, made early in 1963, put such payments (interest and principal)
at almost $28 million in fiscal year 1963/6k4, $35 million in 1964/65,
and $61 million in 1965/66. 9/ These obligations, together with mili-
tary repayments to the USSR, which could approximate the annual level
of economic repayments in the next few years if pending esgreements are
concluded, constitute a gignificant additional burden on India's balance
of* payments.

-8 -
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India's total world debt repayment obligations are esti-
mated in the central budget statement to have been $254 million ($129
million in principal and $125 million in interest) in 1963/6L4 and $302
million ($141 million in principal and $161 million in interest) in
1964/65. 10/ Payments in 1965/66 probably will reach $350 million --

a level that is expected to continue throughout the period of the Fourth
Five Year Plan. As India has no surplus foreign exchange reserves and

g chronic deficit on the trade account, these obligations further exag-
gerate the need for foreign aid. All of the Bloc payments are being
made in nonconvertible rupees -- that 1s, in Indian exports.

B. Militery Assistance*

Before mid-1962, Bloc military assistance to India was rela-
tively insignificant and confined to the supply by the USSR of a small
number of transport planes and helicopters. A total of 20 Mi-4 heli-
copters, 24 Il-14 transports, and 8 An-12 transports valued at some
$30 million were delivered to Indie in 1961 and 1962, elther on a
straight commercial basis or on short-term 5-year credits. However,
since that time, and especially since the Sino-Indien conflict in
October 1962 and the consequent Indian militery buildup, Soviet mili-
tary aid to Indis has lncreased considerably. The USSR has contracted
to supply not only larger quantities of An-12's and Mi-U's, but also
MIG-21l fighters and surface-to-air missile (SAM) complexes. The value
of these new contracts is estimated at $120 million.

Other agreements are in various steges of negotiation for aeddi-
tionsl SAM's and the construction of MIG-21l production facilities in
India. If these agreements are consummated, the value of Soviet mili-
tary ald yet to be delivered to India in the next few years could be
as high as $200 million to $300 million. Most of this smount would
be for the MIG plants. Available estimates put the total cost of these
facilities at $200 million to $250 million, much of which will have to
be supplied from thz USSR =-- probably on credit terms. ;&/ In any
event, the construction of these facilities would constitute a sub-
stantial burden on India's balance of payments. Estimates of the value
of Soviet military deliveries to India from 1961 to 1967 are as follows
(in million US $):

1961 1962 1963 1964 _ 1965 1966 1967 Total
Agreements signed 30 2 s La 148
Agreements under
negotiation 85 to 100 35 to 50 35 to 50 150 to 200
3AM's 50 50
MIG plants 35 t0 50 35 to 50 35 to 50 100 to 150*

#*# In this memorandum, military assistance is defined as all military
sales regardless of the terms of the sales.
*%¥ Estimate of the part to be delivered by the USER.
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Estimated repayments (interest and principal) on the existing
agreements for $148 million will reach a pesk of $25 million by 1965,
as follows (in million US $):

1960 1961 1962 1963 1964 1965 1966 1967 1968 1969

L 9 13 18 23 25 21 20 13 8

On the assumption of the successful conclusion of the pending agreements,
these payments mey be as high as $50 million by 1966.

II. Trade

Non-Communist countries, mainly the US, UK, Japan, and West Germany,
are India's most important sources of needed imports and markets for
traditional exports such as jute manufactures, cotton textiles, and
tea. The US slone, India's leading trading partner, accounted for over
one-fourth of India's total trade in 1963. Nevertheless, trade has be-
come an important facet of the Bloc's economic offensive in India. The
total value of Bloe trade has increased markedly since 1955. In that
year, such trade accounted for only 2 percent of total Indian commerce,
but by 1963 this trade had increased to almost 11 percent of the total
(see Tables 4 and 5*%). In addition, Bloc trade has been diversified over
this period. Commodities exchanged with Bloc countries in 1956 included
primarily Indian exports of hides snd skins, pepper, tobacco, wool, iron
ore, lac, cotton goods, and jute sacking and imports of iron and steel
products, newsprint, and small amounts of machinery. By 1963 these
same commodities were being traded in much larger amounts, along with
additional goods, including Indian exports of cashew kernels, coffee,
tea, ollseed cakes, mica, and jute fabrics and imports of petroleum
products.

These trade increases reflect an increase in total trade and not
a diversion of trade from Free World countries. There are two major
reasons for the expansion in Bloc trade. First, the aid program has
resulted in large and increasing credit imports of capital goods for
development projects and exports of goods in repsyment of credits.
In 1963 en estimated $110 million worth of machinery and equipment was
delivered to India from the Bloc on credit,** and an estimated $25 mil-
lion worth of goods was exported to Bloc countries in repayment of
utilized economic credits. Military deliveries are not included in
trade statistics, but it may be that some $20 million in repayments
for military goods also is part of the Indian export figure. Second,
in India's drive to increase exports, the Bloec countries so far have
proved to be ready markets. They not only can supply the capital
goods that India needs but are willing in return to import greater

* Table 5 follows on p. 1l2.
¥%¥ This amount may not be included in trade statistics.
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Teble 4
India: Trade with Major Free World and Soviet Bloec Partners
in 1963
Million US $ Percent
of Total
Exports Imports Total Indian Trade
Total 1,596 2,358 3,95k 100.0
Soviet Bloc 193 223 116 10.5
USSR 102 127 229 5.8
Czechoslovakia 29 34 63 1.6
Poland 19 18 37 0.9
East Germany 19 19 38 Leul
Hungary 13 12 25 0.6
Other 11 13 2L 0.6
Free World 1,403 2,1 - 3,538 89.5
Us 269 764 1,033 26.1
UK 361 366 T27 18.L
Japan 114 132 2}t 6.2
West Germany 38 191 229 5.8
Other 621 682 1,303 33.0

guantities of Indian primsry products and menufactured goods. Credit
sgreements as well as the biletersl trade agreements which govern
Indian - Communist Bloc trade provide for rupee payment -- that is,
payments are made in nontransferable rupees that mzy be used only
for purchases of goods and services in India.

Under these bilateral arrangements, India's trade with Bloc coun-
tries is planned to continue to increase in the future. New 5-year
egreements have been signed recently with the USSR, Czechoslovakia,
Hungery, Poland, and Bulgaria. These call for doubling of trade with
those countries by 1966, the first year of India's Fourth Five Year
Plan. (Quotas for 1967 and 1968 are to be set later.) Within the
framework of these new agreements and l-year agreements with East
Germeny and Rumanias, Indian-Bloc trade in 1964 is projected at
ebout $580 million compared with $416 million in 1963 and considerably
more than $800 million by 1966. With greatly enhanced repeyment bur-
dens and credit deliveries and given present marketing difficulties
in the West, Bloc trade could account for 20 percent of India's total
trade by the end of 1966.
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Table 5
India: Trade with the Soviet Bloc
1955-63
Million US $ Percent
of Total
Year Exports Imports E/ Total Indian Trade E/
1955 28 25 53 2
1956 kg T2 121 L
1957 66 88 154 4 t0 5
1958 Th 85 159 5 to 7
1959 110 T9 189 6 to 7
1960 108 Th 182 5 to 6
1961 113 134 peliied 7 to 8
1962 164 215 379 10
1963 193 223 L16 11

a. Before 1962, Indian trade statistics did not include imports on
long-term credit -~ therefore, for those years the figures do not
reflect total imports from the Soviet Eloc.

b. For the years 1957-61 the higher percentage is an estimate of the
maximum share if credit deliveries were included.

In order to make such increases possible, the Bloc countries have
agreed to diversify further their imports from Indis. All of the new
tilateral agreements provide for purchases of nontraditional as well
as traditional Indian export commodities -- specifically light engi-
neering equipment, chemicals, shoes, diesel engines, and textile
machinery. The Soviet-Indian trade agreement, under which the USSR
probably will replace Japan as India's third largest trade partner,
stipulates that 50 percent of India's exports are to be of manufactured
and processed items.

III. Prospects for Future Bloc Aid and Trade

Unlike Western aid donors, who pledge their aid on an annual basis,
Bloc countries traditionslly have made their major aid commitments to
India for the total 5-year period before the beginning of the plan.
This practice provides India with greater opportunities for advance
planning and provides the Bloc with opportunities to make a better
selection of aid projects and to obtain favorable publicity. This
practice is expected to continue, and probably within the next 6 months
or a year the USSR end the European Satellites will meke firm commit-
ments for the Indian Fourth Five Year Plan to begin in April 1966. Al-
ready Czechoslovekis has agreed to provide $84 million in new credits,
and there have been some definite offers of aid from Hungary, Rumania,
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and Poland and a general offler from East Germany. The USSR has agreed
to assiet India in the construction of the large steel complex planned
for Bokaro, Bihar State -- a project originally scheduled for US assist-
ance but abandoned in 1963. The plant is planned to have an ultimate
capacity of 4 million tons of steel, and the Soviet aid is to be for

the first 1.5-million-ton stage. Although the amount of the new aid
has not yet been announced it is likely to be on the order of sbout
$300 million. The USSR reportedly will soon snnounce a sizable new

aid program, including the Bokaro project. ;g/

The total megnitude of new Soviet economic and military aid to
India will be influenced not only by resource allocstion problems
within the USSR but also by its evolving conflict with Communist China.
Barring any major Soviet concessions to Chinese demands that the USSR
restrict its economic and military support to India, it is likely that
India will remain a major recipient of Soviet foreign economic assist-
ance.* At the same time, aid for the Fourth Five Year Plan probably
will not greatly exceed the level of commitments for the Third Five
Year Plan -- that is, about $500 million from the USSR and $125 mil-
lion from the Satellites. Domestic economic problems in the USSR as
well as the probable accrual of only marginal political benefits are
expected to militate against any significant increase in the Soviet
aid program in Indie.

As in the past, Bloc aid will continue to be tied to public sector
development projects, primarily in the field of heavy industry. In
addition to Bokaro the USSR is expected to provide for further ex-
pansion of the Bhilai steel plant to at least 3.5 million tons. ;}/
Soviet aid is also expected to provide for construction of a compressor
and pump plant (for which the technical report has already been pre-
pared by the USSR), a. heavy structurals plant, a plate snd vessels
works, and a bearings fectory; for expansion of the heavy engineering
plant at Ranchi; and for edditionsl capacity for machine tools. 14/

The Czechoslovak assistance program in India will be continued
in the Fourth Five Year Plan period under a new $84 million credit --
the largest single credit extended by Czechoslovekis to a less de-
veloped country. Specific allocation of this May 1964 credit has not
been made, but it was stated that it would be used for such projects
as power stations and tractor and machine tool faetories. ;j/ The
credit probebly also will be used in part for completion and expan-
sion of the foundry-forge plant in Ranchi and the heavy electrical
machinery plant in Hydersbasd. Undoubtedly new &id also will be forth-
coming from Hungary -- sn offer of a $25 million credit from that coun-
try wes made late in 1963 to cover aid to set up the first public sector

* The traditional Soviet interest in Indis gs the leading nonsligned
state has been sharpened by the USSR's struggle with China and its
conviction that India can serve as an effective counterweight to Chi-
nese designs in Asia.
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aluminum plant in Madhya Pradesh, a glass factory, an ore dressing
plant, and power stations. 16/ Rumania has offered to expand the
capacity of the Gahauti refinery, 11/ and East Germany is reported
to have offered to supply aid for chemical and cement factories,
powerplants, and transportation development. ;ﬁ/

While maintaining its interest in India's heavy industrial sector,
there are indications that the USSR in the next T years slso may branch
out into a new field ~-- establishment of consumer and other light indus-
tries in the public sector. This area is now almost entirely in the
private sector. All the textile, food-processing, leather and rubber
goods, and refractories industries are privately owned, as well as
most of the paper, wood, and cement industries. ;Q/ About a year ago,
there were reports that the USSR and Indis had under discussion pro-~
posals for Soviet collaboration in setting up industries to preduce
textiles, leather goods, and tobacco wholly in the public sector --
output of which would be earmarked exclusively for export to the
USSR, gg/ This proposal again was voiced in mid-1963 by Khrushchev
at the opening of the Indian National Exhibition in Moscow. He sug-
gested that several industrial projects should be established in
India through joint collaboration "to manufacture end supply goods
and products required by the Soviet economy." g&j

This type of aid undoubtedly would help, at least in the short rum,
to increase Indis's exports to the USSR (part of which would be in re-
payment of Soviet credits). Currently inflated prices for many of the
products of India's privately owned export industries -- which have
made them noncompetitive in Western markets ~-- have encoursged private
entrepreneurs, over whom the government has limited control, to sell
at home rather than sbroad. Furthermore, the inadequacy of foreign
exchange .reserves has resulted in the curtailment of import licenses
for these industries and a consequent slowdown in expansion.

The overriding influence on the future value of Indian - Soviet
Bloc trade, however, -will continue to be the size of the aid program.
Credit deliveries account for a substantisl majority of imports, and
credit repayments account for an increasing amount of exports. In
spite of the fact that in recent years there has been a trend for the
Bloc countries to deliver capital goods to Indis on short-term com-~
mercial credit rather than on a long-term credit basis, it is unlikely
that India will be able to expand its exports to the Bloc sufficiently
in the next several years to permit a substantial shift from credit to
cash purchases of development imports. Consequently, the development
of Bloc trade during India's Fourth Five Year Plan (1966-71) will con-
tinue to depend on the magnitude of the aid program.
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This section of Current Foreign Relations, | K~
prepared by the Bureau of Intelligence and éb
Research, is for background purposes only. A/

It is not necessarily an official statement | =
of Department policy. '

PLANS TO BUILD MIG AIRCRAFT IN INDIA

An appraisal of Indian and Soviet intentions to produce Soviet
MIG aircraft in India indicates that the two countries have agreed in
principle to manufacture the aircraft and are actively engaged in the
early stages of implementing the program. While full implementation
will be difficult and protracted, it appears unlikely that either the
Soviets or the Indians will let the agreement fall through except under
extreme circumstances,

Defense Ministry Secretary Khera, in his talks with Defense
and State Department officials on 30 June, stated firmly that the Indians
intended to proceed with their plans to manufacture MIG 21 aircraft, and
that the June 1964 visit of Mikoyan to New Delhi confirmed these plans.
With the exception of one press story, otherwise unsupported, there has
been no indication since December 1963 that the MICG deal would be
abandoned,

There are numerous credible clandestine reports concerning
intensive negotiations between Moscow and New Delhi on the construction
of the MIG factory; sites have been chosen and publicly announced;
technical delegations have been exchanged; and the Indian government has
committed itself before the Lok Sabha to go on with the deal, In sum,
there is no evidence to indicate that the Indians might be willing to
abandon the MIG construction project, and much to indicate that they
are proceeding with it,

Implementation of the agreement is still in its early stages,
and there are many obstacles to be overcome before it is fulfilled.
Negotiations on the characteristics of the aircraft itself and on the
support needed for the manufacturing program will probably be protrac-
ted and difficult, The major decisions are likely to be made in August,
when Defense Minister Chavan and a technical mission visit Moscow to
discuss the MIG program,

The Indians also have not apparently considered the MIG pro-
gram to be a substitute for production of their own supersonic HF-24,
Mark II. This latter aircraft is far from an operational status, and
it is still questionable whether it can be brought up to the Indian
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requirements, The prospect of success with the HF-24 would almost cer-
tainly have some effect on Indian attitudes toward MIG production, but
it is doubtful that it would cause abandonment of the program.

Any Indian change of mind on the MIG deal would have serious
political repercussions. Domestically, the vocal left wing groups have
made much of the MIGs as a symbol of continued good Indian-USSR rela-
tions; internationally the Indians have recently been carefully culti-
vating the Soviets; and cancellation of the MIG agreement would reflect
adversely upon the Indian non-alignment posture, particularly in view
of the extensive Western involvement in other sectors of the Indian
defense establishment,

The one factor that would be most likely to deflect the
Indians from proceeding with the MIG program is the shortcomings of the
aircraft itself, By the time the finished aircraft comes off the pro-
duction line, the MIG-21 will be obsolete, and the Indian Air Force
is already dissatisfied with the six MIG-21's it received in February
1963, 1In particular, they insist upon improved range and all-weather
capabilities if the MIG-21 1s to become a major part of the Indian Air
Force inventory.

Indian officlals have told us that they have negotiated with
the Soviets for an all-weather MIG, and recent press reports claim that
the Soviets have agreed to the Indian request, Should the Soviets re-
fuse to supply India with an all-weather aircraft, there would be a good
possibility that the 'Indians would not go through with the deal.

The MIG-21 is produced in five configurations. Of these, four
are day fighters and only one, the MIG-21D, is an all-weather aircraft,
All five types can be fitted with alr-to-air missiles,

The six aircraft the Indians have received were day fighter
models, and this type has been delivered to other Bloc countries and to
a number of non-Bloc air forces (e.g., Iraq, Indonesia, UAR, Finland).
It is also in the Cuban inventory, The all-weather MIG-21D has so far
been supplied to no countries outside the Bloc or to Cuba,

However, the Soviets regard India as a prime target for their
attentions. If there is any non-Communist country for which they might
be willing to make an exception, it is probably India. Also, the
Soviets would not be supplying MIG-21D's to India at this time, but
providing construction facilities in which the Indians would produce
them domestically, The most optimistic estimates for production from
the Indian factories is 1968, and the Soviets may expect that by this
time the MIG-21D will have been made available to Cuba (if required)
and to other non-Bloc countries. On this basis, we believe that the
Soviets may be amenable to setting up the Indian factories to produce

T 4 O



Seediecon B E T 23

some type of all-weather aircraft that is more advanced than the MIG-21
day fighter. The only likely candidate is the MIG-21D; reference to the
probably non-existent '"MIG-23" in the Indian press may be incorrect
nomenclature for the MIG-21D.

--Current Foreign Relations, Issue No. 28, 7/15/64
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SOVIET MIG-21 FACTORIES IN INDIA:
PROGRESS AND PROSPECTS

The USSR and India appear to have concluded preliminary negotia-
tions for active Soviet participation in the Indian production program
for supersonic fighters. On 25 April 1965 an Indian delegation left
for Moscow to sign detailed agreements for the development of a MIG-21
complex. This installation -- to be built in India with the maximum
possible use of Indian material -- will consist of three plants: an air-
frame factory at Nasik, an engine factory at Koraput, and an electronics
factory at Hyderabad. The Indians plan to begin assembling MIG's by
1970, using parts manufactured in these plants -- a time schedule that
appears to be overly optimistic.

Negotiations for the MIG factories have been drawn out. Discus-
sions began in the spring of 1962 and a formal agreement was reached
in September 1964. Nevertheless, implementation of the agreement
has been delayed, possibly because of uncertainties following the
ouster of Khrushchev.and because of Indian dissatisfaction with the
Soviet estimated cost of the MIG complex. .

Final agreement as to the type of aircraft to be produced may not
yet have been reached. The Indian Air Force, dissatisfied with the
limited capabilities of the 12 MIG's that they had previously purchased
from the USSR, urged that the all-weather version of the MIG-21 --
the Fishbed D -- be manufactured in India. Y. B. Chavan, the Indian
Minister of Defense, indicated on his return from Moscow in September
1964 that an agreement had been reached with Soviet officials for the
manufacture of this type of aircraft. Soviet delegates visiting India
in February 1965 are reported to have stated, however, that the USSR
was considering only the less sophisticated model. There is no evidence
that the USSR has begun to deliver any tools or machinery for the MIG
plants.

1, Background

Before the visit of the Indian Defense Minister to Moscow in September
1964, estimated costs for the construction and installation of the MIG-21
plants were reported to be as high as $315 million, including Soviet aid
of about $125 million. 1/ During Chavan's visit a general military aid
agreement valued at $147 million was initialed, of which about $86 mil-
lion was for the MIG plants. India still was not completely satisfied with
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the cost estimate of the MIG complex. According to this preliminary
agreement the total cost of construction and installation would be
between $156 million and $168 million. The airframe factory at
Nasik was scheduled to cost $37. 8 million and the engine factory at
Koraput, $73.5 million. Estimates of the cost of the electronics
plant at Hyderabad run from $45 million to $57 million. E_/ The
Soviet credit for the MIG complex will be repayable over a 7-year
period, probably beginning whenthe first delivery is made. The
annual interest charge is to be 2 percent.

A Soviet credit for 38 MIG-21 aircraft ordered during Chavan's
visit amounts to about $31 million and is in addition to the credit for
machinery and tools to be installed at the plants. Aircraft ammuni-
tion and spare parts in the amount of about $20 million also are
scheduled for delivery as military aid during the period 1965-68. 3/

There has been recent criticism of the slow pace of the whole
Soviet MIG program. Early this year, however, in reply to a sugges-
tion that the USSR appeared to be procrastinating on its assistance
for the MIG project, Mr. A. M. Thomas, Indian Minister of Defense
Production, announced that $6. 2 million had already been authorized
for the first stage of the Koraput plant. Although the USSR is not
known to have made any deliveries under this authorization, India
has presented the USSR with a shopping list of tools, machinery, jigs,
and aircraft components -- all of which are needed to produce the
MIG's. 4/ In addition, preliminary construction work (design and
site preparation) has begun on the Nasik and Koraput plants.

P4 Schedule of Construction

An Indian delegation that left for Moscow on 25 April 1965 probably
will sign detailed agreements for the development of the MIG complex. 5/
In earlier plans the construction and installation had been divided into
four stages; these have now been consolidated into three. During the
first stage the plants will be under construction. The import of 38
MIG-21 aircraft in a partly ‘assembled state for final assembly by

Soviet technicians at Nasik as a demonstration of assembly techniques
to Indian trainees is also apparently part of the first stage. | ]
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During the second stage (scheduled to run from 1966 to the latter
part of 1969) the Nasik airframe and the Koraput engine factories are
to begin assembling MIG aircraft from imported components. A
monthly assembly of six MIG's is planned. During this stage, Indian
technicians under Soviet guidance are to assume primary responsibility
for the assembly. During this stage the Hyderabad factory will not only
assemble but also begin the manufacture of some electronics equipment
for the aircraft.

During the third and final stage, India plans to begin production
of MIG's by manufacturing all the basic components from raw materials. 7/
Indian factories probably will not be able to produce all of the MIG parts B
by 1970, and it is estimated that production will depend indefinitely on
imports of some MIG components.
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Subjecf: Soviet Pollcy Towards 1nd1a and Tts Implications;
—SMITH, WM. Y.

Soviet willingness to provide India with large-scale economic and
military aid, manifested most recently in the offer to finance the
Bokaro steel mill, raises new questions about the nature and scope of
future Indo=-Soviet relations and their implications for the West.

In examining these problems we have reached the following
Conclusions:

1. The Soviet Union regards India as the key nation in Asia in
terms of the Eas;t-l-.’es‘b confrontation as well as the 8ino-Soviet dispute.
2. In pursuance of these interests the USSR has mounted a new

campaign intended to preserve India's nonalignment +to penetrate key
sectors of Indian public life, and to bring India's demestic and inter-
national policies wmore in line with those of the Soviet Union.

3. India is vulnerable to such a campaign: least in the internal
political sphere; more in the economic development area; mest in terms
of its possible dependency on the USSR for military assistance.
Particularly important in the last instance 1s Soviet willingness to
supply glamorous surface-to~air missiles and supersonic fighters (includ~
ing production facilities for the latter). This could give the USER's

dominant and potentially damgerous position in what the Indians regard

as a major line of defense against Communist China.
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L+ There is no reason to doubt Soviet capabilities to carry
through a massive aid program to India or to give India important and
appealing support on international issues, such as Kashmir. The total
impact in India is likely to be blunted, however, by EEEEE.EEEE’ the
country's deep attachment to nonalignment and the continuing strength
and independence of the Congress Party and the civil and military
bu:eaucraqy which supports it.

Se. The availability of alternative sources of aid from the West
will be equally important. Given a continuation of these various,
factors, the Soviet Union will have great difficulty in establishing
dominant influence in India or in winning major leverage through

monopolizing one particular sector of the aid program.
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I. SOVIET POLICY

Evolution

Since the early 1950's the Soviet Union has given special
attention to India in the political as well as economic field and has
regarded it consistently as the key nation in Asia whose friend.hip
the USSR should win and hold. The Communist Chinese attack on India
in October 1962 presented the Soviets with a dilemma.

In the first several months after the attack, the USSR was not
prepared to take sides. While it continued to supply large scale
economic aid to India, no significant military assistance was offered.
Moscow!s emphasis was on arranging a mutually acceptiable negotiated
solution of the Sino-Indian border quarrel.

This posture did not last loag, however. Peiping's continued
truculance toward New Delhi was clearly a major factor in the spiraling
Sino-Soviet quarrel. Inter alia, Communist China was undermining a
basic element of Soviet Ioreign policy -- the view that nonalignment by
the Afro-Asian states was an important element of peaceful coexistence.
At the same time, Indian receptivity to Western military aid raised the
possibility that New Delhi might be moving into the Western camp.

In the spring of 1963, Moscow apparently decided that India's non-
alignment and Soviet~Indian friendship must be preserved at all cost and
offered substantial military aid of its own. This was followed by
further Soviet overtures of major impert. e.g. preparations for the
establishment of production facilities for supersonic aircraft in India,
an offer to finance the Bokaroc steel mill (a project which India had
first offered to the U3), and reiterated Soviet support for India on the
sensitive Kashmir issue.

Motives

4 policy of largess toward India at the present time recommends
itself to Moscow for a variety of reasons. It promises to secure and
hold the support of India in Moscow's continuing quarrel with Peiping.
It provides an opportunity to contrast lioscow's prompt and udisinterestedh
aid policies with those of the West, (reluctance to support Bokaro because
it is in the public sector, avcidance of commitment on Kashmir because of
ties with Pakistan). Moscow clso wishes to retain India's support as an
important nonaligned power and the principal Asian counterweight to
China.

In Moscow's eyes, the time may also be ripe within India for
stimulating forces favorable to Soviet interests. The problems of
transition of political leadership could present an opportunity to
encourage a Popular Front uniting noncommunist leftist factions with the
pro=Soviet element of the Indian Communist Party. The public sector of
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the Indian economy, challenged in recent years by a more vigorous and
more rapidly expanding private sector, is in need of large impact projects
such as the Bokaro steel mill if the pragmatic trend away from socialist
doctrine within India is to be checked. The Soviets would want to halt
or reverse such a trend. They fear that India would tgo capitalistn
should the private sectur gain predominance and that thereby a basic
Soviet ideological tenet would be undermined.

There is no reason to believe that the Soviet aid performance will
be limited by current economic stringency. Evaluation of political gains
rather than economic compulsion has governed Soviet aid policy. Thus,
despite the fact that much of the economic and military assistance sent
abroad in recent years could well have been utilized at home, the decision
was reached to commit resources abroad. At the present time the Soviet
capability for delivering components for the Bokaro steel mill appears
at least as great as that for Bhilai earlier, and inventories of the more
modern weapons systems which the Indians desire are not in such short
supply as to preclude their delivery.*

An accelerated Soviet offensive in India fits in with broader aspects
of Soviet policy in Africa and Asia. Now that it has openly joined battle
with the Chinese twild men," the Soviet Unicn can appear to offer a
moderate Umiddle way® to the leaders of the underdeveloped countries.

The improvement in relations with the S gives Soviet policy less of a
cold war character. All of this helps set the stage for a new round of
major Soviel credits, wnhnich in the past year have gone not only to India
but to Yemen, the UAR, Algeria, Somalia, and Kenya as well.

Under the circumstances, there seems 1o be every reason to believe
that the years ahead will see an intensified Soviet effort to expand its
influence in India across the whole political, economic, and military
spectrum. Mposcow may hope not merely to preserve Indian nonalignmen
but to achieve a shift of Indian foreign policy closer to Soviet objectives
and pernaps an evolution leftward of Indian domestic politics.

A summary of Soviet aid capabilities and activities in regard to
ndia is contained in the Appendix.
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IT. TIMPACT IN TNDIA

India is in many ways vulnerable to the further spread of Soviet
influence. The USSR does not have to force or cajole its way into the
country. It already has a substantial presence there, ts ideological
claims of socialism and peaceful coexistence have considerable appeal
for many elements of the Indian leadership. TIts financial and technical
aid is badly needed. Its military hardware can do much to meet deeply-
felt security needs. All of this makes for an attitude of sympathy
which can be very dangerous in view of the still fragile structure of
Indian democracy, the uncertainty inherent in the transition from
Nehru's leadership, and theconstant pressurc of economic problems.

In the political “ield there are sizeable and vocal noncommunist
elements within the Congress Party and elsewhere that urge an extreme
leftist course as the answer *o India's multifarious problems. The
Communist Party is large and has important strength in several states.
Its Moscow-oriented faction is working to create the image of a party
that is attuned to Indian political life and no longer a foreign element.
The development of a Popular Front along classic Communist lines is by
no .icans out of the question.

India's economic structure is also vulnerable. Should the ISSR
become the principal patron of heavy industry, it could eventually
dictate the future pattern of development., Coupled with greatly expand-
ed Soviet-Indian trade ties, this could give the USSR virtuzl control
of the Indian economy. A similar potential danger exists in the military
field where the desirability of standardization could provide the US3R
with the opportunity to expand an initially small presence to create
Indian dependence for a wide range of military requirements.

In each of these fields, Soviet opportunities will be limited both
by certain factors indigenous to the Indian scene and by the alternates
available to India from the West. A Popular Front might come into being
and such a movement would cause considerable commotion and project an
image larger than its size., [However, Congress would probably still be
the only party with a nationcl organization; it would still have the
all-important support of the civilian and military bureaucracy; judging
by present indications, its leadership, even after Nehru, would be at
least equal in skill and national appeal to anything the left could
produce,

Continued heavy Soviet economic and technical aid will strengthen
the public sector, improve the general Soviet image, and, from time to
time, as in the case of Bokaro, make possible major psychological
coups. Yet, the expansion of socialism will still be resisted by the
tenacious private enterprise establishment. Assuming the continued
availability of large scale Western developmental aid, Soviet oppor-
tunities for monopoly will be few; and the p-oblem of converting credits

for steel mills into votes for Communists will remain a difficult one.
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The main threat from the USSR in the years ahead will almost
certainly lie in the military field. India is convinced it needs large
increments of modern arms. They are likely to be available promptly
and relatively cheaply from the USSR. India wants production facilities
of its own. The USSR seems willing to supply them. Literally, cne
thing could lead to another in this area where standardization is so
important and reliance on spareparts from the original supplier is great.
The ground forces, with their massive inventory of Western equipment and
their greater political sensitivity, are probably least vulnerable to
Soviet blandishments. The Navy is relatively unimportant.

The air force presents the most difficult problem. Because of
Pakistani sensibilities and a reluctance to see the Indians become
involved in an expensive program of marginal utility, the United States
has hesitated to provide India with high-performance aircraft. The
Soviets, after initial wavering, have entered the air defense field in
a large way, with offers of both surface-to-air missiles and supersonic
interceptors. These are among the most glamorous elements of all the
armed forces and the Soviets could well become by far the most important
supplier to India in this field -- not only of the end-items, but also
of producvion facilities. Training, both in the USSR and in India,
would necessarily be involved. The Soviets would thus acquire a clearly
dominant position as the patron of the Indian air defense system =--
which the Indians regarc as one of the most important lines of defense
against the Chinese threat.

The Soviet position within the Indian air force would of course not
be unique. The USSR enjoys a2 similar position in the air forces of a
number of other countries suc. as Indonesia, the UAR, Afghanistan. 1In
all of these instances, however, the Soviets have not been able to
translate their technical monopoly into effective political influence,
and it is probable that the Indians would be even more sophisticated in
avoiding Soviet penetration and exploitation. In any event, it is the
Indian army and not the air force that has significant political
potential.at present.

ITI. OQUTLOOK

There seems to be little prospect for eliminating Sovietv influence
in India. To exclude it in a given field probably is possible by offer-
ing the Indians a package that meets all their regquirements in that
particular area. The chances are, however, the Indians would balance
such "excessive® involvement witn the US by encouraging Soviet activity
in some other, equally-important field. In the years ashead, India is
almost bound to have relationships with both the US and the USSR, and
in the absence of a sharply defined cause for quarrel, these are likely
to be generally extensive and friendly.
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Indiat's still-deep Western orientation will incline it in many ways
toward the West. Its attachment to nonalignment precludes total
exclusion of either the West or the USSR. 1In terms of the Sino-Soviet
dispute there may be certain advantages to be gained from a reasonable
amount of Indo-Soviet cooperation. Furthermor~, an India that was the
target of active Soviet hostility might te more of a problem and burden
to the US than one that is on friendly terms with the USSR. In any
event, India's sensitivity about its independence and its suspicion of
great power influence generally will make it reluctant to take advice
from or to trust either side beyond rather narrowly limited margins.

In sum, New Delhi does not promise to be much more tractable in the future
than it has been in the past.

Nevertheless, the US will have to be constantly on its guard against
possible Soviet efforts to "sweep the field® in India (such as may
currently be attempted). Even apart from this, there are certain
elements of Soviet involvement that are undesirable in themselves:.e.g.
complete Indian dependence on the USSR in a key military field, too
great a share of India's exports becoming mortgaged to the Soviet Union,
or, under Soviet enticement, too many domestic resources committed to
defense expenditures. Although most Indian leaders are sophisticated
encugh to be alert to such risks, and to appreciate the importance of
continuing Western aid, they will probably need to be reminded from time
to time of the dangers of overly great involvement with the Soviet Union.
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APPENDIX

Soviet economic aid to India, now exceeding $l billion in commit-
ments, far overshadows Soviet aid extended to any other country in the ]
free world. Since undertaking in 1955 to underwrite the Bhilai steel '
plant, Moscow has periodically extended additional large credits:

(in millians of dollars) ;

1955 1204 ;
1956 20 )
1957 125 i
1959 420 :
1961 125 .

Total 8113 i

# Including small amounts of grant aid; otherwise
all in credits.

Nearly half of this total has been drawn. These figures do not include
the recently announced Soviet credit for the Bukaro steel mill, which
may total $200-3300 million or more, nor do they include $255 million
provided by Eastern European countries. In addition to economic
assistance, the Soviet Union bepinning in 1960 has provided an increas-
ing flow of military assistance, now totalling $lL8 million with more in
prospect. A significant portion ($60 million, including surface-to-air
missile equipment to defend the northern frontier) was extended after
apparent Soviet vacillation following the Sino-Indian border fighting in
October 1962, ' :

The following training relationships have been established in the
technical assistance field:

.

Soviet bloc technicians at work in India during
July-December 1963 960 (735 from the USSR)

£

Indian technical trainees in the Soviet bloc
as of December 1963 580 (LOO in the USSR)

Coviet military technicians at work in India
during 1963 Lo

Indian military personnel having received
training in the USSR since 1955 L25

Indians studying in Soviet bloc universities
as of December 1963 275 (180 in the USSR)

S86Ra8/N0 FOREIGN DISSEM

PRESEAVATION COPY



1. Asbassador Bowles predicts that the effecta of the 3ino-
Soviet split and the nucleer detente will cause the USSR to de- |
velop a fresh politicel and economic spproach which takes into
seoount the dwindling ideclogicel sppeal of the Communist dogue
in the developing nations while exploiting the political by-
products created by the limited military detente with the West.

2. Be expects the USSR to foster united-froat movements

imeyican nations. He essumes the USSR will ultimately selve ite
sgricultural dilemma, shift t0 a more consuner-based econargy, end
leunch a major effort to switeh & smajor frsction of the trade of se-
lected develdPing nations awey from the Vest.

3. With specific regard to India, Mr. Bowles predicts that

ficers and the body politie-~-destruction of the dewoerstic center '
be less likely to beckfire tham it did in Germany and Italy
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5. Bowles sees the situstion in India as wide open for
Soviet menipulation, with even meny demdcvatically commitied
Indiens now psychologically prepared to view the USSR as =
greet and good friend. In this favarable political esetiing,
significent results may be expected from a skillfful Soviet ef-
fort to undercut Indla's relationship with the U3 and its
Western sssociates, backed by Soviet rupees, gkillfully directed
left-wing publications, and a stripped-down, Soviet-controlled
Conpamnis® perty organization cooperating clesely with erticulate
leftiste.

6. In one senose the situstion we are likely to fece in
India will be gignificantly more demending than the ore in Chins
in the 1930's and 1940's, when we failed to deal effectively with
a series of apecific politicelemilitary-economsic situstions.

Somoonts

T. ¥We wvould agree that The next few years may witness &
nore extensive Soviet yolitical and economic offensive in Indie.
The USSR's willingness to seaist in the construction of the
Boksro steel complex testifies to the Soviet leaders' intention
to play an even grester role in Indis's etonomic development and
to their sbility to allocate resources to a high-priority forelgn
project ot e time wbhen they ere feced with so meny other competing
demends. We also sgree that the Soviets eopect the relauablon in
Bagt~West tepslons will increese the number of exploitable un-
steble situstions abrosd.

8. We rgree with the axbessedor that Soviet policy i directed
towaxd e substential incresse in Soviel influence in India. Indeed
Moscow's great imterest in Indis contributed o the spiit with China.
The Soviet lemders are deeply commitied, both by their course over
the peet decade end by thelr firwm stand in the confliet with the
Chinese Comsuniste, o maintein this policy of supporting non-Come
mnist nstionelist lesders in Asia and Africes.

m‘awmmmm,“nmmmarew
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10. ¥While 1t is possible that the Soviets will endorse ef-
forts by the Indian Commmists to extend thelr support and in-
fluence by forming tactical allisnces with the Krishns Menon
group end other non-Communist Indian leftists, we do not believe
Moscow would sanction tectice aimed at “the destruetion of the
democratic center by a Popular Front, left-wing offensive.” The
ambassador's projection, in our view, considerably exsggerates
the capabilities and influence of the Indian Comsnmmist party.

11. In summary, we believe the Sino-Soviet spplit has in-
creased Moscow's interest in developing close relations with e
stable Indian Govermment as a counter-wveight to Chinese influence
and ambitions in Asia. Any Soviet or local Commnist actions
tending to weaken MNew Delhi's sbility to withstand Chinese pres-
sures would play directly into Peiping's hands.

12, The possibility of & change in Soviet/Commnist tectics
cannot be excluded, of course, if Nehru's death or incepacitation
is followed by a pericd of political instebility and erosion of
Few Delhl's euthority. Domestic chaos and strife slways provide
fertile ground for Communist manipulstion and exploitation. But
even in a situation of politicel breaidown, we believe Soviet
policy, es far as ve can see ahead, will contimue to be guided by
the overriding goel of blociking en expansion of Chinese power and
prestige in Asia and in the internstional Communist movement.
This goal, in our view, will take precedence over Moscow's inter-
est in promoting the purposes of the Indian Coumnmists.

13. In regard to economic aid, Moscow seems %o consider
India along with cther key areas a good field for investment, even
under the tignter aid criteria it spperently adopted in 1962. The
recent crediv extension for the first stage of Bokexro iz expected
to be followed later this year by offers of new aid for the long-
term economic plan begimning in early 1966.

1k, The Soviet aid program in general shows signs of innova-
tion and flexibility, of accommodating to worldd political and eco-
nomic developments. Since ite size has been and ig expected ¢o
remain moderate in terms of Soviet resources, it is not likely to
be severely limited byl the "lagging" economy. Returns fyrom the
program have been far less than Moscow apparently envissged in the
mid-1950's, and itz zoals heve probsbly been modified in the light
of hard experience.

15. BSoviet performance st the recent UN Conference on Trade
an? Ald mokes it quite clear that the USSR is happy to have the
West bear the burden of trade with the underdeveloped couniries
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