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PREFACE



PREFACE

* In recent years the United States foreign poliey
has acquired a significant interest among scholars,
writers and foreign policy experts, Such is the nature
of America's involvement 1n>woﬁid affairs, more parti-
cularly after the World War II, that the magnitude of
interest evinced is inevitable. The diplomatic, atrgtegic,
and geo-political considerations have remained supreme in
several appraisal of U,S., foreign policy. The vital
economic interest of the United States in the realm of
its foreign policy has, however, gained scant attention,
Although many works have come up in this area, yet it
needs a renewed emphasis from time to time,

The present dissertation is a modest exercise in
this vein, The U.S. economi¢ foreign policy is an ever
challenging subject for scholars to probe, The present
scholar wishes to investigate merely some of the aspects
that have come to stay in this sphere. Hence the proposéd
dissertation is an attempt to emphasize those economie
aspacts of U.8. foreign policy towards India, which have,
otherwise, been obliterated from the view, The thesis,
however, does not account for all economic issues that
transpired between India and the United States during the
period 1964-1976,



(41)

This work has besn divided into five chapters.
The first chapter focusses primarily on the mochanics
and sxscution of American foreign poliecy. How these
fagtors are intertwined with each other have also been
snalysed, The relevance of economic nunances and thelr
overall bearing in the making of foreign policy have,
briefly, been discussed,

The second chapter is devoted to the analysis
of Amarican economic interest in South Asia after the
Second World War, The U.8. stakes in Indis as a lewly
indepsndent country have besn dealt with,

| The thind chapter relates to the U,S. economic
foreign policy towards India during the period, 1964~
1976. It brings out the processes of American aid, trade
and investments in this country,

The fourth shapter deals with India's demands
for the U.5, sconomic ald and investment as well as its
priorities as allocated in its plans structure, The
ghapter also analyses the official as well as non-
officlal attitudes of the government of India and its
paoples,

The last chaptdr is the conclusion of the thesis.
It broadly reflects the sun totsl of major points
analysed in the praceding chapters. Howaver it is m
a detailed sunuasy of the dissertation,
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In this work, I have mainly relied on the
ofticial documents pertaining to the United States eand
some of the documents conserning the United Nations,
The articles Lrom leading journals as well as impordant
newspapers have been of immenss help in developing the
thesis. '

I wish to record my appreciations and deep sense
of gratitude to my supervisor, Professor R.P. Kaushik
for providing me valusble advice snd endouragement and
for his remarkable forbearance., If inspite of this I
have zauea to come up 10 his expeetations, it is 2.51'@:2}'
due %o ny owh &meﬂ‘enﬁoﬂh

In my work, a numbey of people have extended
substential help. I am grateful to Suranjana,
Neelanjana, K.M,Manikfan and P.Shekhay for their valusble
advice and suggestions, I also thank the various menmbers
. of the staff of the librarfes of Jawaharlal Nehru Univer-
sity, Indian Council of World Affairs and ather libraries
in Delhd, '

Above all, I must thank my parents for encouraging
ne and having boyne with me patiently during my work at
Jawaharial Nehru University.
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mm JANA RAY



CHAPTER » I
ECONOMIC FACTORS IN U.S8. FOREIGN POLICY



Chapter - 2

The foreign policy of a country in the present day
world is subjectsd to & great dsal of challenges and pre-
ssures. In a democratic country, considerable efforts are
made €O assess and evaluate the public opinion, with s view
to harness it for its national needs, Although thers exists
a digtance in measuring the strength of public opinion bet-
ween the people and the Government, more partisularly in the
context of foreign policy, it does, nevertheless, make its
impact in one form of the othegs. The process thus eontinues
with its course of actions and decisicns, oade by the state
whils dealing with other nstions. The primacy of its national
objectives semaing uppermest in its considerastion.

The United states of America has been no exception to
this mle. It has followed in the past and contimes to
follow its interest as determined by its political, geo-
political and strategic considerations in different regions
of the world, Equally important has baen the pursuit of its
economic intiuat with other countries in this regerd. Aan
attempt 1s made in this chaptar to reflect briefly on the
machanics that work in executing foreign policy aspects in
the United states.



There .am important decision making bodies that are
involved in shaping and modifying foreign policy )mmsu‘
The Executive branch is one important body that plays a central
role in policy formulation. The political system of the
United States has placed.major responsibility on the Presi-~
dant :égur,diﬁg the conduct of zozé,ign ralations. "The Pre~
sident ’ia the heart of the whole policy making process and
thas holds the most powerful political office in the worla®.l
He, thexefors, bears ultimaste responsibility for all the
decisions. He outlines the general policy that is to be
followed on important issues and guegtions. sometimes he
makes personal wuuﬁ on matters that require his immedi-
ate attention. However, thers axlm an elaborate stagf
infrastructure to assist him in his work.

The innermost circle in this infrastructurs consists of
the staff in the white House itself along with the Prestdent
and his closest aut#imn.z It has on its rolés the admini.
-~ atrative and personal assistants, aides and secretaries. The
special assistent to the President, who deals entirely o
foreign affairs is mo an important office bearer. The

1. Charles O. xt‘mh. JEes ¥O

! {Englewcod Cliffs,
1988), p. as.




senate, in the U.3, Congress, exercises its influence in
determining the course of foreign policy, its implementation
and thos exerts pressure on the executive branch f£rom time
to time.

The principal military sdvissr to the President is
the Chairmen of the Joint Chiefs of Staff, of the three Armed
services. The Chairman is responsible for basic strategie
recormendations. He provides the official channel through
which the views of the Armed Services reach the President.
The countarpart to the Joint Chiefs of staff ig the Office
of Defense Mobilisation, wmder § Director who hmads the Govern~
ment organisation for defense. The Director is the principal
adviger to the Pﬂtmiz on matters of domastic mobilization,
manpower and egonomic controls. He is alsc ooncemed with the
overseas aid programmes, wobilization at hm.' stockpiling
economic stabilizstion and such othex related mattesrs _.‘

The pervasive nature of foreign affairs in American
1ife today is Lllustrated by the fact that the Council of
Reonomic Advisers is also included in the Office of Presidemt.
This Comcil established in 1946, does not have a direct
connection with foreign policy but is quite important in so
far it carries economic strength as a major international
weapon of the United States.’ Its task 4s to make recormen-

3. wrm Tles Ne 1. Pe 37.



dations to the President, on measures to be taken to main-
tain the maxismum : productivity and ﬁraapauty of the American
economy. Its reconmendations must mateh with the office of
Dafense Mobilisation.

An important part of the Exméiva office of the Pre~
aident is the National Security Council, which ig wnique in
its composition and funetiitms. It was created by the congre~
ssicnal legislation in 1947, and "is the highsast body for
evolving American Security policy”.? The National sesurity
Council consists of the President as Chairman, the Vice-
President, the Secretary of State, the Secretary of Defense,
the Director of Office of Defense Mobilization and ether
officials invited by the President., The Council performs two
important functions. In the first place it mikes recommenw
dations to the President on all matters pa:hiining to the
security of United States, which recuire Prasidentiel deci-
sion. Secondly, it brings together at the highest level,
the most important offigials concemed with foreign poliey
and provides a setting for free and frank dtscussion among
t:hem. thus making Naticnal &mriﬁy a body of great 1@«-
m«.

4. sydncy We mrﬂ. 'Pouuy m National Security®,
, an_¥ g (Washington),




The subordinate body to the Naticnal Security Comell
is the Centyal Intelligence Agency (CIA) established by the
National Security Agt of 1947. The CIA sesln ﬁo co-oxdinate
all the information gathered by the other agencies upon which
the policy decisions of the United States are based. It
3150 sexves as & central agency for the distribution of
intellegance data, as a correlator of intellicence emansting
from other soutces, and as & ﬂyﬂthnimi of "intelligence
estimates”. It performs a number of intelligence activities
of ity own, and itg a‘au&hﬁ opo:nts.m are one of the most
seurity ¢loaked wtiv&ti« of the gmmmt.s

The Bureau of the Budget L{s another sxecutive sSaff .
agency to merit mention. It plays a key role in all bude
getasy matters and has authroity to review all requests for
legislation made by the various departments, Since three-
fourth of the expenditures of the Covernment is now repre-
sented with foreign affairs, the role of the Bureau in passing
on, approving ot Aisapproving, raiging or lowering sppropria~
tions, has a great igmpact on the substance of policy. The
Directos of the Burean is one of the mejor fiscal advisers
to the President, |

The Department of stata heafed by the Secretary of




state congtitutes the major single scurce of foreign poliey
dscisions in the entire governmental structure. 7The press~
ures of internationsl problems have inereased and the Dopt:tn
ment can no longer ratain an exclusive control over foreign
poliey matters. The inter-dspartmental congultations and
cootdinations are neceasary. However, it is generally the
Department of State that serves as the principsl eonduct

of cooperative acLions. The Secretary of State is the most
important decision maker and a major adviser to the President
on foreign policy mattexrs. The Secretary's relationship £o
 the President 1§ an slastic one. The lav of 1789 that created
the office 414 not give any detalled responsibilities to the
seczetary but directed him to asgist the Pregident. The

wost important xole in policy making carzied on by him is
that of coordination. The Secretary of State is cme of the
many senior officials close to the President in mattars
‘relating to exscution of foreign policyl He has been autho-
rized by the Department of State to give policy guidelines to
such opersting bodies se the foréion Opexations Administration
and the United States Information Agency. The heads of these
agencies seek guidance from the Secretary. As the seniorx
member of all coordinating bodies, the Sexxetary is in a
better position to axert influence in determining the deci-
sions. What all thig means is that the major job of the Secre~
tary is to deal with policy - both in terms of adwising the
President and gometimes !cmzatinq MtsiMa himself -

' gather thap with the adminigtration.



The significant changes in the American foreign policy
making since 1945 can be attributed to the dnclusion of mili-
tary point of viev.® The Dspartment of Defense and the
thf‘!! sexrvice departments under its direction shays directly
in the foreign policy process st all levels. The Sscretary
of Defense has a specisl foreign policy assistance in the
form of an Assistant Se¢retary or other high ranking officilals.
He is charged with direct responsibility for making the depart-
ments contribution to all intex-agency or joint dectsions.
Since so many operational decigions are taken on & multi- |
dapartmental basia via the National Seeurity Council or lower
level joint bodieg, gxeat care is taken tO hawve the military
point of view represented in almogt every sort of decigion
making bady,’ ‘

among the "big thres" Cabinet Departments, the Treasysy
constitutes the third important dspartment in the foreion
policy area. Since foreign affairs congtitute a great bulk
of the snnual budget of the United States, this Department
serves as & limiting factor particularly in military and

6. Bnr&'m. M. sapiu ana Mcba:d Ce. myd«:, W

7 Samuel P. Huntington, Ihe YA State
(Cambridge, Masss Belinap pm. of Haxm_, VoL~
sity, 19872, P 63.



foreign aid programmes - which has a great effsct on controe
1ling and Girecting American policy, Intasnatéensl Henedesy
Pund. The Treasury Department has operational respmsibhli.
ties., A major share of American policy dsals with financial
and monetary matiters, hence the Department mékes basic 4Seci-
sions in this regard, The Office of International Finarnce
ﬁndcr the Treasyry Department is concerned with the general
problem, Its major coencern is thersfors to comprehend with
the Americen membership in the International Bank for
Regonstruction and Development; Tariff administration, direct
international loans and other aspects of economic foreign
policy. These are thus the different arems in which the
Treasury Department plays & very signifigant :ﬁleﬁa

The other Cabinet Departments alsc have their share in
policy making. All the administrative heafls participate in
Cabinet mestings, and thus have access to the President when
international lssues are discussed. In addition, all of them
enter the fisld of foreign policy to some extent in perform-
ing their statutory duties, The significant among this group
are the Doptm:zt of Agriculture and Commerce, as they sre
responsible for the whole mattsr of foreign trads. Agricul-
ture plays an important rols in such fields as the intema-
tional movement of food products and the produrement of
agricultural experts for American technical aseistance pro-
grammes. The rest of the Cabinet departments - Labor, Post

2 um‘ JE., W io p. 46,




Office, Justice, Interior and Health, Rducation wWelfare also
have & direct role as Agriculture and Commerce but a limited
Oneg . )

There are many functions of policy making shich axe
shared with the U.3. Congtess. The competition and frequent
conflict betwesn legislature and executive are as noxmal as
is coopsration. It is the “general function of the legisle-
tion that the whole Congress comes aquarely to grips with
foreign policy®. ® mhere ax@ only few areas of foreign policy
in which the President can move freely without the necessity
of m"lcqukum.‘ usually some isplementing law must be
passed before policies can effectively be carcied out. This
means that most of the major programmes sust be submitted to
congress in the form of bills. The Congtess may sxercise
its amending or negating suthority, and it is gare for an
executive guggestion to pass through the Congressional mill
without being reshaped in some way.

The potential .'Lupmt of Congress on any project can de
Judged from the fact that the executive tands to gemsult with
Congressional leaders in advance 30 as to taller its requests
to what Congress will sccept. To the extent thet policy
Seclarations coms to be formalised into specific prograxmes

9. !‘rlnnis 0. wiloom, e 14 _Execytive
Poligy (mam: Hazpc: & Row, 1971, Pe 24



of action - Congress has great power to alter the exscutive
Aesigns. fuch a possibility requires that the President and
his advisers always fake Congressionsl opinion into account.
Because of the operation of checks and balances in the Ameri-.
can gystem, the mng.uaé is prone to exerciae some form ef
negative control on sxecutive decisiong, either by refusing
to agcept them or by changing their substance, direction or
timhig.: This faczt zepresents the nature and extent of Cong~
ressional powar over foreign policy.i®

The mechanics involved in execution of foreign poli-
cies has more or less ramained the gume over the yesrs but
the trend of foreign policy itself has presented a shequersd
history. The position of United States in the world affairs
has undergone & revolutionary trangformation. For almost 20
years, following the end of the Second World war, the inter-
national scene has besn gharactarized by the atistence of the
two super powers « the United States and the Soviet Union.
The yelated developments of thias psxiod, though subordinate
were the relative decline of the two traditional West Eurcpean
allies, Britain and Prance, and the revoluticnary transfor-
mation of the vast colonial aress of the world into indepen-
dent states. The first factor brought the withdrawl of the
British and Prench from their overseas commitments, and pre-
sented the United States with the hard choice of assuming

iy

10.  Robert Dahl, Congress

and Foreign ] 7 (tew Yorks
Hamrtg Arace & mho 1950 e P ¥




rasponsibilities, in many of those arsss or risking the possi-
ble consequences of Communist dominstion of the aress. The
two £old basis of foreign policy - isolatien from Butope,

and expansion in the New tbrli!, obviougly d41d not account for
all the activitier on the international seene until 1500,
There vere, of course, occasienal depertures from these
principles, but they 4o represent the essential aime.

.The broad principles of United States has been guided
by ocbjective of nstionsl intersst. Yor ths achisvement of
national intersst, the gtate has to undertake decisions and
action so that the goal set forth is resched. The objective
of national interest is resched through a variety of forms.
These forms of actica broadly fall into foux traditional
categories of stayte action. The four instruments for execue
tion of foreign policy are s political action through the
mechanisms of diplomatic representation; sconomic action
which takes the form of trade, atd and investwent) psyoholo-
gical action which takes the form of mass persuasion, and
coarsive military action through armed force,1} |

Seoncmic power has been a major weapon in the hands of
U.5. Governnent., The sconomie action undertaken by the United

e, pe 243,



States Government can be manifested in its Economic Foreign
Policy, which wields a considexable influence cu its intsr.
‘national econcmic relations. The sconomie foreign policy of
the United States includes the éawmie componentys of its
national intexest. It also involves sconomic tectmiques ﬁmt
the United States employs towards its afvancements. Its
sconomic interest can be viewed in terms of its sconewic fox-
eign policy and ity impact on the secisty. The economic
foreign policy involves a large share of the expenditures of
the Govesnment snd it costs a grest deal of money. The
expenditurey for foreign policy fall into thres budget cate-
gories national security, mutual seeurity, and international
sffaizs and finanee. The American eitizens have £o bear the
econofile costs in terms of expmditures wvhich is generally
yaised through tamation, or in terms of key resources for
which the private individuals have to conpete with the Govern-
ment. The economic interest of the American Pereign Policy
is fully subserwed if it provides stonomic stimilos to the
nation. |

The instruments which the United States Government
employs to maximiwe its econcamie interest takes the form of
foreign aild, trade and investment. Poreign aid is an iwmport
ant instrument of Economic Fézaiqn Policy which the United
States Government usges to achieve certain political advan-
tages. The ecmomie ozvmiis.nxy aid has played a major role,



in the formulation of 0.3, foreign policy. It has been an
instrumsnt of foreign policy for the last three decales to
manipulate world events. During and immediately after the
Second World War, as has been argued, the United States
through judicious use of aid, prepared the groundwork for a
postewar economic advantage at the expense of Burcpe. The
programme of aid, despite ity humanitarian overtones, sought
to lay the basis for the integration of much of the world's
icmm on American terms and foxr the conagtruction of a
system of socisties open to political manipulation and to the
pressures of free sntarprise. The sconomic justification for
aid was camaflouged into humanitariam and strategic sspects.

The Second World War and thereafter emerged an imuense
sales opportunity to the United States. It sought further
markets and mors of its influence abroad. The developments
in the £ {ald of alectronics gave the U.5. infustrial complex
the nevessary dyhamism to acquire new markets. The liasion
betwsen this industrial complex and the Pentagon soon made
the United States look not enly for mazkets sad influence
ut also for domination over other societies. The aid exten-
ded to countries was one way of achieving this obiegtive. The
United States started its forsign aid programne when war-torn
Europe was limping back to peace after the Second World war.
Unlike its allies the United States was mors prospercus at the
end of the war than when it began the process. During the war
its industzial production had quadrupled. The war boosted



its sconomy. The United states was in & pogition to help war
torn Burope, which needsd food and ¢lothing apart from mone~
tary assistance to Rfconatyuct its shattared econowy.

The zauti;n ‘aid has n&Xalways b«m pursued with the
objective of economic advancement of the zeceipient country
or with humanitertan considerations. The United States has
been undertaking and programmes for bigger and more material
benafits for itself even at tha cost of others. “Averican
administration has tried to tall the American pecple and
Congtess that aid is in the best intexests of the United
States”.}? It was the commercial aspect of aid which had
made the 'asa-mwvinq countries sore. The U.5. administra-
tors had openly simitted that foreign asd boosted trade.
some of them had testified before ths U.S. Congressional
Comnittees that if ald were reduced, it would adversely
effect American sxptrts, employment, Iuxt the prospsrity and
welfars of the United states. David Sell, U.S. AXID Admini-
strator, who gave stability and purpose to the aid programmes,
stayed longer than snyons else as Administrator, said in
pittasburgh on OCotobear 23, 1983, that "U.S. foreign assis-
tance programme had a major effect in finanoing V.5, exports
of goods and services and a relatively swall and declining
effect on the U.S5, bilance of payments \doﬂcttn". He added:

12, TQV’ Ktmhi Kr“mm! %WW
Amezics (New Delhi: India Book Company), p. 31i.




Meig aid today in a ovexe
whelming degree Takes the form
of U.3. goods and services ~-
not V.8, dollarg - gaing out
to help the underdeveloped
counries. And in the process,
acoording to & private plan~ .
ning group's estimates, Aweri.
¢an uuictmgn to the develop-
ing countries is regponsidl
for at least several humdred
thousand American jode.13

Five years later, William S. Gewd, the Chief of U.s.
AID under President Johnson, affirmed that “Ninety thres per-
cent of AID funds are apent directly in the United states to
pay for, U.s. equipment, U.5. raw materisls, U.3. sxpert
services and U.S. food given to developing countries as aid”.
Ha gaid that “the biggest single misconception sbout totuqn
aid is that we spend money abrosa*.l®

Apart from the control of the economics of the third
world, another objective of U.5. aid was to cultivate the
friendship of the daveloping countries go that their support
to the United States in international disputes st interna-
ticnal forums wes asspuged. The programme guidance manual of
USs AID statep :

Aid as an instrument of foreign
poliey u best adapted to pro-
mofing ectnomic dcnlamt. ,
Development is not an end to
itself, but it is a critical
element in U.8, poliey, for in
most countries some progress s
eassontial to maintenance and the
growth of free, non-Communist
socisties.

13a mm; Cctober 24, 1963,
14. William S. Gaud, "Foreign Atd; What :lt :ls: m it works

vhy we provide it" Depaj . 1 |
y ? LIX. No. TEET (B = B. 1988) *




The American policy piazmna were not content merely
with the Mh of non-Communist societies and thelrx aystems.
but wanted them to act according to their wishes. Add vas
more often used as a lever to twist the srms of wations. Most
Of the U.S. aid had been given under bilateral agwownts end
not through intemmational agencies. Even when aid was |
channelled through intexnational agencies, the United States
had been able to exsrcise some amount of ¢ontrol and ueed it
as & political wekpon, often foreing ald rmuy.tng sountries
to pursue policies favoursble to it.

The United States a'f America had msinly four types of
ald programmass (1 rdlitary aid, (2) technical assistance,
{3) grants and commodity import programmes, and (4) develope-
ment loans., The £ irat one wes probably the oldest, for
military aid was a traditional technique for buttressing
allisnces. Military aid was given to thoge naticns who could
be used to conbat communism and were willing to accept the
United states as the lesder of the anti~Communist world.
*military aid was made into & political curremcy, s talisman
of U.8, fritiship.*}® since World war IZ, the United States
had spent more resources on military aid than on their other
foreign sconomic programmes - and the sbjective had been the
tzaditional one of safequarding their own security by streng-

18. mutm A. Brown and Redvers Opic, W
Assistance (Washington, D.C.+ Brookings. ) Pe 18,



thening the military capabilities of allies. Tachnical assis-
tance was the least gostly of all types of aid progresmes
provided by the U.3. Xt was mseant to Alsseninate knowledoe
ma stilia rather than goods or funds, Personnel with specisl
siills were sent to gountries to advise on & veriety of proe-
Jocts. Americen programmes iike “"Point Four® and organist-
tions such ss Pesce Corps had been sssocisted with projects
such as malaris control, agricultural mechanizstien, public
administration, development of If{gheriss, tRaching programmes,
land reclamation, rosd censtruction and development of medicsl
and sanitary facilities,}®

ntil the lats 1950's, the preferred method of trange
ferying capital and goods by U.S, wes to donate outright
grants or gifts, for which no economic repayment was expected.
Amerigan funds in this form was dispensed in the Buropeasn
Recovexy Programns, snd the mutusl sscurity Programe The
grants and gifts were given by the United states whenever an
ally vomtzy faced an swmergeacy liwe militery threat, famine
or £lvody. Under Public law 480, aleo known &s the “Food for
Pwace” programme, ths Unjted states annually distributed
abroad several millice tons of surplus food for which the
recwipients paid low prices in their own curxencies, rathar
m in &uum The payments were ususlly kept in special
funds that were lent bick to the receiving eomtry for sconomic
MIWt projects.

18, mm%: n.li, pe 361,



The !mtgn ai4 which mited States granted in the form
of loans had not bewm, strictly speaking, #1d at all. These
loans represented a short term transfer of funds, but since
receipients paid back principal and interest, the transfer
was only temporary. Only to the extent that bilatersl and
ml!:uatn:al loans were made to zeceipients wit:h poor credit
ratingu, or at mr.tmt rates lower than theu prevailing in
a-ntemsttonal ﬂnmuial mkm. could bc considexed uas The
loans immlm nmm "ut:inw", ‘that for a variety of
reagons tbc tmlpimt- pxdzn‘ud w avoid, as it caused
constderable disillusionment. The bilateral loans were
often tied and mipwhn were required to use loan funds to
buy products from the donox. Often those were at costs shove
maxket yatag, or the goods were of inferfor quality. Despite
these negative features of loans, the U.5. had used it to
wisld political influence over receipients.l?

. The overall megﬂa implications of foreign aid could
be understood by stwdying the aspects of military aid and
defense support extended by the U.8. to its allfes. It has
been pointed out that intemational obligations constitute a
net drain on the available goods and services. But a close
look st the foreign aid figures makes it evident that primary
strase occurred at the point of mix;iti:g expenditures rather
~than its #exum;txdumo programmes. At partigular pressure

1?0 Joan M. MQM, : A NSNS ‘ FOERL A
(Mmm Maeradl. e32, P 83



points in the economy, there could be some cause for comp-
laint that foretgn sssistance might actually work a hardship
on Amari.gans( This contention was offset, however by the
considerable, if m.wmn. extent to which foreign assis-
mcn programmes have stimilated other more nogmal trade
antivities and thus brought about a net economic gain to the

An economic issue of immediste pertinance to the total
of mﬁmn £ouign policyws the question of status of inter-
naticnal trade. America‘s strategic economic position had
made it possible for the United States to use internstional
trade as & weapon agsinet the Soviet Union. Denying exports
to hostile nations, or extending trafe and suchange concess~
ions to friendly ones, and the smployment of promises or
threats to 4o either,whils bargaining proved useful to the
American nagctia!:eu.m The Government of U.S. irposed regu~
lations on the trading country in the form of tariffs and
quotas, to bring about a desired political rzesult in the
country with which it is trading. what the use of trade
control as a tool of poliey had meant, however, had been a
systematic denial of the pledges of "normal® trade relations
made by the United states. Freely epuatinq'uultuauranm
in internationsl economic relations had been s casualty of
the cold war, | | |

13.:‘ | iﬂmhlo n;i. P; “51-' T H- ‘ﬁbq



Trade instruments st the disposal of V.5. were nor~
mally ueed for three purposss: * (i) to athieve any foreim
policy objsctive by sploiting need and depandence mnd offer~
ing economic rewards, or threstening or imposing sconomic
punishuents, (1) to incrsase its cepabilities or deprive its
enemy of its capabilities, (111) to create esonomic satellites
{that is, guarsnteed markets of sources of supply) or help
maintain political influence in satallites or “spheres of

influmce®, by ersating a relationanip of economic m&mﬂ-w

All of these matters entered into United states trads polioy
end atfected thw broader pattern of American policy.

another significant aspect of the opsration of U8,
Poreign Sconomic Policy was private foreign investments. The
U.8, undertook foreign investment programmes mainly through
its multinational corporstions which adght indulge in inde-
ginous fnvestment or joint collaboration with the receipient
countey. Private foreign investment was done broadly in
thres areas: (1) that required sophisticated tectnology, (i1)
import substitution (11i) export-oriented industries.?®
There was equity participation with certain fixed percentage
when the multinationsl corporations went in for joint golla-
boration which was & viable asttractive proposition.

* - . N , .
19. Holst l, n. 11, p. 245,
20, Pale 331?;’ ALd Yo Soliaboration ey 1 Q6.8
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The fact that the astivitieg of the multinationals
tended to have a decisive influence in tha domestic as well
an foreign affairs of countries they opsrated is no longex
Aisputed, More often than not, thas battle between these
transnational economic units and nation states tended to
become bitter indeed, The reason being that both the parties
knew that they nesded to cooperate to reap sufficient benefits
but the varying objectives of the two resulted in never end-
ing tussle. wWhile the companies were primagily obsessed with
business prospects, the nation states iiked to use the ser-
vices of the companies in terms of finance, winagerial capa-
bilities and technicsl knowhow for its own developmental
purpcees. The mthod of opezutim end its effectiveness
varied according to the country concemed and theﬁ: ability
'to withstand the onslaught of the corporate activities. The
preposterous role of multinationsls in Latin Amer ican
countries and in sore regions of Africa had been subjects of
wide discussion. The foreign economic policy of the United
States could thus m@scfuny mﬁhnlm with the active
cooperat ion of its foreign private investment.

Fodern nations are politicslly and tschnologically
interdependent, so they 40 rely upon sach othey for resources
and conmodities that Qna'bie them to sustain viable econemies.
Because sconomic regources are often scaxes but necessary to
fulfill national wvalues and cbjectives, possession 01 mwh

economic resources c:an be uold tot fm:oi.gn policy m:pous.
|
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The United States of America had also used its sconomic
instruments to achieve its pelitical objectives. The eco-
nomie action undertaken by America could by manifested in
its Economic Foreign Policy which had a paramount effect on
its foreign policy execution, |

L L 1



CHAPTER ~ I
.8, BGONOMIC POREXGN POLICY IN INDIA



Chapter -~ IX

There were two major sapects concerning the U.S8. Ego-
nomic Policy towards Asis and more particularly in regard to
South Asis. First, that a sissble quantum of U,.8. aid and
economic efforts had been needed in Asia as it constituted a
vital region to the U.S. interest. The second, that Asia
had deesn considered important for American interest as it had
played a vital role in the recovery of Europsan econonies
which had had a direct impact on the American economy.

The postward years wers dorminated by ¢ircumstances and
power relationghips identified with World War II., The period
betwaen 1548 and 1950 marked the sxpansion and intensification
of the cold wvar. The developments that took place in the
international sphere brought about the U3, economic and
military agd as instruments of this policy., This in tumm
determined the form and content of the later Motual Seourity
Progran in Asia.

, From the days of the Marshall plan, the United States
constantly sxpanded the scops of its commitoemts from Western
surops tO other partz of the world, and South Asia in parti-
- sular. The motivating factor in this direction was the
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containmmt of Commnist ideology. 7o Lmmunize the South
Agian region against Commmist infection, there was missive
flow of American aid. Thas the onslaught of the old war made
it imperative for America to contain the threat from Russia.
In 1951, George C. m-, Asgistant Ssorstacy of State gaids

Zouth Asia fs the most stable area
that axists today in Asis which
includes comtries oriented to the
Vest, that are awsre of the intarnsl
problems of communism and are
determined to defend !zhiuulwt

against aggression,..
In this ares, aze 450 million
pto M. ﬂ-ﬁ&h. approximately
people of the world, sad
Mﬁ a zd of the people in the
free dOrid....
If we should sver lose these
pecple £o communism, that would
give cormuniam the majority M the
puople in the free world....1
The postwar'foreign economic policy had a wore positive
and "internationalist® tons. The gise of American economic
strength in the world gave rise to a feeling of American
responsibility to safeguard it with a yiew to promote the
international economy,’ which would ultimately meet the inter-
asts of the United States. The American policy planners

restored to a three-fold meanss financial, diplomstic and

1. aind &mgﬂss; st Session, The Mitual Securi
ﬁsﬁm, {Hearings before the Committee on Fored
“gu. House of auprcmtat&m, July 24, 1951),
Pe .



organigational.. The laxge scale military and economic aid,
military “offshore procurement®, technical assistance, stock-
piling of strategic matérials, "counterpart funds®, and other
devices were added to the mechanics of foreign ecomomic policy
oF assigned a more prominent place in it. All these devices
helped America to have an indirect reccurse to the countries
of South Asia which served the interxests of the United States.
The Pxesidént of &atian&l Foreign Trade Council, Mr. W.S.
Suingle remarked 3 | |
The eniightened self-interest of the
American people requires that eur
foreign policy be directed,
consciously and deliberately, toward
the promotion 0f our national
security and well-being and preser-
vation of our freedom. It requires
that our forelgn economic policy be
dedicated to the maintanln¢¢ and
fholding of America's economic and
litary strength.... It should be
made clear however that the primary
purpose of such assistance is the
ptomotieg of the mutual seeuxity of
the U.S. ,
The United States needed aksured production and availe-
bility of strategic xaw matériaza, military weapons and
other products ﬁhidh'werﬁ essential to its sgecurity and free-
dom. Provision had to be made for the inténsified development

of the existing sources and for the discovery and development

2. 83rd cnn ess, 1st Session, U.S.

arings before the sub~cC elgn
conomic Poliey of the Committee on Eoreign Aﬁtairl,
House of Representatives, March 12, 18, April i, 21,
30 and May 12, 1953), p. 78.

Forei Eccnomiﬁ




of new sources, Therefora, the American private capital
£lowed into the South Asian vegion to provide the expanded
output of raw materials and manufactured products in which
the military security end econemie wvell«defng of the nited
States depended. Kemnsth H. Campbell, Agsistant Secretary
of the Foreign Coamerce Department, in & Statement said:

stogkpiles of gtrate and exitieal
mate:hh should be g«-xopﬁ to the
axtent emaisgtent with the nesds for
defense and nmﬁu eivilian
production... :

1 should al-o be provided that
cumtﬂn feteiving economic or niittuy
aid afford this country oppertunity to
securs at raasonable terms such
materials as are not availadle heze or
mwh are in actual or p&mtm short
mﬁ :  The need for rwation of

tﬁy domestic infustry, however

ahould be yecognised in whlaﬂw

authorisations and in ttm wh&ttm

of stockpile materialy.?

This form of U.S, foreign investment gave rise to
crins of undue interference by the countzies of South Asias.
Asfisn governments ageused the United States of practising
"nacwcolonialign” and damanded utd/&nwmu without
dbzinos attached,

-

3. Statement of Kenneth H, mmx. what the National
Chanmber stands feor in World Affsal Daclaxrations of
International Commercisl and Political Policy, Chamber
of cgw;cc of the U.S., wuhingtuu D.C. 1953).;
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The political ifnvolvement of Weatsarn Europe in Bouth
Asia was also instrumentel in attracting the attention of
U.8. policy makers while it was involved with Buropean Rec~
overy Program (BRP) Muring 1946«50 pariod. The basic poliey
behind ERP was so clearly articulated and so highly regarded
at the program's inception as to invite application to cther
areas. The ERP, no less than later Asian ald programmes,
was motivated by a multiplicity of overlapping and sometimes
confiicting ehjgeaiﬁs's political, sconomie, humanitarian,
and strategic, But dominant among these objectives was
restoration of Europs's social and pelitical strength through
the use of ectnomic meansg. In the course of the amwal BRP
Congreasicnal Hearnings from 1948 to 1950, the Administration
repestedly expressed its view that the sams policy was not
necessazily Spplicable to the South Asfan Sountries, It was
stated that conditions there were quite different, in partie
eular that a ground for using econcmic means co' bulld stronger
political rommitments 4id not exist. But the Congressional
pressurs mbunted for applying the pelicy of Economic Coopera-
tion Ast (ECA) €0 Asis. This pressure was partly due %o
domegtic politics and to special Cingressional advocacy of
more U.S. assistance to Nationalist China, But Congressional
pressute for aid to Southegn Asia wis also due to the faot
that BCA's cbhiectives snd pramiges, as expressed in the ECA
Act, seemmd €0 be guite general in their implications.
Bipartisan Congreassiomal initistive was in lazge part res-



ponsible for urging Md obtaining their application in South~
erm Aqia‘.‘ Another factor uoneuwtm to the influence of
the south Asian trade with Western Europe's SRP was that in
directing the attention of Washington.

Higtorically Southern Asis had been one of the impor-
tant regional trading partners for Western Burope. In 1948,
&t the start of ERP, merchandise exports from southern Asia
to Western turm ageounted to § 18 bhillion or about 9 pere-
cent of Western Europe's total iwuzu.5 Europe's prea sd
postwar sources of yubber, tin, tes and copra were in South-
#rn Asia, With the progress of Suropean recovery, Buxope's
demand for these and other commoditiss wers beund to rise.
If the recovery of Europs's industey was to be hampered by
rising import eosts, incressed cutput and sxports were needed
from Southern Asis,

The south Asian region was also traditionally an
important market for Eurcpesn manufactures. In 1548, Southern
Asia‘'s imports from Western Burope was § 2.2 billion and about
12 pexcent of the Western Burope's total exports. Increased
real income in Southern Asis was therafore likely to contri-~
bute to European rvacovery by raising the demsnd for XZurcpean

L

NS ) DD» 245, 2175.
m}m_mgg (smau antugs. 19!0). pp. 9‘?-101.
Byl oF.. wid Far Ragt (Bangkok),
Nw. 1 56, pp. 77«7. Tota orts for Weatern Europe
are from International r.{nmial Statistics (Interna-
tional Monetary Fund, Washington), April 1957, pp.32-25.

5.
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exports. The inportance of Southern Asis wak & theme that
recurred in Congressicnal Heerings on ERP, and wes ene of the
more frequently used arguments by which the Asian minded
merbers Of Congress sought and were able to direst the Admi~
nistration attention to the needs of Scuth Asis,

The mmmﬂmd econcmic order formed at Brictton
woods after the Second World Waxr was largely to the advantage
of the United stskes, mainly decauss of the dominant position
Of Ameriga in the world ecenomy. The U.S. was successful in
moulding the international monstary and trade policy eonduaive
to {ts nitioml interest than any countries with less econo-
mie powar. The surplus money genersted by the war eecnomy
was mainly to be utilized for importing Faw materials. The
official pelicy laid down by the U.5. Prasident in his eco-
nomic raport was of the following nature

Ouy interests requixze that we
concentzate cn donestic produckive
sfforts in those fields vhers we

c3n g'xoduc- more uﬂuamg. and
not draw upon ouxr exhaustible
maources unfaly. We need lactge
imports to strengthen aand ¢onsexvation
policy £o inersdse the stockpile of
oritical matarial. ,

«seBven with the maximum fessible
lsvel of imports, substantial foreign
investments will be nesdad to maintain
a level of sxports mﬁﬁu&mﬂg nigh
to avoid & painful usteent in
cortain areas of domestic, agricultural
and industrial protuction.? .

6, Invia.

7. President’s Econemic Report, Dgpartment of 3
£in (washington D.C.), 16 January 1949, p. 7




It would be interesting to view the U.S. policy
towards Asia in the light of the above policy.

The forces of nationalisn as gensrated in the newly
indspendant countries was not umnoticed by the U.S¥ Covern~
~memt. The fear as it existed then was that the present
state of tugbulent condition in the Gevelcping countries
could be exploited by the Comeumist States to thelr advantage.
Tt was realised that the "position of the U.5. as the lead.
ing exporting and creditor naticm oﬁ the world®, weuld be of
some help to stubilise their eondition. Besides “Ameri¢an
can commerce end industey will, of course, continue to have
an active interest in Asia as & source of supply and as &
market®., In this cosnestion, "American Governmental loan
would f£all far short of the magnitude of Asia‘'s capital
Wmmu. Only private capital could be of some use”.®
But for that the country .desirous of Americsn capitsl must
elpress ehau dssire "by creation of conditions whioh give |
prodpeats of mabh trsatment and return for foreign
capita1”.? It has been the opinfon of other sxperts that
 Ameriean ecomomy had become 3o dependent on foreign xaw
paterisls of host ceumtries, that the U.S. foraign policy is
Sesigned to ensure that host countries continue to be receptive
to foreign investment.®

-

8. W. Walton Butterworth, *Asia Today" ., W__gg
State Bulletin, 12 October 1948, Pp. e

9, mid.
10, D.I. Blake and R.S. Waltexs,
ps 103, |




mam it could bn dattgbtttzﬂzz laid down that
though short term wecurity intersst in preventing the menace
of commmnism was prasent btut long term econcmic intersst was
also taken into sccount.

As Gunnar Myrdal, the noted social scimtist polints
out that "the spurt of intezest in the problems of underdwve-
loped comtries of Mt’h Asia particularly on the Western
side wais induced by internsl interest and pressurts incredsed
by the dominant social strats but was brought to be justified
by the security of Western _mtun.’*"

The interests of the nited States in the countries
of Zouth Asia was mainly for its own Sevelopment snd sustmmance
of its own security, power in the region. Amsrican interests
wexe focussed tovards Indis with the intentien of £inding a
viable market for the supply of raw materials and to diminish
the compunist threat of gubversion. The stonomde foreign
poliecy of the V.5, uxed its tocl ot foreign sdd and invest-
ment for achisving this objective. ,

The official polic m of the Unjted States that have
béem pursued both at howe as well as in the host countries,
had had a direct bearing on the flow snd presence of its aid

i

1%. Pl mm&iﬂa *M’»‘ﬁ Dramst An :ﬂa‘ﬂ W
, ) : jekly, (Bombay), July 1969,
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and investment activities. In fact, the bilsteral relations
with the hogt countyry tended to get strained orx iwoehmd.
to a large extent, a3 a result of the receipients comntry’s
attitode towards Mr&nm capital. Therefors, it naturally
followed, in the case of a country like India which was

sager to maintain its indepmdence and self-relisnse, that
foreign ald and capital investment of the nature that the
United states gave would create s semss of suspicion and
doubt such instruments. A reviaw of the relationship of the
Us8. with India revealed g slow and persigtint festure of the
American policy, that had indermined the indsoenous industrial
capability. 3uch a state of affairs legd the United States
to have its own frustrations with a country like Indis.

After building Westemn Zurcpe 8s & bulwork against the Sino-
Soviet bloa, the nited States felt the need to dring the
less developed countries of Asia snd Africa to its own sphere
of influsnce. The instruments of aid, investment and teshni-
cal collaboration was to be affered to augment their rate of
savings, raise the level of technical know-how so that these
countries ate parpetuslly dependent on the United States for
their econemic growth, The U.S5. publie o@mmm sgainst
continuvous sconomic aid to less develaped comtries resulted
in Government laying mére enmphasis on private capital.

Theyefore Point Four, Technical assistance Program for
the Asisn gountries had a plan to incresss American private
investoent abrosd, The U.S. Department in its pamphiet
referred to the "stimilation of a grestly expanded £low of
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private inyestoent abroad”, added the State Dypartment,
"dapends upon the reduction snd elimination of risks, pecu~
liar to such investment which tend to deter the investors
from partieipsting in many foreign countries”. It addad
further that ) '

Much can be &onwe to refuce risks
involved, through efforts alraady
under way to bdring about conditions
of greater political and economic
sgarcity in the areas goncerned.

In addition the negotiations of
bilsteral tresties with foreign
governments which would give
mitual sssurances of fair and
squitable treatmnt and relieve
the investor of the burden of
double taxation should eontribute
to 3 more favoursble climate for
foreion {avestment end give greatey
confidence to investors.l

Though India‘'s commerce with America was s small
fraction of America’s total trade but still it was considered
fmportant. The National Foreign Trade Council of America
obhserved

Indis iy the sols source of suppl

of sight {mportant commodities and

the exportar of more than 80 per cent
of ouxr imports of fiftesn other itens.
Thus the sotual importance of India
iy American foreign ttade has bean
gﬂ:‘ugzthm the relative volume of

b 1o 39

12,  John R. Bteelman,Gosls and Practical Problems of the
Point Four Program,“Department of state Bulletin,
12 June 1948, pp. 760-63,

13, .Ib“»o P 765% .,
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The United States also laid grest importance of the
impapt of strategic materisls from India. This has been
revesled by the Committes on Foreigm A!étaits.' Houses of Rep~
resentatives, in 1548 vhen Indis wes cited as a major swmirce
of a "wils range of stystegic and raw nateriale® of which
there existed an fnsufficient supply in the United States.l?

The Committes stressed that fiftesn commotidies en
Minition Board Group I stockpile list of particulsr military
inportance will be produced in India (manganese, wics,
monazite, shellac, materisl rubber, chromite ste) .S

Besides this, other steps were taken to put pressure
on Indla, It was m:tid that U.S. Ambassador Henry ¥.
crady went round the country dmndtnq mmaiont for pri-
vate American eapttal mad ghances in the iatcmul sconomic
policy ©of India. The obatacles, such as complicated tax
structure was £0 be xemoved and in November 1547, he threat-
ened that no American loan would be forthocoming unless plans
for nationalisation were aropped,is

In addition to the aid and investment, the United
States derived laxge profita from trade with Indias, Becguse
of her monopoly position in the trade of many, U.5: could pay

14. Bisﬁ M Uﬂﬂo 1"& 80"16?“

18. nid,
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less for her fwports and charge more for her exports. A
United ﬁitmc study of the price levels of sxports and imp~
orts of undszdeveloped comtries found that these eountries
received relstively mich less for theix exports to the United
States and Ui:im Kingdom in 1947, than in 1913. 7The loss on
acoount of the “terws of trade® was estimated st § 2,500 to

$ 3,000 mdllson & year, Since 1953, Indis‘s terms of trade
with the United States changed further to tiw detriment of
Indga.t? ‘ -

The events and oireumstsnces foreed Indis to weldome
Americen ajd and capital, but 4s and when Indias tried to
assert iteelf in regazd to the policy matters, the relation.
ship took a turn for the werst. The reascn for being
sceptical sbout U.S. gapital was mainly because it wae gen-
erally believed that in sccordance with the prevailing equa~
tions apd {mperfest worid styucture, the influence of U.S.
terms on the political composition and davelopmental objecte
ives of hoat countries will be adverse.

Indis was confronted with the problem of shortage of
foreign exchange, managerial and technical know hew and thus
was compslled to invite foreign capital to achieve rapid
economic growth. Having muffered the hasacds of fersign

17« Foreign Commexce Yoagw
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eapital, the interim national Government of India had decided
to ayold the game gtory again. In the gesolution of the
Indian National Congress, it was laid down that foreign capi-
tal xegpulted 4in bhg saquisition of control over India's
economic amid political life which had, both, warped and refa-
rded national ASdvelopment. It was wnanimeuply decided when
it ohnam ]
.‘.’: which the country camot
prO at sent but ghould be $n
. & pos ttfm produce later on sheuld
eontinue to be imported from othey
countries rather than lecal manufacturs
which should be started ox sxpanded by
&mign £irma. In the course of time
At will be possible to tnt::.et or
discontinue forsign
foreion vested interest nce augud
would be @ifficult to mxw
Even the business groups were sware of the need for
a national Covernment and economio frewdom for further growth.
The leading industyialists agreed that foraign capital had
created vegted interest that was gn¢mical to the developmnt
of Indian economy and society, They also suggested that any
further influx of foreign capital should be discouraged and
aftempts should be made O expel existing foreign capital in
erucial segtors by a stheme of nationalisation in indepmn~
dent India., The difficulty that presented itself in thias

Ay

180 mmi Kmml 3+ . L ESEa & 11 b‘b Ix F A9 S
: Gxi!cm! nniwuity Ptm. 1965}, Pp. 68




rapid industrislization programme was the lack of capital
goodis, which could be abtained largely from the United States.
The 'mdian Goyemments explanation about the non~availablility
of the necessary supplies was a heayy demand on U.S. resources
undey ﬁw Eugopesn XecOVEry programwe and India's mesgre
Aoliar reserves. But the main reason was that Indisn officials
and biainessmen had been rebuffed whan they tried to buy
machinery in the American mm.lg

The American stake that their foreign capital invest-
ments ware undertaken with a view to promote Tndia‘s indus-
trialisation pmkm is quegtionable. The following table
would indfcats that it was not ao altogethex.

Table
' R Roe CroOres
Total mxk&n mw:tmtn n . T
Indis {on Nume 30, 1948) 36,97
{1) short and long term dabts of
centeal and local Governmants,
Reserye Bank, Port and
Improvement trusts.. 13.73
{41} Pportfolic investments 8.33
{444) Direct mvest:mt: in controlled -
Qﬂ“ﬁp! 128 : T 18.9

uuu&gﬁ#‘#ﬁéuﬁuvu.wwaﬂ&# o o W W g WY A B e A W ae

Direct investments wexe RUstributed as follows

Branches of American insurange sonpanies , Ry« 15 lakhs
1 Nt s e 38/

19. D-g;‘md 1, ”mwﬁ M:-Wt m xﬂd’aﬁ“ ‘n BeKs
Ma ¢ BGe, B AN 4 v X Loty iv,
Sountries,
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table contaee

Byanches of American banks | Rs. 678 lakhs
Branches of othey American Companies Rs. 368 lakhs
Indtan Subsidisries of Ameriesn Companies Re. 304 lakhs
Indian joint stock gompanies, forty |

percent or mote of whose shares wers
owned in the United States Rs. 107 lakhe

In sidicion, American managing agenctes with an insie
ginificent investment,’ controlled Indian coopanies with &
total capital of Rs. 8,56 croves.

0f the direct investments, only Re. 4.73 croxes wete
invested in manufacturing, compared to Re. 6.93 crores, in
banks and insurance companies snd Rs, $.84 ovores in trading.
Thus, nearly, three-fourths of the .mtim capital 4id not
help the industrialization of Indis. Over one-third of the
capital was utilised for banking and insuranos which geuld
have been Oone otherwise by Indian firms.

The zelative inmportante of the varicus types of Ameri-
can investmant smerges clearly from the estimste of interest,
~ dividentls and profits (after taxes) extracted from India by
the United Stetes in 1947-48, published in the Resetve Bank
of India Bulletin for tobmuxy, :.952. From sn tm{ﬂﬁunt of
Rs. 20 crores, in the offi¢ial sector and in pertfolio invest-
wnts, the United States derived a profit of Rm Va ?.akae
But it received Rs. 2.69 crores or 97 pex gent of all prefits,
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from 17 crotes of direct investoents. The zate of profit of
Aperigan controlled Indian companies was 21.3 pereent gompared
to only 68 percent for British controlled companies. Among
t‘hlu branches of ameriecan companies, those engaged in tyading
wire the most profitables, - With s capital of Rs. 4.04 crores,
they eamed Rs. 1.87 crores, representing an snormus return
of 41.3 percent. )

In its study of India's balance of payments, the
Reserve Bank of India M.tht following accaumts under the
title investment fncome relating to dollar countyies s

~ Table
1952 « fizst half 4.0 0.2
1952 « gecond half _ 2.9 o 0.3
1953 - firgt half 3.7 0.3

Souress ind&aQ Gwa:nme of, Ba
October 1953, p. 794.

Though these figures &0 not ﬁxlir indicate the profits
of dollars, since they exeluds reinvested profits, but they
show the progressive increase in the rapatriation of fnveste
mént income. The following table shows the net drain fyom
India on aceount of “investmsnt income” to the dollax ares
md the sterling ares )
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Tuble
1952 - £irst half * 1.8 - 3.
1952 = gecond half B 2.6 3.1
1953 « first half | 1.4 1.5

Sourews Ibid., pp. 79E-794.
The above table slearly indicatas the fact that
though the sterling area countries have a much Jazger invest-
ment in Indis than the dollar area countries, m_mm sren
has tended to gepresent a grester drafin than the sterling

ares. |

Official Amexicen etatistios showed the same stziking
profit rate. American direct private investmmts in Indias
{including insurance companies were estimmted for § 410
millicn. Betwewn 1943 and 1951, about § 27 million of new
capital was added. During the same pariod, the total sep-
atristed sarnings, after taxes and excluding substantial
reinvested or ndivided profits anountsd to § 105 million.
Thus the profits wers four times Uhw new cipital, and two
and a half times the capital in 1943.%°

UeS. Departaet of comparce, *Survey of Current Busi-
ness”, November 1949, October and Decsxber 1951, and
December 1952, pp, 124; 206, 103 zespsctively.
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The ssparate figures that are avallable for India, tell
the sxme gtory of American investors extrasting more profit
conpazed to the investments that were made. . Pigures are
availsble from 1949 on when the Amezican private investpent
was estimated st § 27 million.d!

o o mxdutﬁwma Total Investe
Yeax Few Capital oneidlsry  ment at the
- Barnings end of the

1952 ? . L] » 3

SULveY of cm‘rmt Buaiad _!.(Wathiaqkm: Jamaty
195§, ’Pi 105,

~ The new dapital 414 not aid the menufscturing indug~
tries. Three milliion dollars of new capital was invested in
manufacturing fn 1950, but there was no further additioca in
1951, and an equivalent smount was withdrawn from manufactur-
ing in 1952, ' |

The flow of American privete capital inte Imaia inc-
. veaged fxom about 5 3 million 4n 1949 to § 10 milifen in 1950,%2

- '; se, "Direct Private Foreion
ted Statsy « Census of 19%50%,

U.8, Dep " ORECE 'mmy of Cuxrent Busi-~
ness’', Waah‘ g‘%sm D.c,. January 1954), p. 105.



As the New York Times indlcated, this incresse was dus to the
recession in the United sStates and the modified economic
policy of the mndian Government. Another important reason
was the devaluation of the Indian rupee in September, 1949,23

Profits en the m:iﬁm investoents were as follows:
Table

Perewm of
sming

tn t_zht capita at
tnited beginning of
States year

Yeay

1950 S U 12 52
1951 18 10 -
1953 16 10 »

It is therefore clear that American investmnts had
b«n a sericus dvain on the Indian eccoomy. Instesd of add-
ing to the capital of India, they funneled away its wealth.

In order to increase the aceusulation of capital for indug-
try in India,’ the slimination of American capital, rather than
for its requests wele necessary. An increase in Americsn
investoents would aggregats rather than solve the balsnes of
payments problems of India..

23,  New York Times, May 22, 1949, p. 3115,
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Apart from invectments, Indias had looked to American
aid s the golution for India‘'s econcmic problems. Megaxd-
less of the Indian reliance, thers is no deubt to the fact
that India had been growing after the Second wWorld War as an
important area in the estimate of the United sStates,

The tﬁ Asia ig now Iﬁdhq

b+ 4 m 48 lost, then all Asia

is lost, The gmaller nations

woitld not have the capaecity to

survive.

America would then gtand

alons without allies, It might
then be too late to win even a

wvar.24

In 1949 when the food situation was pArticularly
saricus, the Indisn Government, lecked fok specisl considera-
tion and assistenos fxom the United States where it had
apent millicns of dollags since the war to purchase £00f
graing. HRegotistions were begun in August for a million
tons of American whest to st up & stoekpile to gontrol
prices, redice hearding and incresse rations.’® mut on
Dacember 28, 1949, India was obliged to drop the whole
matter as the negotistions had bogged dowm. 7Ths reason for
this failure was not & scareity of wheat in the United States.

.

24. Sae !:h- M of .msem wﬂ&ha O nougl.un in
'WQ mm B:w; XE MR ‘!. NALE &
; - (??n&m ucaarm Un versit y Press,
» P . '

25. Statspent by State Department Press Officer Mighael
MeDermott in The stategmgn (Celcutts), October 11,

1951,




There was an enormous surplus in Government stores. The
storage and cagrying charges alone were costing the United
states Government $ 237,000 a dayszs The negotiations broke
down, Indian p:eia feports indicated it as a result of

~ American insistence on eonditions not related to the bartex
arxangement,

The food situation becawe even mote critical in 1950,
and in June, the Indian Government purchased 196,744.3 tons
of grain sorghums through the Egonomic cQ-operatiah Admind~
stration (BCA). The pazity piicd (including subsidies to
American farmers), was caleulated at $ 1.87 per 100 pounds,
and Indian paid 5 1.40, the ECA azcounting for the remainder
as aid. Another 427,000 tons were purchased in October on
the same basis, AaAfter months of dgbate, the U.3. Congress
pasased the “India Emergency Fond Aid Aet 1951%. The legisla-
tion became law on 15 June 19%i. This enabled Indias to buy
food grains on a long term loan of $ 189.7 million (Rs.1422.8
million).

The U.3S. wheat loan te India helped a lot in selving
India's problem of food. The loan of $ 190 millden Rs.
1422.8 m&ilioni which cattied intazn;t at 2.5 parcent a year,
wag repayable by India, én dollars in half-ysarly instalments
over & peried of thirty yeara.27 it vas made available to

4 (India, Ministry of Bxternal
Affairs), Aptil 1966, p. 107.
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Tndia to enable it to finance the purchass of two ndllion
tons of whest from the United States. When Indie rinde a
request for fead to the United Statey, the differences bet-
ween the two mtﬂu on several issues had already come

to the surface.

The United States had not taken kindly to the Indian
policy of non-alignment., The Indian attitude to the Japanese
Peave Treaty and the Korean issue had caused great regentment
in the United States. The Indian stand on the resoluticn of
1 Peburary 1951, confeming China as aggressor in Xorea had
specially soured IdD-U.S. relations. Inspite of these
differences, the U.S. Govemnmant extended aid to India, bee-
auge of its strategic importanoe in Asia. The U.3. Prasident
suggested that food shipments should comoence by April. He
even regommended that a substantial portion eof the aid should
be on 8 grant basis. However, it was only after four months
of dabate in Congress thait the Indisn Enetgeey Feod Asgls~-
tance Act was able to secure pasgage. The delay in the pass~-
ing of the m ereated some resmtment in Indis. Chester
Bewles wrote |

During the Congressional debates &

sexies of amen ty were considersd

Mot cartain adjustnents in ite

foreiogn slicy a8 & quid pro quo for

wheat, Although the amemdments were
defeated by & narrow margin, Nehre



folt we wore taking advantage

AT

on July 9, 1951, following the United States vheat
loan to Indis, the two aenmmtu signed an sgreement pure
sumt to which the Indian Government allowed duty free entgy
and defrayed inland transportation charges om supplies
_shipped by relief sgencies registered with the state Depsrt
‘mant. Six agencies carried on relief activities under the
sgtesment. Chrch World service, War Relief Ssrvices, Nat.
fonsl Catholic Welfare Conference, Co-operatives for American
Relief Everywhere (CARE), American Friends Servics Committse,
Iuthiran World Relief and Minnonite Central Comeittee.3”

There were some good results fxom the efforts of these
charitable organisations but their methods of operations
raise perturbing questions. The Indé-Ameri¢an Government
elevatsd these asim groups to a unique status enjoyed by no
cthers, By exewpting their supplies from taxes and paying
inland transportation gosts, the Indisn Government in fact
had subaidised the agencies programmes., The advantages to
the Americens wese ocbvious: thelr prestigge as humanitariens
was booated with the assistance of the Indian tay payers. In
the light of charges of qu.uhiembln practices by american

D




missionaries, it 1s doubtful whether the s¢x agencles were
of a religious character,

In foreign trads, éhe U.5. was able to s#arn not oaly
the Americen market value of commodities, but a higher "ex-
| port price™. This is clearly evident from the American grain
looned to Mmdia in 1951-52, The same is true in the case of
other exports. In 1951-52, India purchased 4,329,000 pounts
of tobacco leaf in the United states at 85.6 cwnta a pound,
while the American market price st port of exportation was
only 628 centsy 275,009,00 pounds of cotton at 478 cents a
pound, while the market price was 44.4 cents, 771,000 barrels
of Jubricating ofls at $ 20,70 s barrel, while the market
price was § 15.98, and 607,000 pounds of copper at 38.6
cents a pound, while the market price was 27.0 cents . *°

Apart from these gains, there were mux& profits agorue
ing from the trafe of Americsn owned companies domiciled
abxosd. In view of the economic power of the United States,
American custom duties were not normal charges, but represen-
ted & form of over charge and under payment. In 1952 for
instance, India paid § 8,799,000 $n customs on her exports
to the United States.3t

pDArtne 'm Foreign Commerce Year-
. . Pe &

1. g.s&_%mmm Statistical Abstract of
» he United States, 1953, Pe 926.



Another trend in economic relations began on Degember
28, 1980, in the contaxt of thel agresment for technical coe
operation under the Point Pour Programme. It was Suly signed
between India and the United States. Indla received direct
aid from the United States on a grant basis equal to
$ 1,200,000, Technical Go-operation Administrator Hesry O.
Bennet said: "The new Point iou: agresment with India creates
& magnificient éppmwity for two great nations to work
together for their mtual progress, and well being.*>? on
8 January 1952, Prime Minister Nehru and U.3. Ambassador in
India signed an agresment in New Delhi. The United sStatey
sgreed Lo provide assistance under an expanded Pointed Your
Program for speeding up the scenemic development of ‘mau.
The purpose of the Technical Co-operation Mission (TCM)
established in 1952 was to aid the pecples of the economically
underdevelcped regions of the world. The 7TCM commanced its
work in Indis in 1952 with American tefhnicians and profe-

salonal persomnel,

A law called the Agricultural and Trade Development
an® Asgigtance Agt (PL-480) was enscted in July 1984. It
came into operation in gouth Asia in the f£iscal year 1986.
Under Title I of PL-480, the United sStates sold ajricultural
compodities to the developing countries on 1iberal terms.

32. U.S. ’g_cpa:tmene of gtate Bulletin, 6 January, 1951,
pe 67, ' .




Title II and Title I1II envisaged donations of agrieuitural
commodities to help famine strdcken countries for distribution
through voluntary agencies. The Act of 1946, joined these
two titles into a new one, vis, Title II. An agreenent bet-
woen India and the United States for the import of surplus
agricultural commodities under Title I of the Agricultural
Trade Development and Assistance Act, U.S., Public Law 460

was signed on 29 August 1956. The agresment provided a sum
of $ 360 miliion (approximately Rs. 1,720 million) for the
supply of American agricultural commodities to Inata.3? the
purpose of Pl-480 was to encourage the sale and export of
American agricultural commoditics. This was the biggest
single agreement between India and the United states. This
enabled India to mest its basic food needs at a time vhen
there was low agricultural production and the gituation wu- |
getting worse owing to the pressure of growing population.
Bestdes imposting large quantities of agricultural eommodi-
ties from the United States, under PL.480, India used the
major part of the rupee funds available to it for development

purposes.

In 1953-54, American aid became ava;;abla in other
fields of economic development alsc and was degcribed as
Development Assistance. The largest part of U.S. ald to
India was in respect of surplus commodity. asgistance -~ under
the title of Public law 480 or PL-480 - repamble in rupees.

33.  FPoreign Affairs Record, Vol. XI, 1956, p. 130,
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The loans received by India do not fall under the
heading of Americen aid. However, it ig a well known fact
that the United States owned the largest block of shares in
the bank, that the bank had boxrowed mainly from the Wall
Street, that its president was normally an American, and that
the loans could not have besn cbtained from the Bank without
American approwal, The international Bﬁnk granted gix loans
%o India, totalling § 116.7 millien till end of 319%4.34

Table
Date of | Anount Maturities Interest Project
Agreement (in milie Rate %
ion of |
| % |
Aug. 18, 1949 32.3 1950-64 4  Ratlway rehabilit-

tion, purchaseg of
1oemouvn. bkl
1“’ eto.

Sspt. 29,1949 72.0  1952+86 3%  Purchase of tractors
and other agricule
tural machinery

Aug. 18, 1950 18.5 195570 4 Purchase of equi.p-
ment for Bokaro-
Konar thermal
station

bec. 18, 1952 31.% 1989-87 4% Expansion of cap&-
city of Indisn Izon
and steel company

June 23, 1953 10.5 1956-77 4%  Development in damo-
dar Valley {electric
DPOWar, £3.ood ¢ontrol
and irrigation

Nov. 19, 1954 18.2 195874 A Construction of a
thermal station in
T‘WY island,

Source: India, Govt. of, mm&_gw_d_mﬁ ARG Al Reports,




several fagtors have to be tungidered regarding these
loons €O assess the actusl assistance received by India. 7The
loans garzisd an aversge interest rate of over ¢4 percent
wvhich cannot be described as low, The lodns granted were not
lagge comparsd to India's share of 5 400 million in the capi~
tal subscription Of the Bank. The Bank ealled for and India
paid § 80 million, fncluding ) 8 million 4n United States
éu::cwy‘.ss It was mainly for expanditure in Unitsd States
the loans were granted, and it facilitated the sale of Amer-
ican cm&a.“ They helped Ameriesn contractors such as the
Kuljian Corporation in the Bokaro-Xonay project and e!w
' Ebagco Services in the Trombay powes project. The latter
1oan also ensured electric powsy o the American standard
041 Refinery in Trombay hlmﬂ-.” The loans were also spent
for purchases under the guidance of the Bank specislists, and
in at least two cases, there was indication that a eonsidera-
ble swoumnt of mmey was vested, The £irst loan was spent
partly on the purchass of loconotive from the Baldwin Lima
Hamilton Corporstion in Philadelphia. It was revealed in

connect {on with purchases under the United States mnd prog-

ramme that the prices quoted by Baldwin in 1954 were twice
38

those of Japaness, Cerman and Britiash firns,

35,

38, ,MMM mwm 2:.. 1949.
37. Tipes of India (New Delnt), August 35S, 1953,
38, Timss of Indis {New Deldhi), August 32, 1934.




In 1953, the American Government purchased, first
grade Indian manganese ore for stookpiling at about $ 2,28
ton, vwhile paying $ 2.30 l;or the domeatlic ore of the same
quality.’® ihen supplies became plentiful in 1954, even
these low prices were not maintained. The Hindu, reported
on May 3, 1954, that operations in mines producing second
grade ore had practically ceassd, and that prifdes of first
grade ore had declined by more than 30 percent within the pre-
vicus seven or eight months. The above exampls goes to prove
the point as to how the International Bank, American capital
and american ald converged on expanding profuction of & commo-
dity with the result that India suffered the depletion of
valuable ores, as well & unemployment, and bankruptoy in an
important industry, while the United $tates gained through
greatey supplies and cut zate prices far in axcess of aid.

Since the end of the Korean war boom, however, Indian
Government increasingly realised the 11l effects of American
economic policy. This was reflected in the shatements of
the Indian Merchants' Chanber in June 1952, the all India
Manufactures Organisation in September 1983, and the Federa-
tion of Indian Chambers of Commerce and Industry in March 1983,
calling for restriotion of foreign investments and compatition.

39,




The oil refinery arguments, providing for the largest Amexi-
can investments to date were criticized by Indian business.
The Bombay aha’:ehomau Association represented to the Union
Production Minister in September 1953, that the provision
reserving all the ordinary shares to foxeigners were discri-
minatory and grosaly unjust to the Indian investing public
which was both unwilling and amxious to putmipau.“ At
the annual meeting of ths Indian National mximazé AsBO=-
clation at Bombay on Feburary 20, 1954, President N. Dandekax
complained to the Production Minister that "iIndian mea‘
tankers have been excluded from the opsrating, even in coastal
o1l traffic® under the refinery agreements,’!

Demandy ﬁgt a change in Indian policy wers geinforced
by the Soviet offer of agsistance in 1954, particularly the
goviet proposal to establish & steel ndl]l on long term cre-
ait at low int8rest and without special concessions to the
private inwestors, and the effer to supply tryactors ideally
suited to Indian conditions at about half the prices of
Amsrican tgactors purchased by India. '

India needed aid for its second Five Year Plan, In
1958, United States came forward to give India a loan of
$ 328 million. In addition it offered § 350 million to

40,  Timen of India (New Delhi), 24 September 1953,
41. Times of Indis (New Delhi), 21 Felurary, 1954.



India to enable it to tuy whest under PL-480. On May 4,
1960, an agtesment for the largest signié transaction evex
made by the United States with any country under PL-480 came
into existence. This amounted to § 1,276 million (about

Re. 6060.4 million). | | |

In Novembsy 1961, the United States set n§ Us.8. Agency
for International Develupment (USAID), to bring all its eco-
nomic aid programmes under one single unifiied administration.
This agency was, to supervise the activities previously admi-
nistered by the Internaticnal Co-cperstion Administration
vhich was represented in India by the TCMy the Development
Iosn Fund and the Food for Peace Programme (PL-480). USAID
provided loans for development purposes. It also gave grants
for maleris eradication, small pox eradication, higher edu-
cation, community development and & number of other projects
in Infis. These loans advanced by USAID were repayable in
dollers. On 26 March 1962, the United States signed an agree~
ment to give a loan O0f Re. 2,568 million to India. The loan
anomt was to be made availsble to India €from the sale of
PL-480 commodities.*? Agaln on Feburary 4, 1964, the United
States signed yet anothex agreement utf.h India in order to
extend to 3t a loan of § 228 uﬂ.um {(Rs. 1,070 million) md
facllitate the iapam 1t nesded to uakc for ite mmy

42.  Foreicn Affairs Record, Vol. 8, 1982, p. 90.
43, xb’»do: WLQ 10, 1%‘9 P 73.
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Therefozre all the American aid programmss were not
undertaken for humanitarisn causes 80 that India could over-
come its Aifficult situation. Under certain programmes, the
surplus aqzmuitu:al produce was exported to I.n&ia g0 that
the agricultural prices in the U.S5. economy was not sffected,
Had the surplus not been axported it would act have fetohed
remunerative prices for the farmers. Alid and loans were often
given £o enhance its position in the world and extract pro.

£its through varying rate of interest.

Viewing the questions from all angles, the charactere
isation of Scuth Asia particularly of its majex power by the
U.8. administration as an area of low or marginal strategic
importance and low foreign policy priority should be examined
in & aifferentiated way rather than accepted uncritically.
Both the woxds and deeds of U.5, adninistration spoke elo-
quently on the point that South Asia was of strategic impor-
tance £O0 America. The strategic importance of the ares in
the eyes of U.S, administration lay in the area‘'s strategic
involvemsnt in the central balance of power and as & regoutce
base for key raw materials.

Relations with India weré canducted on 8 rather formal
lovel until 1951 The question of the wheat loan to India at
a time of grave food crisis attracted much attention and in
the fall of 1951, the appointment of Chester Bdwha as
anbassador marked the baginning of a period of warmth in



Indo-American relstions. India's ncgasiw attitude towards
basic American policies Mh as the developmsnt of mutual
u&cutiéy azmgmms' was matehed by & running American ori-
ticisn of the basic poliey of non-slignment which it Ges-
oribed as neutrality or meutralism., Apart from such differ-
ences, the thorn in the rslations involved the question of
foreign aid. S |

From the Indian view point, Anerican Economic policy
wag not very fsvourable., The ald was emsential for the
country 8s 4t had just gained independence and wanted to
infustrialise fast. In the beginning, the investments and
aid were in meagre quantity, In the late 50's and early
60's, ald was increased but safter much delay and load of
interest. The foreign egoonmic policy had political motives
a3 has been visualized in the American aid, investment and
trade programmis.



CHAPTER - IIX
U.8. AID, TRADE AND INVESTMENT (1964<1976)



Chaptex ~ IIX

It has been suphasived sarlisr that the economic fore-
fem polioy has played a vital rols in the framing of the U.S.
foreign policy. The United Stabes tried to schiwwe various
objectives in this gegerd. Its economie foreign peolicy atd
not stimslate sconomie growth alond but in some comtries, it
sexved as a relisble instrummmt for protesting and promoting
centyal U.S. fnterests. As & result, it came to serve and
reflect the entdrity of U.S. interests in developing count.
ries. 7This policy consisted of several kinds of uppmadhu
md prograxmes of which *the public transfer of a poetion of
V.S, nationsl product was an important,' btut not the only
one®.l It wan fear of Communism that comnitted the Ameriean
Govarnmant in devaloping countries which Prasident Kemnedy
ehoss Lo call “improving the plimats of freefion™. On June
13, 1961, at the U.8. Natiomal Confexence on International
Economic and Social Develepment at.Washington, he viewed the
matter of aid and assistance as essmtial agpects of the
*U.S8. security” .’

s . Mﬂm F. w: Porgion Ald in a ASraign Meligy
Broo s Ingtitute geom 11,0,
i1 1566), p. 2084, o ’

2. mmgmmmmm January-June 1961,
P« 307. .




“w 88 =

The subject of U.3, ald was entrusted to a Presi-
dentisl Committee, "to strengthen the security of the “Free
World®, .It was headed by Cenersl lucius D. Clay. The Clay

CONOMIg H

was published in March 1963, It stated

1f countries with a will to be

free are to become of remain so and
1f thelir gowrnmamty are to prove

to their #3 that the damccratie,
nonwgomrunist routs Lo political and
sconomic well-being is the better one,
some form of external assistanee to
their internal efforts is necessary.’

The Clay Committee tmambligueusly laid down that U.S.
alid mugt be made an instrument of U.S, foreign policy. It
‘wgs Quring this peried that the U.S. began digeussing the
question of assisting Indis's Feurth gigantic steel plant
at Bokaro, The Conmittes took & decision that 1t was
against giving aid to a government enterprise where they
were in competition with private industry. The report
emphasized

. ] Nlm‘ that U,3. shoald not

aid a foreign government in _

projects sstablishing government

owned fndugtrial and commercial

anterprises which cumpete with
existing endesvours.4 X

3.

ent of the Unite: ? &
strengthen the sscurity of the world {Clay Committee
Report) (washington, D.C., Department of 3tate, 1963).

4. Ibid.
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The U,5. attitude bescame furthexr clear when luoeius D.
Clay was called by the U.S. Senate Comsittes on Foreign
- Affairzas to ﬁcﬁost on the matter of atd !E_cr Bokaro Stesl Plant
in India. Hs opposed any Ameriean belp for the state gector
steel industry and remarked argogantly i

We certainl hm & pight to

say whare poney that we

make availabh to these

eountries should be used.S

The Senats Conmittes report sxpressed its agreement
with the conclusions of the Clay report. The Committes's
recommendations also included s general restxiction on aswsi-
stance for projects ¢

establishing or othervise asaisting

goverriment owned manufacturing,

utility, mmmdum o: :;xoeuaing

sntozprises 4n Mg Yy ©Or Ares,

axcept where it clear g.opponu thet

goods or services of the same general

class are not or cannot be adequately

provided by private business located

wvithin such countey or avea.$

The author of the first draft of PL~480 dreamved of
dasaling prospects.

T mn ses the mm.mw; tm
American gamnmt gontyo xan a

Se Clay m&tm 8uport. uuact: publi:hwd m Guatay
Mna (ed.), T 4 . nd_the Develo

6.  Ia,



couple of domen comtries through
thess free~food shipments. In
its sisplest form this is hou p ¢
saw that these food shipmen
would work, A country witb :iats
goming on could be controlled
xttting suy vheat ships be eutgide
the port, like a carrct on a stick.
A leader whom we considered
dangexcus would lose the support
of the masges because everyome
would know that we are not going
to agé:m the whez: &m bm
MENegne m n D
m. gicts and revolutions thiy wey
but we could keep away & 1ot of
them fxom starting.”

American aid to India however had boen overwhelming in
the form of loans, The Unitad States gave her aid through
the following main channels: (1) Technical Cooperation
Mission (Tem), (44) Developmant loan Yund (DLF) and its
sugcessor to the AYID (114) The ExporteImport Sank, and (iv)
Public Law 480/665 programses and others.®

Until June 30, 19%4, the U.s3. sssistance under the
Technical Cooperation Programme was sntirely in the form of
grants. Thers after, the form of ald chmged., The develop-
ment assistance under the TCM programme was made avallable
to India in the form of loans. Repayment on loany ¢ould be

e ‘ N

7. B.N, Banerjee, Mm_&;g_s_p,}m' {(Delhis Agam Pra~
xashan, 1977), P+ 1Q20

8. Raport to the U.S. Congress- axanination of amm&u
' and technical asgiatmce proqr:m for maia INTERHA
TIONAL COOPERATION ADMI [ON, DRF TOF &%
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mwade either in terms of dollars or rupses at India's option
with anortizetion to start four years after the firat dis~
barssments and wendiug‘mltlssymmg The interest rate
¢tharged on thess loans was & percent if repayable in rupess
md 3 pszeent 1f repayable in dollars. loans extended to
India by DLY had a mtnt;ity period unginé from 8 to 20 years
and the rate of intereat charged on its loans varied from

3% percent to S pergant per annum. The DLP losns were normally
_mamiu in mm;“’ In 1961, the DIF louns was zeplaced
by the AID, the loans of whi¢h were repayabls in dollars. In
the baginning, the rats of interest during the gtase perioed
&id‘tha period of maturity on AID loans was 8s low as § pere
gent and the interest during the msturity pericd to 3 percent.
The AID loans were Yepayableé cver a pa:w! of 40 years with

a graoe period of 10 yutu-u

The U.S, Agency for Internationas) mwlmmt was
‘creatsd on Noverbet 3, 1961. It was administered in Indis by
the Technical Co<operation Mission (TCM), and the Public law
480 Programmes in India, till Jume 1973. Both grats and
loans were extended by the Us AID Mission in Indis, For the
technical coecperation programme, the US AZD miseicn extended
grants and made available the gervices of American specialist

9. W 7 Junuary 1980, P.101l.
10, me 8 Jmua:y 1560, p. 415,
11. haty E gtin, Jan-June 1951, pp. 950,
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at the request of the Covernrent of xnau. Underx thig pro~
gremme aid had been extended to malavia and swall pox eradica<
tion, agricultural and technological ,miwxlluu. the deve~
lopment of high yielding cegeals, _d;ity developpent the train-
ing of craftsman, community development and many othex natiom
building activities, IDollar grants since the beginning of
the programme totalled § 450.1 million (Rs. 337.58 crores).l}?
Stnge 1951, sbout 3030 American specialists served in India
sharing their skills and experisnces with their Indian mh«
eagues. The specialists whess services were made available at
the request of the Government of India belonged to many
thnical fields such as agricultural education, agrouomy,
‘engineering etc. They worked with Government of Indis Ming-
sters, educational institutions. »Mnother iwportant AID acti-
vity concerned the provisions of the advanced training in She
United States of Indian officisls, teachers, enqineeis. health
spegialists, other personnel and facilitation visits by Indian
spocialists to the United Stites and othar comntries to enadle
them to learn further developments in their fislde of work.
The total number of these Indian pa::iciplnts ctcud at

6229 #n 1973,%%

loans extended to India by the USAID and its predecihssor
organisations were of two kinds: {1) Those ztptyablc in rupees
ana (11) those :epayablt in dollars. loans mnm to Indis

13, n.x. sharma, ?aui.gn Aid and InAian Bconomic Develop~
' mant, PACT, Vol. 2, No. 3, May 1973, pp. 710-712.



by the Dsvelopwent loan Fund were repayable in rupees. These
loans totalled § S505.8 million (Rs. 379.35 grores). Prior
to November 1961, TCM had extended loans fotalling 5 1%4.1)
million (Ra. 115,58 crores) to the Indian Government, These
ware @ither repayable in mupees or dollars at the optien of
the Government of India. For the sake of convenience a sum
of § 5.8 million {Re. 4.35 crores) was also indluded in the
form of Italian, Prench and Japanese gurrenciss in exchange
for Indian rupses. USAED Mission extended 49 loans pepaysble
in dollars. These totalled § 2,633.4 miliion (Re. 1,975.05
crores). The term of repayfent was schediled over 40 years
with no payments of principal during a grace period of the
£ixut ten years. These loans bore an interest of 2 percent

par annum during the grace period and 3 pescent thzu!t.:,-“.

The U.§. Export-Import Bank authorxized loans, guatan-
tess md insurance to facilitste the foreign trade of the
United States. The Dank authorized 31 loans to Indis totalling
$21.3 miilion {Re. 390,97 crores) till 1973. Its loans were
in dollars, and its payment was also to be made in dollars.

In Saferring interest rates, the Bank considexed its own cost
of borrowing money. The standard interest rate was 5.5 to

6.0 mﬁmﬁ pex iﬁnm,l‘a
’i‘t R.Xo ﬁmtm&, Eeiq r 0y (s mais

(New Delhis Marwah Publ ations, 19770, Do Ads
15. THid,
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The Whedt Loan marked the begiming of the programme
of U.8, aid to India in 1981. The loan of $ 189.7 millicn
(Re. 142.28 crores) which finanged the purchass of two million
tons of wheat to mest an acuts food shortage, in 1951, was
repayable in @ollags. The loan carried an interest of 2.5

‘percent per annum, Since Indis had scarce foreign exchange,
the U,3. covernmimt deforred principal and interest of the
loans. The repaymants due in 1959:68 to 1966+95, and § 8.7
millidon (Rs, 68.53 crorea) out of § 10 million (Rs. 7.5 crores),
due in 1966-69 to 1978-79, Indis did not pay sdditionsl-
interest on account of these deferments.l®

A lion's share of U,s. assistance to India came under
PL»480 programme, which may be cited as the “"Agricultural
Trade Dewe lopment and Assistance Act of 1984*. PL-480 stands
for Public Law 480 legislation, which was enacted by the
U.S. Congress in 1954 to enable the U.S. to supply agrisulte
ural coumodities at convessional rates. It sceounted for
sbout one~fourth of tho entire aszsistance under this prog-
rarme.l?  rocd grain imports, under this programme, in India
began in 1985, Till 1971, vwhen it had ended, the country
imported neasrly 60 million tennes of foodgraing and other agri-

186.




eultuzal commodities uhder Title I of the prograome. The
totu bi.u of thepe imports cane to Rs, 2,557 cxores. Of

thi.m Rs. 314 crores were npuy:bu in &vllazs,’ and rest in

mule

There was ancther provision in the programme called
Totle 1I. Under this UsA had given Rs. 618.3 grores worth
of foodstuffs to India. ™Mut, thig was a donation and India
aid not pay smything for it. Over the years, the USA sti~
ffened the terrsfor the PL-480 supplies, reflecting the
raduced surpluses of agricultursl commodities at home.

In 1568, the US Congress MM"ﬂﬁlt X to change the
torms Of twpayment. Agreement signed thereaftar provided for
progressive trangition from repayment in rupess to payment
in dollaxs. The U,S. Embaspy acquirsd the right to selil
rupees st its disposal to U.S. tourists vieiting this countxy.
Thege cut into the nortmal foreign exchange esrnings of India,
but the Government had to suxrender hefiore Washington's

pressute of giving seliing rights to the U.5. Embassy.}®

The PL=480 played a mmjor role in, both, American dom-
eastic farm programme as well as in foreign assistance progra~ |
e, It was, both, an instrument of domestic farm poligy and

18,  India, Govt, of, Planning Comaission, Thixd Five Yeax
Blan (New Delhi: Author, 1961}, p. 107, —

1% Malviye, n. 17, p. 66,



of the foreign policy of the United states. It heiped suppert
faym income and utilized an abundant profuctivity of Ameri-
can ‘sgriculture to help the developing nations around the
world, Bromdly, the programme's emphasis was at the dispossl
of U.S. agricultural surpluses through export as it was 3

the policy of Congress to expand
international kng:.:;mq the
United states snd friéendly nations,
to facilitatae the convertibility of
mtmaz. to promote the economic '
stability of American agriculture,
national welfare, to make maxisum
efficient use of surpius agricultural
commpdities, in furthermce of the
policy of the United states, and to

- gtimalate ané facilitate the
expansion of foreign trafe in sxcess
of the usual marketings of such
commoiitias that may be sold through
private trade clannels, and foreign
cugrancies accepted in payment
thereform,

It is further the policy to use
foreign currencies, which sccrue %o
the United states under this act to
expand international trade, to
encoutage scononde davelopment, to
purchise strategic materials to
pay Unitad States obltg:;:igm
abroad, to gmu collective
stren and to fostery in other
ways the zaﬁtqgopcucy of the
United States”.d

| The PL~480 h:‘im should have besn more than an
instrument of surplus dispesal. But in actuslity Lt was meant

Eeonomic aajisi:m-’ to
. Statey Information Service,

ot
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to develop new mirkets £0r the United States agrieutural
commodtitios, as well ag to procure wquipments, materials,
faeilities and sexvices for the common defence including
tntemsal security.’l The PL-480 asststance though helped to
improve the debt profile, tut thers was a heasvy burden on the
balance of payments, The different agresments under PL.480
programme upto Aprid 1, 1977 were as foliows 1

Table

commoatties . %f‘:%éa‘:% wliton.  oncity in
-dollaxs thousands of

| | trig tons metric tons
wheat : 530233-3 : 3: 185 8 5&) 180.0
&IWM _ 85,5423 378.8 3 37.9
Rice | . 1,848.1 225.9 1,864.1
Cottenn 4,089,6 - 484,12 3,080.4
Tallow 170.0 28.7 165.8
Tabaceo 7.4 v 17.3 7.1
Milk dry, non-fat = 24,9 . 4.6 21.6
0il, soysbsens/ ,
cotton send 506.7 - 124.4 409.2
MLk evaporxated 13.0 4,3 14,99
Milk, dry whole . V.33 0.3 B« -
Cheese processod ©.08 0.1 . 0.10

‘Fruit hnned 0.40 0.1 O.42
' ), Annusl Reports, 1970=Tis

smzat
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~ The PL-480 Title I sales at favourable concessional
terms continued to allow importaticon, of eswential agricule
tural and other gommodities without increasing the strain on
the weak balm of payments position of the country's inter-
| natimal oxedit rating. At the game time PI-480 Title I
saleg, contributed to sustain economic growth by geliasing
yesourges for importation of intermediste and capital goods.
Thus PL-480 played an important role for industrial dsvelop-
ment and export promotion of the comtyy. IMndia achieved
econceic progress,to a certain extent with the support of
PI~480 funds, in the #ield: of agricultural davelopment pro-
grammes, population control, transportation, sdutatien, and
iabour improvement. The assistance was provided in the form:
of grants as well aag' Maﬁs. the break np of which n 4iff-
erent fields is given in the following two tables

For the development of Amsunt in cxores (Rs.)

 Agrieulture - . 38.83
Infustey | 6.61
Transportation 19.80
Labouy . 39.48
Health and Family Planning 123.88

Education | 100,97

Szand Total 329.61 crores
, Annual Reports, 1970-73.
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Table

For the dsvelopment of Anount in crores (Rs.)
Agrieulture 235,90
Tndustry , 396,28
Laboug ’ 48.90
Health a4 Family Plamming 99.90
Bdneation 137.74
Teansportation 175,68

Grant Total 1410.75

source + vid.

The United States of America has been the largest
single contributoy of foreign aid to India. The U.5. accoun-
ted for more than 42 percent of the total aid made availadble
to this country by waricus foreign countries and internstiona)
financial agencies upto Mareh 1973. 7The totsl Americws aia
to India upto 197172, umetmted to Re. 5171.8 croves. Ple
480/665 food assistmce accounted for 44.4 percent. Mmdus-~
trial development got a lion's ghare of the total Assrican
aid. It was about 32.7 percent of the gross. The Aistribu-
tion of Amexican aid to India in public sector and the direct
ald to private sector clifmed only 2.9 peresmt,
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Table

Amount 'm:mtage Share of fweozs (in paL-

Purpose in Rs. of the gentegey

Crores tofal pablic private Publ./Priv.+
Transport and n .
Comrunigations 244.1 4.7 100 niY Ni1
Powex , ,
Indugtrial | ‘ |
Development  1689.8 32,7 6.6 6.5 84.9
Agriculture £6.8 1.1 100 nu: Nl
vheaty Loans = 420,7 B.1 100 N i)
pmaa/asz
Food an
cwod&ty | |

2306.9 44.4 100 1313 % Ni)

Miscellanecus 227.5‘ 4.4 wostly to publie sector

Source: Rcuim Bank of India, Ra_patt en Currency ané
ﬂﬂﬁmc 1971.72, p. 43,

Note: Publ./priv. « zefers to non-project and “mt-pmjwt
‘aid (1.e. aid fixed within !;'ho road categories)
Component of tarm aid is classified as Nbuq/
private 4in cfﬁuio}. pubnzatm

It is quite ul:ﬁaz from the tables that India resceived
ne money £rom America for sstting up of heavy industries in
hex mmy. Thus we see that the U.5. safeguarded her
interest by avoiding investment in heavy industries. The
ddstrithution of American aid to India clearly indicated that
in genersl, ﬁfza“tzucmtgl investment received a large
s of the American aid. |



The 22-year V.S, economic asaistance in India, came
to an end 4n 1973. Under this programme, B8 Agricultural
Universities, 12 river valley projects, 5 fertilizer plants,
S Indisn Institute of Teshnology, and enginsering Collages
&nd the National Profuctivity Councils ameng others were
established. BSeveral thoussnds of Indian scimtists, engi~
neers, teachers were also trained in the U.S.A. Although the
total PL-480 funds swelled to an astromomigal figure of
Rs. 2B60 crores, the actual balance in the U.8, budget reached
Ra. 681 crores by tha and of Mareh 1974, Amrdtng to U.S.
estimates, the balanow with the Regsrwe Bank of India of the
U.5. account was Rs. 685 crores, and the remainder hed been
advanced as mm:.“

The U.S, accumuistions in India were broadlycf two
categoriess PL-480 and non-Pl-480 funds. These funds had
arisen from the deposits made by India for purdhase of agri-
cultural comnodities under U.S, Public Law-480. Non-Pl-480
funds had arisen from the repayments made by Indis on certain
developmant loans received earlier, were rapayable with int-
erest An rupges. Mdis had besn purchising wvheat and othex
sgricultural commodities from Americs under PL-$80 since
1957.2% The last agreement was signed in April 1971, T2

23v shagma, n. 16; pe 48,
23,




19687, India made paypent for such purchases entirely in
Fupees. Agraements concluded between 1967 and 1971, provided
for payments, partly in xupewp, and partly on long temm cm
dits, called "convertible local current eredits”.®$ a1l pay-
mentes on Pl-480 projects were deposited in the Unitad States
Diabursing Offices’s Accomt (USDO's aceount), in the Resarve
Bank of Indie. From the total deposits so made,' the U.S.
sarmarked funds for Aifferent purposes « loans and grants to
the Government of India, Cooley loms to Indien borrewess,
and expenditures for U.S. uses in sccordmce with the Spro-
portiony for differnt uses sgreed upon in the PL-480 Commo-
aity Agresments. Actusl disbursements wers then made by U.S.
feom time to time against Lhese earmarked funds. The PL-480
funds zzomq :lnm the USDO's accaunt from time to time were
also Asposited in the Ressfve Bank, snd were sarmarked for
Anexiean -un;a'.“

The consolidated picture of U.S. Sconomic Assistance
to India €411 June 30, 1973, is shown in the following table:

Table
| — mmwmmzmtzf =
__ Moy ___dollsrs  rates (milliem)
1. USAID mnm/mmim
Corpoxation Programnes
() Development grants .
ot repayable) 481.4 3450.5.
| mﬂ!um
;‘c» 3&!“3“0 l'l.r ?;. Pe 32.
28. lester B. Pearson, *Fartners in Dyve ’;_;'\..*.,'.; mm
of the Commission on In stional Development (New
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table cont...

Militon Rupes St gurrant*

Agency dollaxs rates (million)
) Loanz repayable
in xupes or dollars 133.9 1154.2
2. USAID Development loans N
(a) Repayadble in dollars 2847.8 19858.5
(b) Repayable in repeses 3503.5 ams.s

S. PL-480 Title T (grants
md loans repayadble

in zupees) 4495.0 3Mz.0
4. PL-480 Title IY {dona- |
tions not repaysbie)o* 824.4 8183.0

5. Emergency flood snd
famine relief grants _
not repayable 5.8 41.3

6. U.S., EXPORT/IMPORT
BANK 1OANS (repayable

in Sollars) 519,9 3899.2

T« WHNEAT LOAN OP 1953 189.7 11422.8

AR W AR e S T e U e W A A A SN g A AR M W e e e
TOTAL | $801.1 73508,3

Soures: Resepve Bank ef Tndis Bulletin, Decembar 1973,

458,

Notes * Ra. 7,80 par dollar.

*r Title 13X was discontimed in 1971 following
the Bangladeeh gtruggle for independence
by the Unitsd States
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Of all the problems that marred Indo.US relations, the

- one pelating to the final digposal of the FI~480 finds was

the most persistent. It had assumed ugly ovartenes iong be~
fore the emergente of the Bangladesh crisis or for that matter,
the tarmination of | eoncegsional food imports from the U.S,
undex PL-480 itself.

Apart from the various cooparation and assistance pro-
gramoe, the U.8. aleo provided non-projsct aid to India.
Indian industry put to work $ 132 million non-project assis-
tance Auring 1969-70. Through noneproject aid, United states
had fugnished India a large munbar of items of merehandise
and condtruction equipments, raw-matarials, spare parts other
necessities for agriculture, chemical and drug vitsl to the
pablie health eto. In Septenber 1970, thexrs was a significant
chenge in regulations governing U.S. loxns, ineluding aone
project gredits. Until then, the loans wers extended by the
U.8. Agency for Intemational Development (USAID), conly on
purchases in the United states. President Niwsn, in September
1970, decided that U.S. loan funds could henceforth be spent
for aif goods fyom a list of 90 lower income countries. The
1ist included all independent gountries which were not prohi.
bited by American law from receiving USAID assistance. It
meant that Indian firme gould bid on thwe same footing as
Amexican firms for USAID loan financed orders.2® A eonwoliga-




ted picture of non-pgoject loans to India by America is
presented in Appendix I.

Had foreign ald mot been avallable or besn avatlable
in much less a volume than hitherto has bacoms possible, more
resocurces could have been sllocated to agriculturasl sector,
Poreign aid, it has been argued, hal retarded the growth of
agricultural sector, by diverting the allocable rescurces to
fndugtyial sector and thus had Gnhanced ouxr dependente on
foreigy aid especially for our food yequirements.®’ It was
pointad out that foreign aid especislly under PL-480 of tha
V.S« had artificislly hwld down the price of whest in compas
rigen with other excps whose prices went much higher.2® That
Ple480 imports exercised a downward presgurs on £0od grain
prices may not be controverted. Hore allocation of resources
ty agriculture would have yielded better results than hithex-
to obtained. The basie questicn wan whether the country
could have founded ity economic develepment on agriculture.

The PL~480 aid in its indirect sffects wag Setrimental
to the seonomy, in the sense that it hmwa s social ecost,
Two indivect detrimental effects often cited are s (i) dls«

27. R, Shenoy, Jod
7 %!fll& Y#r.k:yis :

28,



incantive cffect on the Indian farmer to increase hig faxm
output, and (41) the infletionaxy influencs on the economy
created by the use of the PL~480 funds in the Indian egonomy
which are analogous to deficit financing. An expert commie
ttew appointed by the Covexnment of India, Mniastry of Pinance,
under the Chagrmanship of Dr. A.M. Khsrzo, in the year 1968,
to study the impast of PL.ASS on the Indian econdny was under-
stood to have coms to the conglusicon that "PL-480 tramsactions
could, in certain circumstanées, have an inflationary effect
on the monetary systen®.*” Desides it was spprehended that
the OGovernment could not resist the temptation of Smporting
substantial quantities of vheat under Pl~480 programes #ven
in the years of good harvest. The reason behind guch lmporty
u’mﬂ %o be that the rupes gounterpsrt funds created by
PL.480 imports were available for anmiag the camtry's
plans. Thus At was ¢clear that zmm was depended on othey
countries not only for her foreign sxchange requirements,' but
aled in respect of “"Tupes rescurces®.

If these fmported m tmm

axe not available, t Lm: ,

may have to face the d s of

ngggag bgg intaxnal taxation, o

er intemal regources.
au probability the ingidence of
uxauon L T uu.z to fall on the
:utal sector shich has been given
series of concessions like the
abnlitim of land revenus instesd

of mopping up the surplus
in the agtaegltuul sector, &

29  Ihe Economdc Times, Jwnuary 34, 1969, p. 4.
30, H, Laxmdinarsyan, The Small Farmers should be the
strategy Base, Yoisna, December 8, wss. p. 6.



Though PL-480 fmports wore avsilable on easy terms,
ssricus concemn had besn axpresyed because of natienal wvulner-
ability involved, besides the deep seated dlssatisfaction
with the inability of a primary agricultural countxy to pro-
fduce even the ninimoe requirements in zespect of food grains
for its population., The food policy of the Govermment of
India based on these suppliss was sghaken in its very founda~
tion. To guote Wafﬁwt Danfekar, "the eircumstances in
vhich this was made known and the manner in which the Covern~
ment of the coumtry rescted to this challenge, made it clear
beyond any shadow of doubt that the csuntry haf ¢eme to depend
on such food suppliss to the point of natiemal hustifation.
Thus, 1t seems has baen the most ewrtain of all the impacts
of food duports under PL-450 and it was all aghieved within
ten years of the signing of the £irst agreswent in August .
10880 31

The manifest of purposeful motive of U.3. to fulfill
its. economic and politiecal ebjectives is clearly visible in
its forxeign ald prograxmes o Infia. The Pl-480 food aid
undertaken by the U,5. though helped India to mwet its
emergency situation of famine and flood, it alsge had fts negae~
tive effects on the Indian economy. By 1968, almost all
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sconomists in the em;!y. irrespactive of political ideclogy
were sgreed on inflationary aspect of the funds. Prof. B.R.
‘ghenoy, nad shown that @iring the three-year pericd, 1964 ¢o
1967, Pl-480 deficit financing (monetisation of the special
securities of the Govermment of Indis, $n the custody vtt.hn
U.5. Disbursing Officer by RBI gredit, i.e. printed ccoey)
was larger than the ‘total deficit finansing by Re. 95 eretes.
In the absence of Pl-480 defigit finaneing the Central Goveme
ment budgsts Guring this period had shown sn aggregate Sefigit
of R, 764 crores. The extent of FL-480 deficit finaneing,

in this period, was of the magnitude of Rs. 859 crores. Total
money supply had increased by Rs. 1302 crores L.e. by 32 per-
cent, and prices had registered an anmual rise of 15.3 per-
cent. During the five yesr pariod 19676 o 1972-73 PL-480
Seticit financing comtributed 40 to 5O pereent, of ths total
udget degicits, 3

In 1968469, at the haight of s publie ont@ry againat
both the political blackmail shich Americs was doing and the
scontaie disastex, which it was biinging, PL-480 funds wers
“grozen® with REI, A tentakive agresmsnt was srzived at
between the Gmtnm of India and the V.5, atministration.
mdn'tbe tentative agresmant, a thres way divigion of the
sccumiiated funds were made, First, paxt of it namely Rs. 7%

PSS

shenoy, '!'m sig:ﬂ!iﬂmce of fore vaw Eaonow
3l Jeek) May 24, 19?2?!33.7&59 -




gxores was to be paid back in doilars, Bsecndly, Rs. 6715
¢Eores were to be set spart for U.S, smbassy in Indla. Thixe
aly, the remaining Rs, 1500 cpores was to be given as grants
to the Government of India for financing specified projects.
Tha point to be noted here is that the sorewment converted a
part, though amaller in amount, of the funds into dollsrs.
%o this extent, it was an additional burden on the meagre
foraign exchange rescurces of the countey. India's foreign
debt. servicing was sbove R, 700 crores a ysar approximately
“in 1969-70,33 |

According to the statement, mads in the Lok Sabha by
K.R. Gatiesh, the then Minister of State for Finance cn March
23, 1973, the total amount payable by Indta to the USA under
Pl~480 {as on Descember 331, 1972) was Rs. 2643 ¢xores. The
bresk up was as follows @
{a) Ple480 mpn lcans, sepayabls in rupees upto 201 A.D.
= Re. 1501 crores.
(b) tLoans repayable in rupses upto 1998 = Ry, 202 coroges.
{¢) PLe=480 convartidble loeal curkency axredity to the
Govexnment of India, repayable in dollacs by 2011 A.D,
. = Ra. 374 crores.
{4) U.5. tupee funds held in special securities at the

Reseyve Bank of India in New Dalhl, payable 4in gupses
1 Rs, 611 ﬂﬁm«.a‘

33,  A.P. Srinivasa mtthy, *India‘'s External Public Debt

Sexvicing Capecity®, Indian Eoonowlg Jouxnal, Vol.
18, 1963? Pe 201. y‘ ' !

84, Mmdia, Covt, of, Ministey of Pinance, &
1974~75, ppe 42343 .




The areas for which grants wers svailabls had benn
alctated by the USA. These were mainly family planning and
othex sieh non-priority fislds. Consistent sfforts to distort
‘the development plans were made., 7There was further lmpetus
to inflationary pressures which was already playing havoe nmé.h
the eacnoay,' and the living conditions of the people. The
afforts of pumping in Ra, 1500 ¢rores of monsy into none
productive £ields had been pointed cut in an editorial of
the Times of India in the following words & ‘

...m W& tormg for

:u.qui thias geantry's
PL-480 dﬁb B0 80 not mll\
apcord with the x oquimnts of .
this countey's eecnomy, not so
mch hecause these involve a
raanta! $ 100 million to the
United states in fereion exchange,
as begause xma-s for the
use of $ 900 million by Washingten
in the region. Mhis ﬂlnmt but
aggravate the inflationary
pressures which is amuﬂy preving
unbearable for the Indisn economy.
The same is true of the way the
remaining 5 2000 million age to e
used w&thin this eountry. 7The
grants to the Cove of India,
tok whatever purpose, mm io~

?onnt o gmmation of new
M‘?a!

The grant slement of 58 U.5, loana is given in Appn~
aix II. Most of the U,S5. loans to India were in the form of
long term and medium tarxm loans, and carried a high rate of
interwst, The 58 U.5. loans had on the whole » grant element

3s. Times o8 Indixn, (New Deihi), Zeptembur 21, 1973.



of 35,14 pertent and & loan slemant of $4.86 percent. Thers~
fore it is olearly evident that India feced a pressure cn her
!oui.qn exchange reperves as the losn element was more in

the tetal amount of assistence provided by the U.3. The
loans had %o be sexviced in foxeign curzency (generally, Mt
ragely in local gugrency, dapending on the agresment made),
thus becoming & Hiability te the Governmemt of India.

The charactes of U.5, aid is important and has to be
analyzed cagefully rather than the guantum of aid. ‘The major
PArt of the aia made availsble to Indfa had been tied to
specific projects and programmes, snd only a siner part has
been ayailable for the financing of gmmeral import roquinw
ments, nmmt on the other hand was demanded in conver-
tible currency (i.e. dollar). 7he use of such aid had not
been tiad to the exports which introduced an additional ele-
pent of hardness. |

A lion's shars of the total aid sxtended to India by
the U.8. has been in the form of project-tied ald, Duying
the period 1966-67 to 156869, a substantial share of aid
from United skates has been in the form of nen~-project
loans.

Table

~So.miidienl
cmm ijﬁ gem-ri rO~ msﬁég ﬁm'.-l% ~y ﬁa?wﬁ m-rzm
TeSohe 74,6  3B1.68  24.0  277.7 117.0 zzs.v

Sources The Banker, Jenuary 1970, p. €87,



~ This tremd continued and noneprojact suthorisations by
the USA also increaged more than four-and-a~half times to
Rs, 128 crores by 197576 % e debt refinancdng was assum-
ing greater proportions over the years snd there was an ince’
rease of abcut 65% from 1973-74 to 197475 (i.e. from Re. 22
erores to Rs, 34 crores), 5See Table below.

‘Table
{Re, crorey)
—— N—— —
Countey Project Nan-—vm-- Dabt Project Nan-?m- Debt
ject Refina~ jsct  Refina-
noing noing
UaSeAs - - - 24 8 91 34

sourges Cowpi.ud t‘tam Rcaﬁm Bank of mdia m 55 on
Curzency end Finance, 1974-75, p. 231

The project tied aid of the U.s5, refuceld the flexi~
bility of India in respect of the utilisation of sid. The
Columbia University study also highiighted the same fact and
obseyved that ",,.if the tying donar has not been a tradi-
tionally important trading partner of the regeipient, delay
may arise becawse of the need to locate appropriate new
suppliers and because of the unfaniliarity of the users of

36.  Reserve Bank of India, Repost
1976«77, p, 301.



capital equipment with new specifications. The disadvantages
have all prevailed in the case of U.¥, ioans to India for the
puréhase of capital equipment and hm therefore reluced the
value of aid., 3Indeed, considerable amounts of aid offered

by the AID have remained unused for subetantial period hecnun
of these Aifficulties.*>’

In the year 1964.65, utilisatich was very ¢lose to
authorigation mainly becsuse sithorisations from the U.S.A.
and A8 Indla Consortium were largely in the form of none
project aid, Similarly in the year 1974-75 utiligation has
been _wery close to authorisation bacause the ghare of project
a1d had come down from 63 percent in 1973+74 to 43 percent
in 1974.75,38

Mot only has project aid besn responsible for the fact
that aid utilisation was well below aif authorisation but it
also caused idle capagity in several industriesx. Project
tied ald 414 not peet India's mOst urgent needs of raguire-
ments &8 Manubhal ghah has pointed out that “"some of Indla's
industrisl capacity built up over a number of years st subs~
tantial cost has been under-utilised for went of fres forwiom
exchange to import essential raw matarials, components and
intermediate products. This has been, in part, responsible

1l e mﬂgt“

7.




for the slow rate of growth in some years of India's Third
Plan, Even imports of fertiliszers, o necessary for ing=
reasing agricultural prodix:tion had to be restricted by
India fox the sams Tesson with sdverse conseaguences on the
agricultural performance” R4

A large part of the 3id received by India was source
tied and the share of source tied ald varied from 77 per-
cent in the gecond Plan to 87 percent in the Third Plan.
The only loans which were untied were thoss of IBRD ind
IDA. Ald tied to the source Oor ¢ountry reduces the free-
dom of the receipient country to buy goods of right gquality
from the cheapsst gource. Since 77 percent of the external
aﬁaiatm utiliged by India was in the form of source
tied, the price paid for the purzhases of machinery equip-
ment, had been substantially higher than the intemational
prices., Michasl Kidron had estimated that *India is normally
paying anything between § and 15 pestent, sometimes as much
as 20 to 30 percent sbove the ruling prices for Ai8 suppo-
rted imports.*® The loans given by the Covernment of the
United States of America were comparatively gostly, ™if
the same gapds of the same' quality were purchased in othex

39. Mmmbhal Shaﬁ,

40.
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international markets India would be able to gecurs them at
prices varying from 30 percent to 40 percent less than the
Amepican p:ien";“

Most of the ﬁ;sg aid was xelated to “tying". Ald
tying fmposed many diffexent costs on aild received from
the 'unima States. India was required to pumhaad American
‘consultancy services under the U.s5, aid programme attached
with "stings®. And the American sonsultaney services to
India preparsd the blue print for development with thw
purchass of Amerigan equipment, machinery, industrial raw
materials, spares, eate, from the United States at prices
substeantially above those in the competitive integsnational
market prices. "It was a continuous process of drainage
of precious foreion exchange from India® A2

Under this disguised trading in the name of foreign
aid, the Americens took back about 80 percent of all U.35.
ald which it provided in the shape of grant ¢r loan to
mau.' India retained only 20 percent in its economy for
its development. It would not suffice to point out that
600,000 U.5. workers were amployed in the U.5. econony
directly or indirectly because of the demand for geods

41,  Columbia University Press, n. 38, p. 43.

42,  B.M. Wall, "Tied lomns: Costs and Problems®, an_sm
Journal of Comerce,No. 84, September 1970, p. 83y



and sepvices financed by American afid. Tying of shipping
end insursnce added further to such direct costs of the
ajd that India had to hear. Indias paid another 20 percent
in shipping and insurance, above the project costs. In-
Airect costs were less evident but not less sericus. The
utilisation of U.S. aid involved umnecessary imports for
"projeats of low priority® in which India had little or no
interest, This crested an adverse effect on both fomestic
consumption and export potential of India. It was the
common gomplaint that this kind of "strings® attached to
U.S. 8id to India, over and above political manipulation,
was no sid at all, It yeduced the value of ald far more
than a small margin :"3 This zesulted in unfavourable bala-
nce of trade for India, and gonsequently India was forced
to devalue its rupee in the spring season of 1966 at the
instance of the United States. This devaluation was acto-
mpanied by a major styeam of reforms of the import licens-
ing system, and f£iscal policy. As a result of deyvaluation,
"a large part of the $ 900 million aid offerad by the world
Bank - remained unutilized because the Government of India
could not relax the tight money policy that was them in
,‘;'Qma in India® ‘“ :

43,  B,N. Banerjes, W (DelMs Agar
Prakashan, 1977), p. 272. ’

“, Gunter Duke, "A14 plus trade®, W
qu 97, Dec. 3, 1971, pp. 181-184,
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The ¢hief motive behind America‘’s aid programme was
best explained by the Clay Committee Repert which stateds

Bach of our Presidents since foreign

aid began has repeatedly sxpressed

hs judgement that this assistance

is sssential to the national interssts

of the United st es and to the

curtailpent of aommniqt efforts in

all parts of the vozm. 43

It is obwiocux tharsfore that the U.8.A. was not
concered sbout the national interests of the receiplast
countzy but its swn. 3Jeeondly, assistance was not directed
towards the economie development of the receipient country
to relieve the misery of the developing nations, As one of
the former senicr sconomists of the Agency for Interna-
tional Development (AID), M,B, Chenary chseryed, *Ecenomie
assigtance is ona of the ingtrumenta of foreign policy that
is uged to prevent political and etcnomic eonditions fyom
deteriorating in countries where we valus the preservation
of the present government®.%® soth the project-ties ema
source~tind add liwited the affectivencsgs of agsigtance
to India by reducing economy and manceuveradbility of

foreiogn exchange was toe costly.

45, m Rl ttp thﬁn mm&lh‘d m Guatav
m{I ‘Qﬂt W a.2% 4 y 3

Ps 17w

45. H.B. Chenery and A.M.: mozu, N:Qim Asstatamc
ana Ecmem:l.c mchmn mey e 100 '




Indda and V.5 Co-opsration in privste enterprise
iz relatively insionificant when comparsd to the magnitudes
involved 4n the Covemment $o Govemnment programme. But
over the long run thiy relationship had considerable poten-
tial in view of the fact thet wost of the industzial ewper~
tise in U.5, was lodged in ﬁhé private gector. Further-
more, the U.8, involverent in Indian private emterprise was
not iimited to private U.S. companies. Part of the orienta~
tion of the U.5i public assistance was directed towards the
davelopment of the private sector in £h¢ Indian econamy
Unlike investments f¥om other countpies, the flow of U.S.
capital into and out of tha privata gestor in Indis inclye
ded substantial loan investoent from the U.5. Government
agentieg which in many ways effected the decisions of the
Us8. company investozs in developing countries. The table
fllugtrates the flow and status of the U.8. business investe
ments in Indian dusiness enterprises for selected years.

Table

"'*ﬁt W . ﬁ?ﬁ:“&

- 1!1-- ﬁ.n«-» Mweh 1955

UsSs

Total Ted T2 T8 7.8 14.8 10.1 45,4 32.3 .. 193.2
Private ) ' | |
diﬂﬁt 7.4 T2 7.6 7.8 .1‘;’5 -2.4 13.9 13.5 P3.1
Pxivate ‘ '

portfolls - - - = 0.7 0.3 6.8 6.2 1%5.9

official - . : -
portfolin -~ - - - 12.6 12.3 24.7 21,6 84.2

BOUTCe @oz:mmt of india, Econowic Survey, 1965~86,
Pesl.




The total eutstanding V.S. business investments
amounted to Rs. 193 creves of which Re. B4 crozes were from
offiaisl U.S. sources dn the fom of loans. The figures are
inelusive of the U.S. Government funds which were e¢hannelled
to state owned business enterprises, such as the Trombay
Fertiliser Project, Ancther important resource of the
private sector (ot included in the table) were the U.s,
Government loans to the Indian Government £or the purpose
of financing both gapital and raw material Swazta of
Andustry, The sionificant role of the U.8. Government
finaneiny of private enterprise in India was not limited to
the direct or indirect provisions of funds. The U.sS,
Agencies als¢ extended guarantees sand risk doverages which
the U.S. companies heavily relied upon. As of March 1965,
~ Ue8. investment in private business enufpzim in India
constituted about 30X of the total of abeut Rs. 936 creres.
T411 1959 the U.s, investments amamted to Rs. 67.7 crores
vhich ingreased to Rs. 193 croxes bY 1965, showing deminant
position Of U.S, 4n Mndla's foreign investments,®’

An jmportant characteristic of the U.S, investment
had besn the diversification from petrolium ¢o manufadture
ing. By 1968, the U.5. investment in petrolium were reduced

47, xndia, m:l.st:y of Pinance, Bconomig Survey, 196667,
pp. 51.52. ' ' ' :



to 27% of the total investments while investments in
manufacturing inoreased to 64% from 27% in 1956, The table
given below shows the growth of U.S. investment in various

segtor gince 1956,

Table
(Re. crores)

Plantations 0,1 0.1 Q.1 Ol
Mining Otl Q.1 - -
Manufactur S.nq 12.7 18,1} 89,0 123 po_
services 3.9 %7 6.2 17.8
Total 47.0  67.7 108.9 193.3
suuzéné Artiele on “rbiciqn Investmemts in India”,

R‘.._ﬂé%!!. Bank of Indig Bubletin, April 19686,

P, 541. -

Apart from petrolsum companies, financial institu- |
tions were already cperating in India prior to vorld War I1I,
The American companies aleo had interests in about five
jute companies. Since the influx of the U.S, companies
increased from 1967, there were about 180 manufacturing
ventures involving American equity participation, Of these
about 150 were opearating under the U.5, technical or licens.
ing agreemsnt.



According to ‘a study by the Reﬁm Bank of India,
total ioxéiqn business investment in the private sector,
excluding banking and insurance incressed to Rs. 12306
millfon in March 1967, as compared with Rs. 9950 million
in March 1965.%° The study revealed that the USA was the
major source of supply of capital during the two years
period ending March 1967 and accoounted for Rs. 950 million
or m: 40% of the total increase of rupees 2356 mdllien in
private foreign business 'ﬁmtstmcm. The share of the USA
which has incressed from 4.2% in 1949 to 21.5% in 1965
in¢xeased further to 25. 2% in 1961, tmraby mmying that
U.8. had eontrol over om-faurth ot privatc !otelgn
cap!.nl.“

This increasing trend was noticed in later yeaxs
also, U.S. investments in India rose from $ 281 million in
1968 to § 294 million in 1969. U.S, investments in the |
mutmtzuring 1.naustzua in India increased from §$ 132
mllfon in 1968 to § 143 million in 196950 A study en u.s.
| Dire#t Foreign Investments abroad, published by the Dap@rt-
ment of Commerce, revesled that the oversll earning ratio
of U.S. 1nwstmnts in India rose from 7.5% in 1968 to

48. Ind&t. « Of, B

April 1968, p. 456,
49, Ibid.
50. U.S. Department of Commerce, "Survey on Current

Business®, 1970, pe 705.



9.2% in 1969. Profitability in respect of U.S. investments
in the mamufacturing sector in India rose from 9.2% in |
1968 to 14.7% in 1969. India ranked among the few count~
ries along with Denmark, Switezerland, Germany, Panama where
U.8. profitability recorded a healthy upturn in 1969 as
compared to 1968, 51

Another study the U.S, Department of Commerce indica-
ted that the overall sarning rates of U,.S. Mwstmrms in
India rose from 9.9% in 1969 to 11,2% 4in 1970_53 In res-
pect of manufacturing infdustries in India, the rate of
retum for U.S. manufacturing industries was 14% which was
higher than the corresponding rates for Canada (55%),
Latin America (10.6%), Europe {12.1%), and Africa {(12.8%).
The overall earning rates of U.S, investments rose from
11.1% 4n 1970 £o 12.1% in 1971, The yates of return of
U.S. investments in different countries and industries
for 1970 and 1971 are given in Appendix IIX,

The state of affairs in India provided sufficient -
handle to people in Johnson administration to réap benefits
and turn the tide in their favour. One person who played
a major role during the period was U.S. Sscretary of Agri-

Besiness, 1671, p. TP



culture ORVILIE FREEMAN. The food aid sought by the Indian
Gopernment became the basis against which inrocads for U.S.
companies were made in Indls. The food aid of § S0 militon
loan was €0 be given provided fertilisers were brought from
United states., Even this assistance was not given in a
single agreement. It was made contigent that food supplies
from U.5. would be shipped on month to month basis, depend-
ing on compliance of tepms by India.

The fact is that certain companies too had a role in
the month to month shipment of food graine. During that
tize besides having to deal with the high handed claims
of Bachtel Consortium, the Indian Government had to deal
‘with standard oil of Indians Allied Chemical - all of them
wanting a guarantee free price and Atstribution offarket
for getting up their fertilizer concerns. However, a time
Imit wasl get for only those who sscured licenses before
the end of March 1967. Bven here a relaxation was being
pressed by the President of the World Bank.>® Not only
that, the Indian Government had also to assist to agree for
goncessions regarding crude petrolsum distribution. The
World Bank too was pressing upon the Indian ‘Government to
abandon the use of naptha - a pttrolm bf product which

53,  Zndian Express (Wew Delhi), 38 September, 1966,



Indis had fn abundance.3* It was stated that the two ol
producers of Mid East had approached the World Bank sbout
their problems in February 1965. This the Indian Govern-
ment had to give up her objective of handling all the dis-
tribution of fertiliser produced in the country and pricing
it as well. It was then that AID shipment was put on &
month to month besis until Indian Government let gtandard
Of Indlans to market the fertiliser itgelf st its own pri-
ces. Thils we have clear evidmmce of RAID officials miﬂng
closely with world Bank, and a group of o4l companies to
make a dent into the fertiliser industry in India, The
changes in the fertiliser industry was taking place even
when Food Corporation of India had the necessary capacity
to design at least two fertilizer plants a year, less
costly and involving consideradly less foreign exchange
and more guited to Indian condition.>®

The situation in India had reached quite a critical
stage. The proportion could be gsuged from a xeport in
TIMES (IONDON) 3

. cesothat starved of foreign

exchange to finances the imports

it needs, Indian industey is
coming to halt in many sectors.

84, Times of Indis, (New Delhi), 29th september 1986,
58 . Ihe Statesman (calcutta), 24 August 1966.



The continuing suspension of

American aid, especially that 240

million dollars pledged last year

for aid not tied to particular

projecta is the cause of this

shaxp breaking of the Indian

industrial sector, and all

indicationg are that the lapse

will not Dbe turned on again until

the Indian Prime Minister visits

washington.56

The policy of month to month shipment of food graing
by President Johnson -paita dividents. A numbsr of terms
sought by the U.S. Govegnment were concédad. It wds amn-
ounced by the Indian Petroleum and Chemicals Minister,
Hamayun Kabir that all ferlizer plants licensed upto 31
March 1961 would be ablt to set their own prices znd orga-
nize their distridbution network for a period of seven years.
The accomodative stance was duly taken notice of by the
watson Committee on staff Advisory Committee on Private -
Enterprises in Foreign Aid which commented that glimate in
India has impmwd.s’ The achievements of India were lauded
in a rveport brought out by U.S. Embassy in Delhi entitled,
INDIAN DEVELOPMENT AND ECONOMIC AID, reieased in December
1965, India wag succeasful in securing the fertiliser loan

worth $ 50 million,

56, (1) Timeg, 2 February 1966,
. (44) DAWN, 24 February 1986,

57,  New York Times, 27 December 1965,



The facts put in oxder helps in partially revealing
the attitude and stances of the U.S. administration towards
India. The smooth friendly relations at least on the sure
face level of the Kennedy years was no longer evident.
However, it 4id not ppan that the policy had completely
changed in the Jchnson administration. The policies puy~
sued were the game, except that they had assumed a much
more forth right character. The Neneer ©f humanitarism
and other friendly soft feslings said to be pursued in
U.S¢ policy in earlier years were cast aside for 3 more
pragmatic and matter of fact attitude. It can alge be
seen that the policies accrued sufﬁ{:imt di¢identls because
the conditions were quite congenial fé: American pol;lcy
makers. The critical times thé‘{: Indla was undergoing pro-
vided them the necaa#axy letway. Besides the aid and assis-
tance giving U.8, agencies were uﬁdérgoing gtructural
changes. Their gole 4n ﬁu:theriné the cause of U.3. comp-
anies were being defined mbu clearly.

American businessmen and industrialists were becom-
ing aware of the business cpportunities that were available
in Indis, and Indo-U.S. tyade investment India's growing
industrial base and her record in allowing repatriation of
_ profits and @ividends show that foreign investment in India



constituted an attractive proposition. A study of Indo-
U.§. collaboration showed that assists of such joint
ventures increased at an anmial growth rate of § percent
between 1966 and 1971, During the same period, the gross
xetumn on capital employed rose fxom 9 percent to 12 per-

cent, 88

New American private investments were mainly directed
to oil xefinerieg chemical and pharmaceutical industries,
and to mining and manufacturxing of at:at«jic raw materials.
sugvey conducted by Reserve Bank of India in 197475 reve
ealed that multinationals were keen on transferring tech-
nology wnder pure technical collaboration, i.e. to import
technology in the form of paténts, sophisticated machinery,
experts and technicians., For this yielded them high rate
of profit through royalties and technical fiees on a lm
rate of taxation, fixed rate of interest on loans and cge-
dits for imports of machinery and plant free of taxation
undey Indian Income Tax Act. Their licences were tied to
purchase of machinery plant and spares from the foreign
my - or its associates at high cost and exports were
restricted at certain companies so as to maintain the world
wids hold that the foreign company had,

Agein, a little ovér one-third of the subsidiarios
had besen able to gecurs 100 percent foreign ownership.'

$8.  Timeg of Indla (New Delhi), Nov. 11, 1974.



A list of somm V.S, subsidiaries show that most of them
had bsen able to gecure 100 percent ownership (ses Appen-
dix ™).

The most elaborate study of private ifnvestment in
India is that of Michael Kidron whose analysis leads to tiw
conclusion thet this type of investment imposes significant
costs - including balance of payments costs o the economy
while its benefits in the form of transfer of technical
know-how are much smallex than it is believed. MNichael xia;
ren for instante aauzbated} that during 194881, foreign
investors have taken out of the contry's general currency
ragerves three times move than what they have directly
contributed, 59

some of the profit figures which came up during the
course of dedate in Indian Parliament revealed the inotme
ous amtunt of profli ts which the multinaticnals had apassed
in their énterprises in India. In a session in the Indian
Parlisment, aone questions were ralised regarding the assets
of multinationals in India, Figures that wers quoted and
cited in these %bﬁt&a showed a great disparity between the

——

59, Reported in 2 {New Delhi), 7 April 1988.
| Also in V.N. Balasu :mnyn 'reniqnmumaration
in xﬂ&‘ﬂ Indu‘“ g penShas. &) { FORAY

27 November 1971, 90 M=159.
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investment capital of these pultinastionals and the profits
that they, in tuzn got from the host country i.e. India.

In the drug industry, Abbot Laboratories, Glaxo
Labogatories and Fertilizers lk4., with insignificant
initial investment from abroad, have made fabuleus profits
which they have sent back to their country @t uuliud. to
uild up their assets Q::thet in India. Abbét with initial
investment of Ra. 1 lakh had repatriated Rs. 22.68 lakhs 4n
1970 snd same Sn 197) and had amassed asgets worth Rs, §
croxes. Glaxo with an investment Of Ra. 1.5 lakha had
asgets worth Rs. 68 crores in the country. In the same
way, Pfizer 1td., with an investment of Rg, 5 lakhs hzd
asgets worth 52 ¢rores in the gountyxy. Coca Cola invested
Rg. 66 lakhs of capital and had taken out Rs, 7 crores and

uilt up an asset of nearly Rs. 6.5 c:oru.so

Another method of incurring profit was by claiming
huge desduction in the name of head office expenses, and
undey-invoicing of exp&ia_.* study mdum by Revenue
Department of the Finance Ministry disclosed that such
deduction ‘claims reached upto 78 percent of profits in
cage of the well Enown internstional data processing com-.
pany - Intermational Business Machine (.ngI). | The gompany

6o, Indisg, W sSaries 8, Vol., XXV, No.
30, 2 April 1973, Col. 306.
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itgels cam forwvard with a voluntary a:mlmun thar.
thers was an excess claim on account of Head Office expm-
ses, to the extent of § 450,000,5}

The above £acts have been further corroborsted by
the thited states Supreme Court, It gave permigsion ¢o
India, Iran and Philippines to sue eix U.S. 4rug manufac-
tures -« Pfizer Incorporation, Amarican Cynamid Company
Briastol Mayers C., Squibdh Corporation, Olin Corporation,
and Upjohn Corporation for charging excessively high prices
for amtibiotics sold in thess countries.®?

A study of 159 maltinationals in six developing
countries by Paul Sireeton and S. Iall has shown that in
91 percent of the companies, the balance of payment benefit
to the hogt.countries was in the negative. With regard
to India, of the 53 companies examined, 48 had negative
jmpact on balenca of paymenta. The reason for this was the
low inflow of capital and large cutflow e account of
imports, zoyalties, divtdeﬁﬂs and head office paymta.m |

U, S, Tpade With Indis

Indla's trafe relations with the United states had

61.  Idis, m@_%%, Public Accounts Committee,
176th Report:; Appe IY. .
62. Newsg itm in Wﬂ {Rew MM’D 24 Jan‘1979.

63. India, \bates, Series 8, Vol. IX, No. 25,
15 April 1976, Col. 406,
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‘always been important both qualitatively and quantitatively.
The Amsrican economy had been importing over the yeaxs,
large quantisies of India's traditional experts. Thus it
had been a pajor customer for Indian jute goods, tea,
cashew and cotton mw.n._ In the 1960's, whan the Indian
mmmﬁr diversified the production and mottp, United
states had been importing sn recent vears a wider range of
goods from India including merine products, sugsr, precicus
and gepi-precious stones ~ mﬁaa amd unworked, and other
works of art atc. Tha table in Appendix IV gives the dire~
ctim of imports and exports by India since 1938 and

onwards.

In 156768, India's tﬁ:ﬁaxt to U.S, was Re. 2,083
rdllion and imports Rs. 7,715 million. Bt food imports
and importa under project sid accourted for more than two-
thirds of the total imports. an strict commercial terms,
Inéis had small surplus with the United States. India's
imports from the United States had been growing faster than
its exports from 1956-72. Barring the Korean War boom and
similar excoptional a&muiuﬂanau. Indian exports were
arownd Rs. 1,000 million until 1960-61, They began to rise
thereafter and reached Ra, 1,450 in 1964-65. Then until
the year 1568 u’pott/u steadily declined, In 196869,
Indian exports underwent an overall growth. mpom £rom



the V.5, on 'th_e other hand almost doubled during 1956-62,
reaching an amnual rate of Rs. 2,500 millien. By 1967+88,
total isports from the U.S. were Rs. 7,900 million &n post
devaiuation fimyes (or Rs. 4,800 in pre devaluation fig-
ures). India was one of the few "billion dollar markets®
of the nited states.5d

The composition of India’a trade with the U.%. had
also undergone significant changes in the period under
consideration (1960.68). 1Indla diversified ita ewport
bagket and a nusber of engineering items foumd epenings
in the American market. In imports, cersals and fertili-
sers wese the most dominant ftems. Imports of ceresls as
well as fertilisers remained around R:. 1."‘@06 million ann-
mny and rose a.igniﬁcanuy in the 1atux ynu 55

A disturbing feature of India's trade with the U.S,
was that out of its total exports of Rs. 276 crores to the
latter in 1972-73, jute manufactures accounted for as much
as Re. 98 oroxes. Considering the fact thst jute profucts
were under continuous pressure from synthetie substitutes,
this dependence becams particularly a’luud.ng.“ Moreover,

-

6%,  M.P. Narayana puuz. *India in 38 Fix", g_gg_gg_gm
Economic Reyiey, Vol. IXIV, No. 28, June 19, )

Pp. 162-163.



Tndia's own lmports from the USh was not only the lazgest
£rom any country but was also eppreciably dynamic both in
véolm and tm@e. Apart fyom its reliance on U.S. wheat 4s
£iller imports during years of scarcity,’ Indis had to reckon
with the fact that it was regularly dependent on the U.S.
for part of its requirements of rew cottom, iﬁiﬁze oﬂs.'
chemicals and fertiligsers, ircn and steel, copper and

cther nén-ferrous metals, electrical or other machinery and
tzansport equiprent .

In 1973-’73. the mszy 8 twax imports from the
’0.3. mmted to Rs. 225 crores and although this was Re.
51 oroxes 1ess than s.fzs exports to the U.3, in that yaat«
its balance of trade with the U,3., becams a problem in the
later years as its requitements of imports grew diversified
in the period of the Pifth Plan. Mdia‘'s nesd to precuve
more suppliétﬁf znduatxia}. raw-materials and capitsl QOOGI
from the vnieéd ‘Btates ineressed., The U.5. accounted for
13 percent of Indlian formign trade turnover in 1972.73,
India zanked twentyegixth ameng the trading psrtners of
the United States, the conclusion being inescapable » there
was sobstantisl scops for improvement of India's position
in the u.s market .7

67, A. Hartharm, “mt’h Asia Swallows its Pride,
) e s by AN L Vﬁl. Bﬁ; mq




- The unusual trade surplus India enjoyed during fis«
eal 1973, reverted to a sizable deficit for the fiscal
year, &ve mainly to large imperts of high priced foodgrains,
fertilia®rs, steel and petrodeum. The United States was
banefitting from Yndia’s sgtrong need for imported goods,-
services and technology. Whils total U.5. exports declined
with the sharp fall 4n V.S, bilateral aid, U.s. aportsa not
financed by aid rose from § 146 millien 4n 1971-72 to
$219 million 4n 19572«73. Among the more promising export
categories for U.S. manufactuxes were power generstion
equipment, textile mechinery and equipment, and waste Ais-
posal equipment. |

In fiscal y®ar 1974, (April 1974-Mareh 1975),
Indian exporte werg abeout U.5. $§ 5.5 million, of ¥hich
american share was 16%,. Exports tetalled U.S, § & million
{the U.s. shars was 11%. India wes congidered a good mar-
ket for specialised machinery, raw materials and cpaiating
supplies required for production of Indian exports, deve-
lopment of iron ope and other natural rescurees, construc-
tion of facilities to exploit off shore oil fields ete.
Indian exports to the U.S. during April~Novemwber 1975,
amounted ts Re. 2,950 millton (U.5. § 333.33 million),
vhile imports for the same period were placed at Rs. 6,744
million. Whils there hasd heen gonsiderable growth in trade,



ndia's adverse trade balance with the U.5, was attaduy
g:m 58

Indo-Us trade reached a level of § 1845 millien dur-
ing 1976 with India's export limited to $ 710 millicn, an
increase of 29.5 percent snd United States exports rising
to $ 135 millicn, a decrease of 12.2 percent. The trade
balance for 1978 was $ 425 againgt India. T\ﬁs it can de
seen that the volume of India’s eports to the United states
had risen in quantitstive texms but in terms of its ghare in
the total American imports it had fallen cospared for the
three years $.e0. 1974«76, The table given below indicates
the Indo-American trade position on a calendar year basis.

[
Calender oarts to ﬂ%&: from 23‘;‘3&3:2'
' UeS.A. ' UaS-&n
1970 $ 298 $ 572 «~319
1971 $ 329 $ 648 - 73-3
1572 $ 437 $ 350 +17
1973 $ 437 $ 827 «90
1974 $ 560 $ 760 «200
1975  § 8548 $ 1390 ~142
1976 $ 710 $ 1135 ~425
Source:s Government of Indla, Dapgrtment of B X

Foreign Trade, 19?5-.11. ps 310,

66. Ae Rauhum. "mtt:l.ng the Apron strings®, %LB; -
s VO1. 93, No. 27, auly '
1976, p. 67.
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" The United states foreign trade with India had a
namber of haimful effects on the Indian ecoubmyJ: The iaxge
scale tying of aia with purahasea from hmerica ‘played a
major role in dhanging the dizection of trade. Source tied
aid led to tzade dive:sian even thcngh total trade 1nc:¢asaﬂ:
hut this tzade Give:aicn 1nvolved a ahift from lower cost
to higher cost- sources of impm:ts fot India. The source
tied abaiactat'éf U.5. foreign aid has been to a great |
extent, a cauge for distortions or dislocations of India‘s
foreign trade., Rfestzictio'ns on ptmremeﬁﬁ divegrted the
expenditure of xpaian nationals towards the goods and ser-
vices Of the donor country,in U.S. As a fesult, efforts
by India to improve the competitiveness of its products
‘and services was considerably teduced. In short, it att-
empted to promote exports through trade Alversion. Accorde
ing to John Pineg;g, ) “the most important motive for tying
is often the donor's desire to penetrate the receipiefts mar-
ket in order to create long-term trade tiee.*®® 1n the
words of Little and Clifford, ald tying Yaffegts the cost .
of mid to the extent that it enables £irms situated in the
donor gountry to sell theix goods overseas at prices which
they would not be able to obtain except under financed

69. John Pincus, Trad

%d the Poor Nat ong
1968), Pe 78.

‘rrineice”aalla Englewood Cliffs,



ewtzactn".m Speaking about the commercial motive in
typing and, the atudy conducted by Freedman and others
says, "much aid is however, tied for very daﬂnita Commer -
cial gzeasons. EXIM Bank losns have, of course, always
been tied, that 'Bank' with its clear legislative mandate to
promote n.é, exports has never bsen eémpowered to grant
loans in other form, Even the aid administered by the

US AID, which is tied primarily for balance of payments
ty&m'. is to a large extent on commersaial grounds® ;71
George D, Voods, former President of the world Bank, said,
"to the extent that (foreign aid) is tied, it represents
help for the sxporters in the donor country.... Some denor
countries have made it clear that they see dsvelopment fin-
ance as nothing more than disguised subsidy for their

memn" 72

Beonogic assistance and investment programmes served
as a good leverage for U.S. to expand fts horizon of exports
to India., 1In 1968, Henry H. Jowler, who was the geacretary
of U.5., Treasury, wrote to the President in the following
tormss

70* x'QMlDQ Little and J.M. Gli!ﬂcrdoW&g
{london; George Allen and Unwin Ltd., 196§5),
Pp. 62-83,

7.  Zhe Guagdian, 1 Auguest 1967,

72. George D. Woods, M%mem
A__m_gg_g_i_m._g_?gg \Columbias Columbis Univezs!.ty
 Pre

ress, April 1967), p. 4.




some of the most important
by-products of economic assistance
are trading benefits arising from
the development and growth of
viable economies abroad, wWe trade

~and pro together, our tied
bilateral economic assistance,
which transfers real resocurces,
has the effect of facilitating

the introduction of American
goods and gervices to these forsion
markets, In distant areas
parchases of capital goods, often
bought to last for a 1ife time,
provide a contining intfoduction
of the product names of our
factories to foreign buyars....
Ia 1969, we must concentrate on
developing follow up sales after
these early “Calling Cards" have
been dslivered.Iindustgy, assisted
1£f need be by government, must

- expand upon the sxport opportunities
created by our economic assistance.
This will require a substained and
positive programme. The Commerce
Dapartment has ¢o-operated with
AID in seeking ways to maximise
V.8, gommercial export following
gpon the foreign assigtance
progranme .73

The atatanenta' made by all these writers and autho-
rities confirm the notion that foreign aid was used for the
purpose of export promotion, and improving the balance of
payment position of the donor country. It would be quiet
clear from the following table that the source tied ald

73, WWW& “Maintaining the
Strength Of the U. 8. Dollay in a strong Free World

Economy, (washington D.C., December 1968}, p.
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Country Tmports Exports Balance  IspOrts g% Balance Imports n%m
U.S.A. 327.56 102,53 <-225.03 467.22 237.97 =229.25 729,05 375.79 «353.30
W. Germany 122.52  19.87 w102.65 B4.48  29.89  =854.55 306.87 105.43 =210.44
Canada 19.86  17.62 -2.2¢  74.87 26,33  -38.54 130,42  44.04  -86.37
Japean $0.78  35.27 25,51  67.41 179.36 +111.95 453.47 295,25 ~158.22
U.K. 217.15  172.48  -44,68 102.59 165.07  462.48 213.40 307.00  +93.61
U.S.S.R. 15.87  28.81  +12.94 171.53  176.37 +5.04 402.49 418,17  +15.68

source: Ioreian Trade Review, Vel. IIXI, No. 4, January-March 1976, p. 398.



that was made available to India by U.S. resulted in
increasing trade, U.S.A. was able to increase its exports
to India mainly bepause of its source tied aid. At the
same time, vestrictions were also imposed on the import of
goods f£rom India, That is why India had an adverse balance
of trade, and foreign exchange firoblems with America.

Infia's. foreign trade has been directly affectsd by
the massive utilization of foreign aid. The direction of
Indisn fmports had been grestly influenced by it. There
was a substantial increase in upoits to India which was
closely related to the authorisation of foreign aid. The
U.9. provided aubstmﬁal aid and the propoxtion of aid
authorized by U.S. to total imports had besn very high

(3‘. table).

Oount;x‘iea : Percentage
Ue8484R, T4.5
U.8.,A, - 5302
Canads ' 50.6
Now Zealand 18.0
West Germany ‘ 17.0
Norway 8,0
australia 7.6
UK. , | 8.7
Japan 4.7
source: Btpin Bihari, F : aqn Add (Bombayi

vora & co., 1968}, p. 99,



The increasing dependance on foreign aid led to
increasing external debt for India. The burden of repay~
mant became heavier svery year, and a number of loans which
ware due for repaymsnt, ama to the strain. Payments on
foraign loans not only constituted a real dsduction f£rom
the national income but also rendered the balance of pay~
ments position vulnerable India‘s debt burden was increasing
year after year. The burden of debt in 196162 was only
Rs« 143 oxores, It rose to Rs. 333 crores in 195'7%3.
and in 197475, 4t amounted to Rs. 626 crores. Table shows
the fantastic increase in India‘'s external debt obligatioms
from first plan period to 1975-76.

Table
- (Rs. cyores)

Period Amoxtiaattan Intemci: Total debt
S paym servicing
irat Plan 10.5 13.3 23.8
Third Plan | 305.6 237.0 542.8
196667 | 159.7 114.8 274.5
196768 210.7 < 132.3 333.0
1968-69 236.2 138,8 375.0
1969+70 : ' 268.5 144.0 412.5
1970-71 | 269,85 160,5 450,0
197172 2993 180,0 479,3
1972-73 - 327.0 180.4  507.4
1973474 - 399.9 195,9 595.8
1974-75 41150 215.0 826.0
1975-~76 470.0 230,0 700,0

Sourcer Complied from data pubilshed 1n mmgaagmz.
Governnent of Indie, 1975-76, pp. 305306,



The servicing of external debt had a short term as
well as 8 long term aspect. In the short run, the burden
of servieing can be measured by the share of export earnings
absorbed by service payments., This is referred as the debt
sorvice rdtio. As India yeceived morxe and mors of aid in
ths form of losns, rather than grants, the burden of the
service charges on her balance of payments went on tncrea-
sing. The deterioration in trade balance was wholly due to
a sharp deterioration of 27 pexcent in India's terms of
trade. This was in turn the consequence of a sharp increase
in {mport prices. India's repayment obligations irposed a
tremendous burden on the Indian economy. Repayment burden
a3 a proportion of foreign exchange was steadily increasing
and had reached 29,8 percent in 1971-72. Appendix V indi~
cates the ghare of export earnings absorbed by debt ser-

vices,

Thus the view which has been propagated that United
States 414 not heed to less developed comtries and India
in particulax is borne out by facts. The snalysis asbove
shows that it was in U.S. interest have an active participa-
tion in the development and well-being of these nations,
The fear of India passing into Soviet sphere of influence
was ever present. Therefors, though in the initial years,
U.8, policy franers wers bothersd about Euyopean reconstru-~
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ction but in the later years, the states of Thixd World -
India being no exception engaged their attantion. All
their Roreion Ald/Assistance, Private Investment and trade
prograns as well as policies are an indicator in that
ditection.

L4 2 ]



CHAPTER = IV
INDIA'S DEMANDS AND ATTITUDE



Ferhape colauring the Amexican foreign policy as an
fmposition on the newly independent countries would give us &
misguided pleture. Notwithstanding the svarensss mnong sueh
gountries that the driving motive benind undertaking of
Amarican economic forsign pelisy is their own national inter~
est, thare had been certailn rompulsions which persuadad them
to demand U.8. ald and investments. In order to get a comper-
hensive picture we ghall look at the ceditions prevailing
in Indis and her attfituds towards trade, 3id snd investmnt
with the United states.

Indis as & newly independant countcy was confronted
with the problem of shortage of foreign axchanoe. The money
for investment purptsss as well as wanagerial and technical
know how was acutely nesfed. It had the compulsions to invite
foreign capital and seak foreign aid/assistancs to achieve
rapid soonomice growth. Having suffersd the hasards of
foreign capital, the interim national Government of India
had decided to svoid the same story agadn. In the resolution
of Indian Nationsl Congress, it was lsid down that foreign
capital had resulted "in the acquisition of control over
India’s economic and political life which has both, warped and
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retarded national amlapmt* 1 oge took the decision
that

gooils m&ch the coumntry cannok

gﬂw&w: pregent but should be

ition to produce later en

should gontinue to be inmported

from other comicies rather than

Jocal manufactures should be

stazted or expanded by fereion

firms. In the course of time it

wili be possible to restrict or

discontinue foreign imports but

forelgn wested interests once

- graated tgum be difficult o

dislodge. | |

Evean the buginegs groaup in India were aware of the
need for a national governmant, and economic frsedom for fure
thex growth. In the Bombay Plan for the Economie Development
of India (1944), the signatoriss of which ineluded leading
fndustrialisty like J.R.D. Tata, G.D, Bizla amd Purughottam-
das Thakurdss, sgreed that forelgn capital had created vested
intersst that was itaicil to the development of Indisn egonomy
and society, They also suggested that any further influx of
foreign capital should be discouraged and attempts mu!_.d be
made to expel existing foxeign capital in crucial sectors by
& schene of namzuaum in independent mﬁim while argu-
ing that gim the murmm conditions of the Indien

economy, some foraign capital was necessary. They emphasised

1. Pﬁﬁml m ’ﬁ giom _Iny ment 4‘ i SNOAL
Oxford> mtmd 5y Press, 1985), pp. 6589,

2. C Ibi4,




that this was to be done through the medistion of the State,
80 as to utilize its far greater powex of sbsorption without
suecunbing to domination of a foreigm power. The national |
state should be using the greater dapacity to raise finmnces
smd try to develop indiginecus basic inSustries so as to
reduce depedence on foreign f£insnce for capital goods.’

Though the initial attitude was of little wncouragecent
to forsign capital, but the events conspired to change the
offioial attitude, The loss of "food marketing areas” to
Pakistan meds the isport of grain on a large scale necessaty.
Other consumer imports soardd as demands were relissed after
the war. Something urgent was to be done to shayt the Indian
industry moving, lest political and social chaos engulfed
the countyy. |

The 81€ficulty that presented itself in tho rapid
Sndustrialisation programme was the lack of cspital goods
vhich could be chtained lazgely from the United States. The
Indian Govexnment explenstion about the non-svailasbility of
the necessary supplies was, hesvy demand ¢n U.S. resources
under the Eurepean fecovery program, and India's meagre
dollar reserves. But in fact the main reasom was that Indian

e

3. A mkbozjn. “Yundian Capitalist Class and Congress
m mtimal ?hnninq ana mmu etor 1930-47",
yoryes . 2 September w‘!Bo
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officials and buginsssmen had been rebuffed when they tried
to buy machinery in the American market,

The Econosic Policy of India since 1951, was aimed
at making the countzy eccnomically viable. Ity policy was to
make the ctuntry's economy more self-reliant in s shorter
pericd. Thie meant, in rzeturn that India cowplied largely
for its needs in food, essentisl raw mmterials, mnd capital
goods, in a self-sufficient menner.® 1n the absence of
sufficient foreign exchange tescurces, these fmports had to.
be arzanged against foreiogn credity. Thus reliande was
placed on the construction of a variety of forsigmebaged
projects on & turnkey basis. A nuwber of such prejects wers
launched 4n-the Second Plan, both in the public and the pri-
vate sectors. The necessity to go along with this particuler
aid as a routs, was, howevexr, of a mtut&vﬂr Qhoxt. &am«»
tion. It was ragarded as s passing phase., But in m:u of
time it grew into s near unshakable habis.® |

The flew of private foreign investment continued, though
it trickled down for a ghoet pericod only. As figures Gomplled
by Ressrve Bank of Infia indicated that in 1982, the ahm of

& HoD, MV‘ &o :V “
- (New

-



- 118 -

Hn&e.cd Kingdom wea 3,3 parcent snd that o! Vu8:As 24.6 poT~
cent.5 For quite some time, the policy ef foreign nvestor
was.m of "wait and see®, The situation in India was one
of turmoil-the aftemath of Chinese invasien, the peliticel
uncertainities about the successox to Xehru, Indta‘s acuts
foreign exchange wcmm. shortfall in ﬂxa mqnt.g of ‘!hiti
Five Year Plan, the imposition of the super mtm tax .iu
1963 budget, made the investors a bit apprehsnsive.

The Indian policy wax made Xnown to the foreign inves-
tors that Indisn Covernmimt wan willing to open its doors
wider to foreign capital not only in the private seetor bdut
also in the publie seetor ~ the conditicn being that the
investment ghould £it into the framework ef India's Pive Year
Plan and should not place burden on the precarisus balance of
payment ummm; Though certain industries were to be
ept out of pesdh from the foreign capital (PLARTATION INDUS-
TRIES, TRADING AND COMMERCIAL ACTIVITIES, BANKING AND INSU-
RANCE) . On the other hand, in & large numbex of industries
foreign capital would be welceme, especially those involving
technical Wnow how,, It was alse wade clear to U.S.A. that
Goverarent of ?I_ndh hes always adoptsd a .-p:awué sttitude
as opposed to a dogmatic one. The c¢ontinuing shortage of
forsign exchangs and compelling need cu the part of the
Indian Goverament to go shead with its development plans had

6.  India, lok sabha Debates, ? Merch 1963, p, 2691,
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forced ity hands to grant concessions ¢o prévate sector « in
return for foreign exchange and technical inow-how, zecuired
- to implement technical knw-howﬁ

The £ixst suspmsion of U.S. economic ald in 1965,
which formed s mejor component of all foreign and flow, st
the time of armed conflict with Pakistan, sroused a strong
?mtmm: in favour of salf-yeliance, in the strategy of
economic development. The clear need £m=i~ batter utilisstion
of existing capacities in squipment and machine making sector
which had coms up by this time exercised its owm influence in
favour of greater indigenvus content for new projects and
programmes. The high cost of foreign credits and turkey
jobs called for a sericus exploration of the ways and mtans
to promote Indian talent and skills 4in engineering, dasign-
ing and consultancy. A selective approach to the import of
technology was adopted with & view to muximise the use of
indigenous equipment and machinery. The outgight purchase of
process knowshow from abroad was prefexred over impezt of
technology £rom abm. mainly from Ameri¢a,

xndia'é recuest for military sid was made Just aftey
the Chinese attack in the auvtumn of 1983. Sesldes the grant
which were expected to work out at $ 300 million in fiwe

7. venkatagubbiah, n. 5, p. 1%,
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years preecing 1969, the American Government sgreed to
provide annual credit of § 50 millien for precurememt of
supplies by the Indfsn Defence Ministry. This credit was for
purchases of hardvare from Amerdcen private firms.®

India planned %O erxect six crainance faotories with
the Twlp of U.S. sssistanes. Agreemnts were also signed
for U.S. assistance £ India's first mclasr power plant, to
be set n'p at mms:b At the Aid Indfa Consertium mmmq.
in May 1964, the U.S,. p}.«dm $ 4435 ntulm. the same level
of aid that was grantad m the previous two years. Amerisan
Government pledges for 1954-6S, in the £irst four years of
India’s Thitd Plan, added upto $ 1850 million. Indisn agres-
ments with the U.5. under Public Law 480, covered commodities
about Rs. 11,840 million ¢111 Janusry 31, 1964, of which abeut
Rss 11,640 million had Accxwa 4 salep procests. ThePl-480
agresment shich mimd on Jue 30. 1984 covered 16 mililon
metric tons of wheat and & million tons of rice. India awked
for ancthex PI~480 agresment fcr supply of f0od grains in
view of failures on the food front for three gonsesutive
waw-.g

India realiged that the agricultursl sector must be
reorganised by introducing naw cyops and “mxmc A deve-
loping agriculture would pelcase labour and provide zaw

Far } : Beonomic Review ‘MMLr July S, 1964,
vel. XItV, m. 2, p. 64,

8.




materials for induatyrial development. Algd, becangs of its
relative size agrieniture in early stages of development
would introduce & major proportion for expanded industriasl
outputs The food market was a major sousees of inflation,
becauss of a larzger share of total consumer expenditure. In
these circumstances, food Assistance from abroad and primarily
fxom the United states offered a major means of restraining
prices. The foreign exthange shich would have been spent on
food imports went for capital goods and raw materiasls needed
for Indts’s industrisl development. Thus the Gresn Révolutien
with the major contribution and assistance fxm the United
gtates took hold in the 1950's causing temperaxy jsprovement
in food defi¢it gituation in India, Thus the gap between
production and consumption was zeduced congiderably. But it
4id not elemingts the growkh of populatien. 5S¢ there was &
lag in the agricultural development and the population
explosion. |

The PL-480 aid played a vital role in providing food
requirements for the Sevelopmmt of Indis’s egonomy oo com-
ceasionel terms. Indis was benefitted for the concessional
assigtance to zeduce her needed food imports d to save
foreign exchange for her socd al, sconemic and fndustrial
development over two decadas. Eigntypercent (80X) of the
 rescurces employed in India's econemic development came from
Indla hexself. Foreign aid accounted for the renaindex 20



wzemt, Of thig 20 percent, the United states provma‘
86.8 pumt of al}l !mim AID utilized hy mﬁxa.

Thers were a few nmﬁw aspects of foreign aid teo
which ought to be mantioned here. It had been suggested
that PL~480 was respousible for the neay sbeence of fiseal
Mavipline in the econtry. Xince large funds were available
from the sale of this ald progresme for balsncing the budget
year after year, the Indisn Governnmant wirtually lost the
habit of putting sy 1imit on its (non-developownt expendi-
ture, so much go that it persisted in its ways even after the
PL~480 programms was terménated in 1971, Since then, the
Covernment of India painfully resorted to deficit financing
o 8 frightening sesle. |

The food received by India under PI-480 was at the
ht.qh. subsidized prices in the p:mm U8, market, shiich
was higher than the priges at which it ¢ould be brought from
the intemational marxket. No goncession wes shown to Indis
in the mattar of prises, md the food had to ba ghipped in
U.S. ships for which Indis had to pay in dollaxs. Gunnat
HMyrdal had said that it would be mare realistic to call
PL~480 food ald ss Americmn "national agricultural aid,
instead of as foreign aid®.!' The economic erisis of the

10, K8+ Raj, ”91” or No P’s&“? E ¢ ' )
Heekly, Special Rumbex, July 1968, ps 100%1.

3:10 Gunnat Hy’d‘l; S8 L8008
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1970's had led to a disturbing sitmation. There was no #oom
for acmplacency in the face of sgonemic difficulties mnd
situation scargitien. |

T™he blig dome of foreign sid which had gtarted in
1963-84, coineided with the spell of economfc stagnavion in
the same period. Experience had shown that foreion aid
solved the problem of payment exisis only temporarily but
aggravatad it later. This was more so vhean aid was fncress.
ingly scught, ntk o haild permnent sssets but for current
consunption. The pisshief was done by the so called none
project aid, The actual idea behind nonsproject add was to
finance the import of spares and gopponents ifnstead of tomplete
plants. This had becors nedessary sftey the machine-~building
industry started coming up 4n India. But in practiece the
oongept of non-projest aid was distorted. It was used to
finance maintenance imports, which ~want in for the preduction
of ourrent gonsumption mia mogtly non-gugential itens,

The foreign aid that India peceived from the United
States wes available mestly for huylng capital sguipment for
vaxious projects. A small amami was avaliable in case of
articles such as gteel and fertilisers. Foodgorains (mostly
wheat) and some quantities of rawecution wers inportad under
Avezicsn PL-480 assistance {(as aleo some milo and maice).
The rest India had to buy out of its own sarnings from foreign
©ichenge, The incresse was not very fast as much of Tndia's
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production of semi~menufactures and menufagtured goods were
barely sufficient to meet the pising domestic mmm;..“

Under the Cooley smendment to PL-480, 25% of local
guxrency ptogesds of the sales of miﬁm agricultural
commodities were being wade available for lending in the
privats gsctor to firms in India which had connections with
U.S. anterpriges, By January 31, 1964, sbmat Rs. 614 nillion
had begone availsble to the Cooley Fund, and of this amount |
Rae 323 million had besn mliogated to 24 enterprises. Firms
which received more than Re. 10 milliitn fiyom the Cooley Fund
waye 3 Coyomandel Fertilizersg I£4. (Re. 107.6 milliom);
Smthetics and Chemfrals 1£4, (Re. 6% miliion), Coodyesr Tyre
and Rubber Company of India (Re. 22.5 milliom), Union Carbide
1£4. {8s. 21.6 million), Seshasayes Papsr sad Board Lt4,

(Ras 20 million), Msndaya Paper Mills 1td. (Rs. 15 million),
Mysore Caments 1td, (Re. 10 million), Xirloskar Curming Ltd.
Re. 12,5 million), Hindustan Alumunium 14, (Rs. 10 mill~
fon) 13 |

Commodity aid from U.S.A. alons in 1962-63 amounted to
about one £Lfth of all aid to developing countries.}® ratu-

12. B.N, Banerjee, Forsign Ald

Prakeshan, 197717, PP 274=3 5 Tndds

13

14,
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rally such & large: shave in the aid amount, in form of commo-
ity aid had & significent role to play. Total commodity
assdstance authorised to Indis amomted to Rs. 19408.84 crores
(at pre~davaluation rate of exchange) of whith Rs, 1748.84
crores was from America alone.)® Indla utilimed Rs. 1723.90
cyores Of thig assistance. These Figures relate o the
period betwaen 1955456 to September 1966, In their study
o “Impact of Assistance under PL-480 on Indian Sconory®,
Rath and Patwardhan asknculedge that “this aid provided
substantial adiitional rpescurces for investment in plens of
economic develepwant., In the absence of ths funds abtained
through the sale of PL-4830 imports in the country, India
would have possibly taken to sither a amaller plan or larger
deficit financing, or mors stringent measures for raising
local resources, #ach cne Of which would have been a unples-

sent altpx;natiwhm

India‘s relations with the United States became sour
when Washington decided to withhold the § 87.6 million esono-
mie ald that vas 4n the pipeline 14 December 1971, on the
ground that mdia attacked Pakistan. Washington 4id not stop
the ald in the pipeline to Pakistan. The U.5. action ignored
India’s stand and held her yespongible for war in the aube

'# l%?‘“gi T&b‘& ?.2

18. India, Govt. of, B pmic 3§

Qﬂd ".4-’30 : .
16, N,, Rath and V.8, Patwmrdhan,
) ¥ L =i & FIS1 L St o on m“




centinent, The U.S., State Dapartment's buresu of publie
affairs claimed that the aid wes suspended because Indis Aid
nét. ‘gomply with the resolution on Bangladesh pasged by the
U.N, general assambly. ﬁ'ﬁum Rogers, the U.8, Sccretary
of State, said in Januayy 1972 that if washfagton were to
provide very substantial sweunts of foreign aid and the aid
mmﬂnﬁ nations g& involved in warfare, aid woulsd go Gown
the drain. Se sskeds "Is that s wise investment of monay?
And that is #hat we 4id, In Indis's case we have stopped
foreign aid for the moment and we are going to teke a hard
look hefore wo ranev aid® .1? He sald that the United States
nad to stand on certain pringiples and “the idea that (it
mist always side with the winner was fallactous. b

The United States, weary of aid prograomes, had been
lbakJ.ng for an excuse Yo cut off aid to India. Smater
Evarett Jackson, & Senior Damocrat said in Jwnuary, 1972
"I think we have spmnt Snough and got vexy little in retumn.

I am willing to drop tnata®.!? y,s, dlspleasure was shown
when the World Bank's assessment of India‘s requirement of
$ 1,250 million fOr 1972 was net accepted by the United States,
slthough all membezs of the consortium had approved ft. After
the gross indifference shown By Washington, New Dalhi &14

Jan. 3, 1972,

19,  mid., pd 12.



 not want U.S. AID to operate in India, and tightaned its
stand on the use of PL-480 funda. Naw Delhi decided to dise
‘continue the facilities given to U.S. AID to operats its
training programmes for third ceuntries with PL~480 funds in
Mdia. Howsver, after India and the Uhited States moved
closer to each other in 1973 India’s attitude changed and a
satisfactory solution for the diwposal of the accumlased
PL-480 funds was found, ” |

Irs March 1973, vhan India‘s relations with the United
States was improving, the official annwsuncemant from washing-
ton that the U,3, Governmemt was resuming arms shipments to
Pakistan gave a J0lt to the Indo-U.3. relations. The gevered
relstions had assumsd such astronondical propositions that
India was having doubts as to wvhether or nok to agwept U.3,
economic aid of 5 87.6 millien frozen since late 197 .%°

A week after the resumption of arme supply to Pakistan,
the decision of the Nixon g&uﬁhtzuim to reliase the comme-
aity aid of § 87.8 that was in the pipeline at the tims of the
Bangladesh war, end was frosen by the U.S. Government, 4id
not work spentanedus aporeciation from Indis. India 414 not
make outright aemeptunce of the U.S. offer, as this aid was
sarlier meant for the import of camrodities such as fertili-
~zers, steel md non-ferrous metals. India had explored world

20, tgl (Calentta), 3nd Mageh 1973, Vol. CIXN-4256
pm&g.‘ 433, ‘
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markets and had made altemative aprangements for the
import of its minimum needs,*l

The American authorities had themselves admitted
that Indla had reduced its dependence on foreign aid from
about 25 percent of its total plan outlay in the fifties
 to 10 pergent in the Fourth Plan perdiods But at the same
time, India's debt repayment cbligstions had been rising
steadily and asgumed vast proportions by the Fifth Plan
period. India could not reject the U,.5. offer, as other~
wige had to seek new asaistance for mms or £for repay-
ment of past loans,

However, the question of foreign aid has to be
vieved from the overall impaé¢t on the aconomy and the society.
It was widely recognised that liberal PlL.480 imports mads
India ohviouas of the needs of agricultural development,
' India was unable to make partial payment for the vast amount
of asgistance mequired, and any aid given was considered
an outright assistance and not "sold" against soft eu:mncy

or on long cradi.tmn

In fact, the bulk of U,8, aid £o Indis had been in
the form of farm surpluses like wheat and ¢otton shich the

21.  Ibid,
22. S» Chandrashekhar, 2
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United states could not keep with itself for fear of a
crash in the price of these and other agricultural commo-
dities. Out of 23 ag:mm:n of cooperation and assistance
signed batween India and the United States, only the firxst
that was for constructing the sindri fertiliger in Bihar
(with some aid from United Kingdom also), had anything to
do with the objective of making Indla a modern industpise
1ized nation. All the other 22 agreements covered supply
of fertilivers, training of fertilizer technicians, livew
stock improvement and an agricultural econcmic research
milk projects, Nagarjuna Sagar reservoir constzuction,
rural electyification and help for muilding agricultural
dniversities,?>

Thus U.S. aid, though helpful did iittle to make
India stand on ita feet. The United States waa dolling
~out to a destitute nation as an act of benevolence and
charity. For more than two decades, the assistance from
the United States made India more dependent on American
resources. Since 1967-68, anything between 30 and 50 per-
cent of it had been spent on repaying earlier debt in dollars.
Over and above thig U.S. ald had never been free of strings. -
In 1966, the devaluation was »t:fa»kcn undex the pressure fxom
the United States. During 1971, the aid was stopped in

23, m&fj“o ne 12, Po 276,
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order to make India tod the American line on the vital
‘"4ssue then facing the Indian sub-gontinent {(liberation of
Bangisdesh) 24

A peculiar love and hate relationship between V.S,
capital on the one side and the Irdtan Gevernment and capi-
tal on the other, has prevailed since India gained politi-
cal indipendence. This has manifested itself in many forms.
The anxiety to sttract foreign capitsl, in particular, to
open the dooxrs wide for multinationsl eozporations, (with
their huge capital resources) was seen in Government appe-
roach and policy. It only grew and betame more pressing
when India embarked upon its development programmes. The
emphasis in approach, shifted altemately on both sides. On
the part of Government, s keen desire for fresh foreion
capital was combined vith laying down of limits of its
mzatién to what were outlined as ériuzity sectors from
time to time and restrictions on remittanceg of profits.

The effort of the Indien capitsl hed been to eurb competi-
tion from forsign capital in the wast Indian market while
seeking to enter into collaboration desls with U.S. compa-
nies for exploiting its growing pofential and profitability.

24, Ibia,
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Efforts were made to increase tﬁa pace of American
private investment in India. A high level m&iug in April
1964 bstween American businessman and Indian officials
helped to a:lapel some Of the American businesspen's mis-
conceptions about the Indian climate for foreign investment.
Accor@ing to Reserve Bank of Indla estimates, till the end
of 1960, American investments in India totalled Us § 237
million ¢ut of total foreign investments of $ 1,450 mill~

“ This uatimam is for the postewar period. At the
end of 1948, American private investment in India gtood at
only § 23 million. Some other estimates placed, American
investments in Indias till 1960, a 1ittle over 5 300 millien
vith an annual flow of around $ 30 million,?®

The more gignificant instances of American contribue
tion of equity capital or technical assistance were: Allied
Chemical Corporation with a firm in Andhra mta for a
_ ans.nt factory, Caltex and Inti@rmational Minsrals and
Chemicals Corporation for another fertiliser factopy in
Andhra, Carrier Corporation for air conditiocning plant,
Coining Glass Internationaly General Telephone and Elee~
tronics Internationals Heyculeg Power Company for heavy
organic Chemicals.
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_ By 1960, the Indian Government was laxgely success~
ful in getting the companies to import crude or rathex
refined products - thus saving considerable foreign exch~
ange. There are evidance which indicates that U.S, official
as well ag business circle wege taking unusual intexest in
India‘'s Third Five Year Plan. It was sufficiently made
clear to the Indian Government that the degree of Coopera-
tion from the side of the U.5. was dependant on India's
willingness to come to terma with the sconomie paiiqua.”

The rising demand for oil and soaring import bill
vere threstening to offset the savings. Herein came the
soviet offer to supply India with large guantities of low
priced crude oil on & barter basis. It was raported that
the offer was at a price 25% below that of British and
American companies. Besides the provision of payment it
in rupses would also um. the much needed foreign exchange.
Howaver, the companies refused to handle the Soviet oil
because most of the profitability iies in the crude ofl
rather ﬁhan in refining or manhttnq.“ Besides, there
would be prassures from other quarters of the giobe too
demanding the companies to use Soviet oil.

28

27.  HNew York Times, 9 Auguest 1960, 4117
281  Hatiocual Herald (lucknow), 16 July 1960,
29, (1) York Times, 9 Augusst 1960, 41¢7

(11) Commerce (B y). 23 July 1960, p. 41.
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The rejection of the Soviet offer by the oil compa-
nies was themin cause for the formation of an Indian
Government committes to inveatigate the preblem of oil
pricing: The Committee found that prices were disadvanta~
gaous and recommended that the companiss (1) buy exude
oil from the lowest price suppliers or (2) force their
own suppliers to cut srude oil price to lowest competitive
price including that of the Russians (3) eliminate the
intermediate purchdsing conpanies between the producing
end of an international oil company and its rvefining
affiliate in India i.e. have the refinery in India and huy
directly £rom the producers in the Middle Em.m

Thers was pressure from the Weorld Bank to modify its
odl policy. A World Bank Misgion had guggested in the
summer of 1960 that "a change in this policy could fres
significant amounts of foreign exchange for other uses
fluring the Third Plan by attracting additional foyreign
capital into the oil industry A initially stanvag and
Burmah shall had offered to reduce prices o meet the
Soviet c¢hallenge but gave a £ixm negative reply to Govern-
ment of India for refining Soviet erude, 38

t,of. 2, Pﬂnutxg of Steel, Mines and
Mines and Pue tts of the 011
Price znqus.xy Committee (New Delhf, 1981), pp. 16~24.

3i.  Capital (Calcutta), 8 Septemberx 1960. P.: 383,
32.  Hew York Times, 18 & 19 July 1960, 37:14.




The warning of the Indian Petroleum Minister went
unheeded. The intransigient gtand of the oil companies
could be explained on three grounds. Pirstly, the initial
agpptments allowed them to choose thelr own sources of
supply, and gscondly guOrantee: against neticnalisation
for 25 years. Thizdly they had the added confidencs that
it was their home Government that India would tuyn to for
aid and assistance in her industrialisstion desire.>?

The waming of the Petroleum Minister thet if the
companies £ail to fall in line, the Essential Commodities
Act would be resorted to 4id not perturb the compsnies. It
wag understood that guch a step could not be undertaken in
actuality because ~it weuld block the mich needed U, S,
foxeion eapual.s‘

The reason why the oil industry was the main Rarget
of Indian Government's contyolling efforts was it was one
of the vital necessities which powered all organs of defence
and basic industries. 7To have left it completely in foreion
hands would also result in allowing 4t indirectly to play
with the national interest of the countiy. Now it so happ~
ened that the fear vas far fetched. It was expresseld by

33.  Repoerted in SIAR, 17 Aug. 1960, |
3.  Indian Express (New Delnd), 30 sept. 1960,



the then Petroleum Minister, X.D. Malviya, *The tequirement
of an independent econcmy and defence dictated the need
for an independent oil industzy in India" 38

The Mdian Government was trying to contrsl the vital
ahd basie industrieg for reasons of national interegt, st
the samo time it waws also fully aware that it gould not
ward off forelgn capital altogether sspecially from United
States. United States was one of the leading partners of
Indiz sccounting for 2 mmt of hex foreign trade,

The United States Government and businees circles too
had a close sye on Indian Government's swiftly changing
stances. There was also the sagerness to make the best
uae af it and come to tarms with 4t. The stiffned and
changed attitude of India 4i4 not go unnoticed in U.S.
Government and business citele. It was officially declared
by Jamms W. Macnley, 'm:l.amu Director of Commerce that
since Indian Government had elminatad some of the obstacles
and an atmosphere of confidence and security was created,
American investors and businsasmen expressed sincers degive
to sxpand dealings with Indis.?® e adsquate loans would
be fortheoming from Developmemt Loan Fund and 4t would also
be ready to uncm:tah the special risks mwiwd, announced

35.  Zndian Exoress (New Delhdi), 2 Dec. 1962.
36. Bew York Times, 7 Januargy 1960, 10:).



by Vence Brand, Managing Dipector of U.S. Development Loan
funds.>? The hesd of International Cooperation Administra-
tion tegtified bafors the Senate Foreign Relations Commi-
ttes that "ﬁha_ new aid policy would concentrate on INDIA,
PAKISTAN AND TAIVAN =~ since these countries had institu.
tions and uman resource biss on which rapid growth can be
busies 38 |

The private foreign investment in the two decades
(1950-1970) had been concentrated in technology, intensive
product lines (particularly basic chemicals, industrgial
machinery and electrical maghinery). The technique of inv-
sstment in kind snabled the big vU.S. firms to invest easily
in these €ields by exchanging capital goods and know-how
for equity shares sven without committing any funds. The
financial collaboration occured also in consumer-goofdse
industries that 414 not involve complex twchnology - such
as milk powdex, glassware, transistors, air conditioners,
gums and cosmetics. The main consideration was to utilise
foreign brand nameg for profit rather than to build up a
dynamie industrial structure.

At the end of 1963, forty American firme were opera-
ting in India under licensing or technicsl sssistance
agreements only, and 74 firms in Srading and services.

37.  HNew York Times, 8 January 1960, 415,
38,  New York Times, 24 March 1960, 7s1.
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There were moﬁﬁe: 56 £ixms in actusl inﬁnatrlal production
tmch:had squity investment or technical assistance from
the United states.’® sowe american firms hed cooperaticn
agreements with the Government or subsidiary crqanisaﬂah:.
As & matter of Eact.ﬁ the collaborator’s equity participat-
fon mmtea for only 27 percent of the total inmported
plan cost in the 75 cases, which had to mly on othex
foreign exchiange laans for financing the bulk of their
capital goods tnport, 3 Clearly foreign snvestment playes
only & amall part in helping capital formaticn and in ess-
ing the foreign exchange constraints in India through
cbtaining substantial m.xm.p stake at the same time.

The increased internal preasure from diﬂfempe
political perties, made the Indian Government consider ways
to bite more into restrictions without scaring the compa-
nies avay. The accepted policy was that foreign equity
holdings in the companies normally should not exceed 40
pereent, Mcnzdinézy many fatc;_iqn £ixms that had chosen
to expand their equity bese in 1972, took specisl care to
inersase the level of znaim' sharsholdings. An additional
condition that was put in 1972 was to ask the companies to
to repatriate only upto 40 percent of their profits. The

39, (Hongkong), 9 July,
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logie was that 40 percent could meet the dividend expecta~
tions of a similar percentage of equity holders and any
excess holding would prove non-ylelding.

as a gastura to foreign MWstotn India amended the
strict Foreign Bxchange Regulation Mt (mmd of 1973, |
which required foreign shareholdings to be reduced. The
FERA requised a stipulated level of Indian equity. The
existing companies had foreign holdings of 40 peroent, S1
porcent or T4 percent (again in somw cases even 100 percent)
depending on the business they were in.%? The licensing
policy had also undergone changes in kesping with the empha-
eis on raising production at any cost, Nationalisation
became a more gelective process. Burmah shell was nation-
alised ss Bharst Petroleum in 1976, Indian Government also
nationalised three engineering groups - Purn, Indien
Standard Wagon and Braithwaite - after assuming their
management two years ago. The Government was also examine
ing s proposal that the siling companies could be merged with
healthier ones to make them viable again.

American investors were particularly lukewarn about
opportunitiss in India, Fourteen collaboration proposals
from U.8. companies were approved in 1972 involving an
aquity investment of Ra. 40 million. In 1971, twelve

nomas R‘V (i%ngkcmg); 3“1? 30,
No, 31, p. 67

1578, Wel s
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companies were given clearances but the investment came to
only Re, 10 million. The new Indian guidelines on foreign
invectments and the streamlining of licensing procedures
in 1973 414 not show any appreciable incresse in actusl
investment. Hut initial reaction in foreign circles had
been favourable. Actording to official sources, given the
correct political climate, officials believed that there
will soon be a peversal of trend of declining foreion

capital investment.$?

Thus the foreign companies opersting in India weyxe
suffering from certain stagnation. They were of course
making large profits, This helpsd them in énlarging thelir
capital base and building up reserves, together with adeq-
uate repstriation of profits. But they oould not be fully
sdtisfied with this gitustion. The U.3, companies wonted
to put their enlarged rescurces and sssets into new busi-
nass investwments for higher profiits. They 44d pot cnvisage
bringing in of new capital or new technology, nxcépt very
-makginally for their expansion and divuuitiaatzm plaﬁs.
Their only mmw was to energise theiy reserves and to
raise some capital nithin India to fulfill the requirements
of dilution of foreign equity without losing their control.




This gave 'i:han enough resoutcss to expand and ingreass
their profits without undertaking new risks or making any
technological or financial contribution.

A clome look at India’'s forsign trade indicates
that subgtentially half of India'‘s foreign trafde was with
British Commonwealth. 'I‘hc close interdepmmdence of India
with Commonwealth Countries was an outgrowth of historical
asgociation, trade policy, investment and mutual economic
advantage.

Prioxr to the Second World wWar, trade of U.S. with

Infiia was comparatively unimportant. Relstively India was
less important as a market for American xports than as a
source of imports. For a long time Indis received little
more than 1 percent of the total American exports and was
the source of 3 percent of American imports. Yor Indias,
U.8, gooda included were 10 percent of India's total sxports
and 7 percent of its mpoﬂ:a. During the war, there m
twice as mich as incresse in Indo-American trade, eapecially
in exports. In 1947, Americsn trads with India was thirt-
een times the 19538+39 averags, and two and a half time that

of 1946.%3

43.  Report of the Committee for Indis and Pakistan -
US NATIONAL FOREIGN TRADE COUNCIL

- AMERICAN ECONOMIC
SELATIONS WITH INDIA AND PAKISEAN (ew York, July
1964), p. 32.
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It waez a overlooked fact that though value of Indian
fmposts still xepresented only a smali fraction of American
total foreign trafe, India was the sole source of supply of
eight importent commodities and the exporter of more then
80 pergent of mncm} imports of 1% other items. Included
in the later category were raﬁ cotton, my_tobal.an mus.v
lemon, glass oil, chashewenut shell, oil elmenite, miea
filme ané spilling ;ac', shellac and jute goods. "Thus the
actual importance of India in American foreign trade ha;i
been greater than the relative volume of trade would indi.
eata® .,“ For e.g. the £irst nine months of 1948, 65 per~
cent of the commodities arriving from India consisted of
material classified sy strategic or eritieal by U.S.
Government.4® aAmerican iwports from India have largely
been non-competitive with American domestic products. The
items listed above were in two catagories, those not pro-
duoed in United states, such as jute, burlap, shellac,
lag, tea, cashew nuts ete., and those produced in insuffi.
cient quantity to meet American necds such as mica and
manganess. In 1946, jute constituted, 38 psrcent, shwllac,
-lag, cashew nut, tea, raw hides skins, raw gotton and
eotton mu' 34 percent, tea, chashewenuts about 9 percent

“ L g Ib‘d@

45.  62nd Congrens, ist Session, %’MW%
CS ACT « Report of the Committes on Foreign

Affairxs, me ot Representatives, p. 6,
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of India's export to United States. As far & U,3. was
goncemed, wheat gonstitutsd about 34 percent, foodstuff
43 par cent, chemicals 10 psrcent and machinery 7 percent
of 1te exports to India in 1945,

Dependence on aid for all sorts of imports (includ-
ing food) increased considerably in the Third Plan period.
~ The value of imports financed by aid went up from Ra, 344
crores ox 34.5 percent of total imports (Re. 956.3 crores)
in 1961-62 to Rs, 675 crores, or 49.5 pereent of total
imports (Re. 1362.9 crores) in 1964-68.47 correspondingly,
the percentage ghare of isports financed by the foraign
exchange went down from 65.8 to 50.5 percent in the same
period. The Economic Survey for 1967+68, estimated that
for the Third Plan period as a whole, aid financed inports
wexe 46 percent of total imports including food. In other
words, Indis depsnded on external assistance of one kind
or another for finaucing private sector imports also, The
non=projegt assistance received from the U.5. (Government)
Agency for International Develtpment Association helped to
satisfy the import demands of private industries and public
ssotor projects for maintaining produttion at a high level.
But for it, the value of imports might have gone down
further . ’ |

46, UsSs mﬁ*ﬁﬂal ?Qtﬁiqtl Trads Council, n. 43, p., 32.

47. Government of India, Egonomie Suryey, 1965-886,



- 143. -

Increase in food imports for cash to supplement

. imposts against food, loans, mainly from the United States,

made considegable demands on “free® foreign exchange (i.e.
foreign exchange sarned by India with vhich it can buy

~ anything from 'pnymxm), with the(rsmlh that capital
flowed into the country from the American Government and
znaumts.c;m earmarked for specific purposes, could not hc
reduced. Free foreign exchange eculd not finsnce any part
of the capital imports foreign aild was financing. ZXven in
respect of food aid, the U.5, felt that other countries
with food surpluses were not giving enocugh and that India
itself was not exwerting to gat foodgrains from other |
quarters besides the United States @ither as loan or for
cash. Here again the Indian position was seen as getting
conditioned to U.S, food sssistance. The lags 4n Indian
agricultural production were themselves attributed to this
conditioning, ilthough it was vecognised that extra-ordinary
situations like Aroucht neutralised the modest improvement
that had been achieved in farming. Sven as balance of pay-
ments Aifficultids made consortium pembars tighten their
purse strings, dwindling food surpluses in the U.s. made

it dnsint & little more strongly thaot India take effective
measures to reduce depsndence on imported food. Using more
fetﬁuttﬁx was erugial So growing more food. Increased
fortilizey producticn within the coauntry would save about



$ 100 million of foreign exchange per year. The World Bank
as well as the U.s. was keen that India should take staps
to expand furtilizer production ::apidly.‘a

Towsrds the end of 1966, the U.S.appealed to the
Organisation of Economic Cowoperaticn and Development-OECD
(shich included sll countries in Westem Eurcpe besides
canada, the U,3. and Japan) that its members should consi-

Gexr the nstablishmant of a fund to stimnlate agricultural
Mmvelopment. The appeal menticned specifically the Indim
drought and the rising demand for fertilisers, and algn&-
fied that American anxiety that Europe and Canada should
better apprdciate the gravity of the situstion and act in
eoncert, so as to give according to their capacity.

India sggravated {tg own problems of external f£inance
in two or three ways., Its dspendence on maintenance imports
became mich more substantial than originally forseen, and
it became Aifficult to persuade ald giving countries parti.
cularly UsS, to give a larger proportion of thetr aid as
nbn-projeei: 214, A heavy industry base had been creasted in
the Sspond and Third Plan periods. Many projects had to be
complated « iron and steel, machine, building units, heavy
electrical aquipment, petroleum refining, fertilizer plants,

etec., BDegides capital equipment with tied ovedits, India

48, Bmaj.mmu- gﬁlsw_ﬂwrm_m_gm (New Delhis
Chetna Publications, 1974), Pe 127.
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needed raw matntialn and gertain machine parts which were
not covered by t:hesc credits. Bxpansion of heavy indugt~
ries could be slowed down for paugity of development finance
but completion of projects in progress could not be delayed,
A slow fown of the latter would prolong the dependence on
American foreign gapital eguipmant by the lszge nunber of
processing and manufscturing industries. These neefed s

lot of raw materials immediately.

Ian‘u the normal course growing export trade should have
taken care of maintenance imports - at least a large part
of them, But owing to the high cost of industrialisation
and inadequate output of commereial exops, India failed to
make mich headway in exports. The obvious experimmnt to
try in the circumstances was to dévalue the currency. The
' rupee wvas dwaluéd on & June 1966, This step was caught in
tuo contrary considerations from the cutset. Dmulnqtlm
to the extent effected (57.5 pexcent) would not mks all
exports gufficiently compititive, and so a selective scheme
of inoﬂ'. assistance (including cash subsidies) had to be
retained, On the other hend, the fear that the f£all in the
unit value of exports in temms of foreign exchange may
unduly depress export eagnings, made the Government levy

 or saise export duties on some traditional export srticles

1ike juts manufactures and tes - uﬁeeiaiily sines it vas
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the experience in the past that the foreign demand for
them was not netessarily affected by changes in prices
(unelastic demand). India‘s balance of payment was caught
between low export earnings and high debt service charges.

Maawhu.c thé _1n§u$b1qn mcount in the ba;ance of
payments had to baar a naw‘ﬁmdiaapn - The fréight on ahip-
ments of agricultural commodities under PL-480 had to be
paid in feroign exchange. Towards the end of 1966, the
Government was also confronted with some unexpected demands
for foreign exchange. Imports Of raw cotton, which were
alrexly large and continuing, had to be increased owing to
& shortfall in the Indian cotton crop. Bven so, a gurtaile
ment of cotton textile production could not be avoided.
 Other agricultural commodities which made further demands
on the meagre foreign exchange resources ware raw jute.mnd
vegetable oilas. The credity from the Inﬁcmaezmala Monetary
fund had to be drawn in full, As the Economic Survey for
196566 pointed out, the major problem India faced in the
fourth Plan period was that of securing a balance in its
externil payments, consistent with the deairved rate of
geowth, which was expected to be bstween 5 to 6 percent
per annum.%? Therefore demand for most of the U.S. loans

e

49. @w:;nmt of India, Economic Survey, 196566,
P »
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 (1£ not all) was on soft terms, in order not to make the
burden of debt servicing more intolerable,

The Indian egonomy nesded to redice its dependence
on foodgraln impoxts as ‘qulckw as possible., Imports dndex
PL-480 programme assumed congiderable gignificance in any
action, to reduce food imports because they formed such a
large proportion of the total. In the 10 years, 1956-87
to 1965-88, the value of Mdla's total foodgrain imports
emounted to Re. 1871 crores. Of this imports under PL-480
accounted for Rs. 1286 crores or two-thirds of the total,>®
This certainly reduced what the country might otherwise
have had to spend in foreign exchange. But it also perved
to emphasise how established the dependentte on imports
becane.

The Bconomic Sugvey for 1966-87 pointed out that
with eha nt!éast aid India ceuld get, f oreign exchange out~
lay on food imports mounted fram $§ 103 million in 196465
to $ 240 million in 1966.67.°> The only way to svoid both
long term debt and short term foreign exchange drain - both
undegirabls in their different ways - was to work consciouasly
| for self sufficiency in food. When, thgmtou the ﬁnim
States hinted indirectly that PL-480 supplies to India must

s03  Ibid.

51. Government of Indis, Egonomic Sugvey, 1966-67,
PP 117-3118,



sometimes come to an end, it wis to India's own interest

to waigh the suggestion fyom the £inancial point of view as
well. The proportion of féodgrazn imports under PL-480

to total food imports had been going up, c¢reating the imp-
ression that, given the persisting foreign exchange Aif€i-
cultiges, India would come to rely more and more, rather
than lass, on imports under Pl~480, Domestic profuction
falled to rise rapidly and consumption couls not be restei-
cted except marginally 4n rationed areas, The black market
flourished in them anyway. Between 1986, when the firvst
agreement under PI~480 was signed and by 30 April 1967
Infia had actuslly imported 36,9 million tonnes of wheat
{or an average of 3.5 million tonnes & year), and 1.78
million tonnes of rice. The following table shows the
value of imports undey PL-480, -

Table

e o i
195857 108 33
1957-58 165 '
1958-59 151 ob
195 9=60 150 | o1
1960.631 213 150
1963-62 117 64
196263 166 107
196364 196 162
196488 182 240
1985468 ‘ 332 | 228
$urces Government of India, Minigtgy ©f Finance

p. 323,
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~ Fyyment for Pl-480 sales to India being in rupees,
tmpoxts under the programme wndoubtedly relieved India's
balance of payments, over the years. The more oritical the
balafiae_af payments as Muring the Third vlm periocd, the
grester was the relief. The loaning of the counterpsrt
rupse funds by the American mmmt to the Government of
India helped in financing of many development projects.

During the 1970's, U.S. eontinued to be India‘s
largest trading partner and in 1972, there was a neminal
trade surplus due to less imports and a reduction in the
~ recelpt of U,S, credits., However, the overall balance of
payments position remained unsatisfactory for India, when
payments for loans was accounted for. With the gxcapticn
of a few developed countrples, til) 1974 India stood az one
of the ten trading partnari of the U,5. In 1973, India
aczcomted for $ 959 million worth of two way trade with the
U.S. and it was expected that this trade may further reach
the level of $ 1.2 Bllion in 1974. Statistics available
£6r the first eight months of 1974 on Indo~U.3, trade
revealed a total trade of $ 785.1 million with U,S. exports
to India f£iguring at § #12.5 million and imports from India
at § 372.6 willion,>?

52. Einangial Express (Bombay), 28 October 1974.
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Deapite the vicissitudes Indo-US relations had
passed through &uring 1971-73, together with the virtual
halt in the U,S. economic aid, the bilateral trade between
the two comntries had ghown remagkable resilence and immune
from the ups and downs en the political frxont. India’s
exports to the U.S, ragistered a rise from § 298 million
in 1970 to § 435 million in 1973 = an increase of nearly
46 percent, Imports from the U.S. to India, though have
not been of the level ittdncd in the 60's, made a remark-
ablexecovery in 1973, rising from 5 350 million 4in 1972
to $ 524 million in 1973, {(xecording a rise of nearly S0
percent), thue leaving India with a balance of trade defi-
cit to the tune of $ 89 million.

The U.S. in 1974 accounted for only 13 percent of
India‘'s total trade, thouch her share in 1950+51 was in the
xegion of 18 to 19 percent.’® Although the U.5. had a pre=
dominant place in India‘e exports its share in the total
fmports of the former had besn declining. Indla‘’s shere in
U.3. imports dicreased from 1.1 percent in 1967 to 0.67
percent in 1973, which agsin refnforced the fast that India
had hardly :ecatchedgtm surface of the vast potential of
the American market. This was specially true in the case of
am-tzudﬁ:icnal items, exports of vhich edged upwards
alightly rising frem 11 percent of the total in 1668 to

83, Ibdd.



17 percant in 1972.5% It was felt that India and United
States could nxpmd thei{r trade relations, and thus put

Indo=US relations on a £irm feundation 0f mutual trust,
1.3

respect and of co-operation.

| Economic self-reliance wvas fnshrined as a prime
national objective gince the mtty inception of planned
economic development in India after indepsndence. With
the sconomy caught in a dewsp erudm‘ amd the government
leadership prons to rely on foreigm crutéhes, rather than
make effort required for indepsndent and self-reldant
dsvelopment, the U.8. poliey could have an edge in India's
national.affalirs.

Broadly speaking, thert was criticism regarding
India’s too much dependence on foreign aid and technology.
Dx. 5. Hissain Zaheer, then the Director General of the
Comineil of solentific and Industrial Research had warned
at a mmdting of the Indian Parliampentary and scgientific
Committee as far baék as in Jamuary 1958, that "there was a
great danger that larxge scale dependence on tozugn tech.

LT (mx.uum). 251:!1 Jan. 1973, Vol. CLXXw
8: 96 1502,
883 . {Caleoutta), ist Nov. 1973, Vol. CLXXYw

42 1%, 1767,



nology would have gerious consequences. There were cases,
he had poin’cee oue. wvhere even when Indian know-how had been
equally good, if not batter, foreign collaboration had
beexi pamitted. There wort matmces of technology dis-
carded in other countries having been brought into the

' eountzy through foreign collaboration., If !ndhn know=-how

- was fwcd w&th compitition from foreign know~how, nmiully
with ﬁe:etgn capital participation, there was a danger that
various non-gcienti fic factors would always work Ln‘ favour
of the foreign collaboration. This caused great frustra-
tion among Indian scientists®,™ne pointes out. Dr.

Zahser, therefore asked for a basic policy dicision that
“where Indian know-how is avallable to equally good tech~
nical and esoncmic feasibility or wvhere Indian knowshow
requites only to be supplemented by foraign know-how, the
Government should not agree .o foreign collaboration® >’

Dr. Had, Bhﬁma. Atonie Energy Comnission Chief was
even sharper in this sdgard. “Dependence on foreign consult-
ancy and technique amounted to paying for research and déve-
lopment, 4in other countries and keeping ar own backward® 58
he emphasised in his address to the same conmittee in the
year 1555. Dr, Shabha shomd that by the policyof self.-

56 . Balrai Mehta, n. 48, p. 119,
S7.  Ybid.
58.  Ibid.
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reliance, India had advanced in the field of atomic science
while in conventional fields, dependence on fﬁxﬂqmm had
kept the country mm:d. He cited the expsrience of
gtomic power generation. The second unit of the Rana
Pratap Sagar stomic power station was proposed to be an
indigenous affiair, and it was estimatd that "the tcrum'
exchenge required for its atomic side would come down to
enly about one crore rupses. But for the conventional part
of the projsat, nine crore yupees in foreign exchange were
estimated to be ne@énaxy. The expenditure on research
mnd building up of indigenous techoclogy™, he ghowed *from
the experience of the pilot plutonium plant was a net
saxving® Ry

Again in igas. &-m was initiated in the Planning
Commission by the late 8.G. Barve, then Member, Infustries
to draw up a comprehensive report on the existing state of
consultancy and engincering services in the country, and
what should be done to davelop and gtrengthen the crucial
sorvices £ any real advance was to be pade in the £ield of
industrial development.t The highlight of the report, which
coma as somewhat of a pleasant surprise sven Lo those who
had prepared it, was that “India alieady at that time
possessed consultancy and mngineering services of a high

88, Ibid, pp. 119-20.
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order hut they were not getting a modest chance to display
their talent and competente in ‘he industrisl life and
Gevelopment of the country” 80

There was controversy amrg the rightists and
leftists who attacked India's zeliance on foreign aid.
The pightists argued that aid, "by encouxaging central
planning and public pruugt prajects, discouraged the
growth of private swingi and private initiative, fr&ghiamd
- aw8y foreign enterprise, &lscouraged the sconomy in the
vse of capital, and generally distroyed the bagpis of de~
cantralized decision taking®,%! which in their view was the
prerequisite of Sevelopment. Aid thus was thought %o per-
petuats the system which made aild necessary, some went
further and said that 4i£f pauperised the country, making {t
increasingly dependent cn external assistance.

The leftists sttacked sid on the groumd that "by
supporing reactionary groups in power, it retarded the intro-
duction of the institutional and politicel reforms, parti-
~ eularly efifective land reform, which was necesssry for deve-
lopment. Ald, in their view proped up reform resisting

80, m‘doy P 3.20‘
81. Paul strtetm and mahal Ltptma ad.. s
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oligarchies and conservative and feudal gocial systems,
and again perpetuated the gsystem which made it nacuuary.m

Ingpite of auxch criticiens and report by persons of
repute, not mich was done to reduce dependence on foreign
capital and technology. The situation in other areas of
davelopment seemed to be differint. Foreign tied credits
and turnkey arrangements, for evnstruction were accepted,
to begin with, for the first series of projects. But the
same arxangements were subsequently tended to bav perpetul-
_ ted. At one gtage in the sarly sixties, efforts were ini-
tisted to reduce, if not to end altogether, dependence on
foreign agenclies. The withdrawl of the raguesgt for U,S.
aid for the Bokaro Steel p:éjmt was the high water mark
of the effort to shake off such dependence. It had become
the beginning of a new, technologically self-relimnt, stage
in the developmm t sffort on a wide front. More so because
it occured at the right moment when the £irst stage of
induatzislisation process had Deen built and a large pool
¢f engineexring services had come up. What was nesded was
to mobilise the material and human resourxces within the
etonony, and harness them to the tasks of self-reliant
development. But the things ¢id4 not move in this manner.
The withdrawl of request for U.S, aid for Bokaro proved to
be only & £lzsh in the plan and 414 not grow up to be a

62 . Zbld-
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ﬁiﬁm pc]._ao‘_y‘. On the cont::éxy as the ganaralg economic
sitnation began to deteriorats raﬂdiy duzing the azmght'
yoats in the mid aiyties, and planning of economic develop-
ment {tself van into difficulties, official policy turned
to object solicitation of aid, on any terms. Technological
sel f-reliance had sufféred the biggest set back in thease -
conditicns, Design and enginesring services within the
country -« both 4n public and private sector « had since
baen grosgsly under utilised and odd spectacle of unemploysd
young engineers emergad in the country needing rapid indk-
strial development for the golution of all itas pgoblemg -
goeisl, esonomic and political.

During the 1970'g, a lot of Mue and 'u:y was raised
regarding the cperationa ©f American multinationals in
India, It 'wu felt in certain guarters that the 'mtking
of multinationsl corporations (MNC's) had partially helped
the progess of econanice development but aiaa hindered it
to a considersble extent. ‘he Covernment poliey should
therefore have been flexible enough to utilise them fruit-
fully while praventing thein absues, An economist had
obgerved:s "We ahmld take care not to throw the baby with
~ the bath water® .

63. MR Mehwr, “Uses and Abugeg of Mnitinatibnal
Coxporations in India®, in {Caloutta),
251:1-: Oct, 1973, Vol. CLXXI-4288, a. 1709,
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Monepoly houses in India have been strong advocates
of the MNC invastment, Some of them by starting the go-
called joint ventures abroad wanted to emefge as multina~
tionsls. As Raunaq Singh noted: “MNC's arxe no iongex the
monopoly of daveloped éoumtziem ':nd_h exports whole pro-
jects .to West Asia and Apriea®.®4 imile noting that these
Indtan joint ventures abroad are nothing like the MiC's
of capitclist comtries 1ike U.S., not only in quantative
terms but algo quelitatively, it was admitted thet the
Government of Indis had ilso been keen on importing more
MNC ecapital. Indian ministers of finance, commerce and
mdust:zy. all thyse had pone on record in favour of foreign
and MNC invagtment in India. Besides the Government of
India had been permittirg Indian big business housss to
 goOllaborate with MNC's im third countries, thus helping
MNC's £0 penetrate the hird world under cover of xadtan

partieipation. S

The Government of India made quantitative and stru-

~ ctural changes in the industrial policy vesolution of 1956,
and the industrisl liemsing policy through “"guidelines™
{(1973+74), giving unwarranted concessieng to foreign invest~

L]

64,  G.J. Rams Rao, *Miltinational Corporations and
Indda" in &ﬁghﬂ_m&guﬂmfu (New Delhis
Pet_spla‘s Py thing House, 1977), p. 37,

65 * rbid .
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ment. The foreign exchange regulation act (FERA) for one
thing was not strictly implemented, the existing foreign
companies ¢ould still retain a 40 percent controlling ¢hunk
of shares, while the othaxr 60 parcent of shares wes scattered
to a large number of public. Moreover the FERA granted
expansion and diversification and éntrance into the core
induntyxy as an incentive to dilution of shares and further
investment. And this had resulted in expansion or exten-
sion of foreign companies into quick profit yielding consu~
mer industyies.

Soge MNC's fans in India (including minieters)
argued that even the soviet Union and other socialist
tountries have accomodated the MNC's. This argument cone
viently forgets some important fagts. The nature of the
state and the system of economy in the sovialist countries
are not mexely different but strong enough to withastand
the politico-sconomic pressure and blacimail of the MNC's.
MNC's collaborate there not with private individual cupi-
 £alists but with the gocialist state, The eollaboration
is based not on repatriation of profits, royalties ete.,
but on product sharing.  In other words, the sooialist
countxies pay for MNC technology through exports. The
tecmmology equipment and other things transferred by the
MNC becoms the property of the gocialist state, and whatever
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rights the MNC's are accorded are stristly 1imited to a
pexiod of tim. atter which the MNC's ceased eo_hm those

rights.56

The Government of India, in 1974, impossd restrice
tions thereby restraining companies from paying dividends
of more than 12 percent or one-thixd of net profit, which-
eves was less., Thisg restriction was removed on July 6,
1974. Ag a congequence, the Government as well as a section
of Indism in,duatzy appsared to have a new sense of prag~
matism about the role of foreign capital. 7The basic poliay
of allowing foreign investment only in selective spheres
wvhere local know-how was not fully developed remsined
unchanged.®? At the same time, the FERA was amended in
mid Apzil 1974, to permit soms of the overseas companies to
have 51 percent foreign holding which otherwise would have
to be refluced to 40 percent. The attitude in official as
woll as none-official circ¢les was that such & change in the
Government pbiicy would add gubstantially to the flow of
foreign capitsl and technology. |

wRk e

66 . Inia,

67. A. Hariharan, "A Change in Climate", in W
Boonomig Review (Hongkong), July 30, 1976, vol. 93,
No. 31, p. 68,
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CONCLUSION



Chaptex - V

The tUnited States of America had the most favoursble
position in the world economy because it was empowered with
the erucial technology and surplus resouress. This snabled
it to influence the activities of the other nations to a
lazge extent. The most important economic weapons which
Americas put into action for influencing other developing
countries of the world were its sid,trade and investment

The poorest nations of the world a:& eencentrated
fn the tropical areas of Africa snd in the Asian subeonti-
nent, Taking the csse of South M&aﬁ xagion, it may not
be wrong a}%ggtthar to say that most of the countries in
this wgwﬁ'f were in the development process and hence they
wore in need of massive investment programmes. They often
turned to the United States for help. The U.S. while provide-
ing wlp, tnaih it sure that the countries that receives
such alds is conferming to its expected norme of interest.

There have usually been three objectives in having
sacoried such an #1ds (a) to increass the availability of
capital for investment (b) decrease the strains on the
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domestic sconamy (@) the inherent intereat of the donor
country. From an ideological pohst of viaw it is often
mtked that United States offered aid because it was keen
on the economic growth of the underdaveloped comtries. But
there is no denial that aid besides aceelerating growth,
helped to bring better terms of trade foy the United states.
It has also been pointed fut that the dsveloping countries
are the major source of raw materisls for the industrialfe
ged countrics of the Nogth. When a developed country is in
nsed of certain raw materials, she gives aid to the deve-
1opinq ecountzies for such projects which help in extzagting
those matsrisls.® Thus in niaxiy instances, by receiving
aid, these countries helped in increasing the gupplies of
thaterials needed by the duvelopsd world. The United 3tates
has been a vivid axample of this gule. A glimpas of the
American attitude can best bs obtained from an axcerpt of
the spesch of the President &n which he laid down the eco~
nomic objectives by saying s
we have an economic intexsst in
providing the developrent of the
fres worid. In the years to comw,
the increased economic atrength
of less developed countries ghall
prove mitually beneficial in
providing growing markets for
exports, added opportunities for

. investment and more of the basis
matariales we need ubtua._z

2. The President 's Message to Congress on "Matual Secu-
rity Programme for 1955, The New York Times, 20
Feburary 1968,

1. Charles P. Kindleberges, term
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The economic febjuctive thus cited carried the basice
thrust of its foreign policy. whether the primary motiva-
tion wag to hold the line against communist expansion or
to sstablish mutually beneficial relations with the receive
ing countries, the American aid programmes wers ths instru-
ments of a general politidal gtrategy, althsugh it was not
always g0 clearly spelt out. The ald was primarily a poli-
tical weapon. It was one of the important instruments to
effect the growth and the spread of the American power all
over the world. Senator, J.W. Fullbright (Democrat, Arkan-
sas), Chairman of the Poreign Relations Committes in the
senate, reiteratsd :

It is a mignomer to speak of the

foreign aid programme, it fs a

conglomeration of programmes « %o

support foreign armbtes, to maintain

American bases in foreign lands, to

budld goads, dams, steel milly, to

pay foreigner's import bills, to

grow more foodr to rent commmica-

tions station) to train foreign tax

collectors, to provide mzqm

relief for natural disasters, md %0

agozt. milti-faricus United Nationg

ities which therselves range

from feeding children to muinq

malarial mosquitoes.3

The U.S., aid thus beeame a convenient proposition to

elicit the support of poor countries, as well as gain the

3. J W, scmu!;az mubttght. *The Foreign Assistance
Programme®, Department of State Bulletin, Mareh 4,

1965, Pe. 2°2q '
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bosic objectives of American interest. walter Lipoman,
the fameus columist xemarked ¢

S irnose.  they then tarmed o
a purpose, ~then turned to
opening up, consolidating, and
making secure the gontinental
territory under the two Roosevelts
and Wilgon, new improvigations of
national pu @ in Semecratic and
foreign affairs were denanded and
creatad. Now we have reaghed a
podint and in our relations with
the regt of the world where we
have fulfilled and cutlived most
of what we use to regard as the
ptegtmz of our nationsl
PUEDDSEN. o

As for the South Ssian region, and mors particularly
for Infia, 1t was discoversd thst Americsn was able to
extract raw materials snd semi-processed good at throw away
prices from this countty. This materialized by laying
down terms and conditions for U.S. sid and its cconomic
asgistange programmes. Therefore, India w: the burden
‘of american ecemomic aid in an indirect fashion, eontrary
to the belief that it was the receipient of a liberal gift
#xom the United states. |

Ovey half of the aid India received from America, it
utilized the aid in the form of sommodities (even the non-

4. Rinehgart wilson, The Interna (Hew
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pxojest aid took the form of commodities). A small amonnt
of this aid uu zew.vca mm the U. s, Mitusl Security
Act (I’M653. =0 ' ‘ A
wm.mwm (Pirg0s), Dut a lazgex part of
this aid hmj come nnder the U.5. Agricultursl Trade Develop-
ment and Asaistance Act (PL~480) particdlarly under Title
1), which authorisied the sale of U.S. agricultural commo=
dities for foreign currencies,. mm India‘s first PL.480
agreament in 1956 and the end of the Third Plan, the total
sales progeedsy of Pl-480 imports ammmted to Rs. 156,730
million. Four-£ifths of these counterpart Mnds were lent
or grantad to India, 7 psrcent were loaned to U.5. private
enterprises, the remsining funds (13 pexcent was retained
by the }1.3. Government for its own mgs

The direction of India's trade ovar the pariod
{1564+1976), showed a ﬁmaxkablc change in Indis's imports
from the United States, which were about § 230 million in
1948-49, increased five £old by 1972. There was a mdssive
inceease of U.S. exports to India, shile Americsn imports
from India accownted for only 0.7 percent of the totsl U.S.
tmports.® A largs part of American economic assistance to

e xndia, Govt. of, Ministyxy of Finance, Egonomic Sure
3oy Of InAla, 1968+6 (1966), Table 1.4.

6. WM; vel, IIX, No, §, January-March
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indis was given as export finance to promote U.S. exports
to xnd'.la.7 some part of the aid, about Ra. 250 crores went
to finence. U,.S, investments in India and helped the
United states to become tha largest foyeign investor in
India (second being Sovict Russia). [ ses ——

AR fnportant development as s result of American aid
was the emergence of & new form of dspendence as Erhard
Eppler, the Federal German Ministexr for econcmic W:atimf
referréd to it as “the technologigal solénialism of the
geveloped nattons® . It sought to yranser westem consu~-
mey habits by am:omraqing production of luxuxies, applied
€0 mt'- ‘of U.S, investments in India., The afd helped the
vnuea States to schieve graster prosperity by fetching
higher prices for ita goods and services at the cost of
feveloping ¢ountries. The goods purchased in America had
invariably been estimated to inCrease ¢osts by twenty to

forty pemqnt.g

American collaborations with Indian firms did not
produce happy results. This was because of the monopoli-
stie, over-bsaring sttitude of American cspital with its
praference for the transfer of consumer habits to India,

L

Te India, Covt. of, Reserve Bank of India _
mm. 19656 (1966), p.'W ETe 28.

8.4

9. Ipid.
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the regtrictive and suspicious nature b! tha_.;:upanne of
officials in New Delhd towards all foreign collaboraticns.
Moreover the junior position of the Indian uixtuptum‘_
had made many c¢ollaboration projects ussless as far as the
development of a sound Indian economy was concexned. In
many cases the Joan to the Indian intrepreneur was taken
out of PL~480 funds, and the labour as well as staff paid
out of the sare goutcs. In some gases, the written down
value of ths equipment and machinery supplied by the U.S.
colladorator to the Indian entreprensur was known to be
nominal - too low €0 be considered mn econcnic factor.
Bince the royalty to the U.S. collaborator, irzespective of
the output of the Mo:y. want out of xndta. the mdimct

costs were much higher,l®

A careful analysis of the aid and investment of
Amexica, asbeorbed in the Indian economy showed that the
pattern of utilisation of external sssistance provided only
marginal possibilities, if at all, for reducing the direct
fdamsge to development. 11

During th_e years 196066, the position of external
resources had been highly uncertain, so mueh so that the

10. TeVe Kunhi Kﬁhmml e ' 3 L1113
‘ and Aperics {(New Delhis Indian Bow: Co.. 1974 : p,azs.

11. National Council of Applied Economic Rueam.
' Ogoasiongl Papex No, 13 (New mzhi. 1969}, p. 18.
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Mmmw came with the comrent that
“the outlock for ql.l' ald h very uncertain, Those who p;ro- '
mised great bounties a year ago (at the time of devaluation
in June 1966), conditional on our adopting policies strongly
recommended to us (this refers to Bfll Commissicn recormen-
daticns) and those who were naive enocugh to take them at
their words have certainly a great deal to be embarasged

mtﬁolz

The position in the year 1968~69 on the external
assigtance front till the closing days of the calender
year 1968, had not been betier either. The whole picture
had been summed up in an editorial of Yoisna under caption
"Growth Without ALd"s

In the last few years there has

been a progressive decline in the
quantum of foreign aid with the
rasult that what uged to be a flow
has been refuced to & mere trickle.
For instance in 1966, India received
8 3685 million from the U.5, alone,
which came down to § 320 million last
vear and is likely ¢ ba as lov as

$ 160 million this year. The reasons
for this, apart from shrinking of
funds at the &apcsal of world Bank
and the International DPewvelcpment
Association are the essononie problems
with which donor countries are f£aced.
Whatever the reasong, however the

12, , Special Number,
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fact remaing that this amorphous
pattern of aid giving has beem
having a deleclériousr effect on

Indiads dwalommt ProgEanme .13

In ﬂi«: later vears of 60's and early 70's, Indis had
made rapid strides and advancement in infustry as well as
agriculture. Ag 8 result dependsnce on American aid and
investments was reduced,

The sttitude of pecple (0fficial as well as non-
officisl) in Indla was very suspicious and eritical of the
U.3. Eeonomic Yordion Policy. It was pointed out that this
policy was probsbly ohe of the major reasons why planning
et{am‘ szoégld not be made ¢onspicious to the masses. Most
of the sconomists in the country felt that too much relisnce
on U.5. aid and investment was harmful for the country's
sconomic development. They emphasized that foreign aid in
soft loans followed by trafe was gocd in the context of
situation existing in the country. The PL-<480 loans on
rupes account had piled up t.é a potentially dsngerous pro-
portion., This allowed the U.S, Gowmmnt. to hold a gisable
amount of the country’s money 1n eirculation which was also
a potential gource of inflation,

The main conclugions that emerges from the fo:é—'
going analysia is that the U,.S. Ecomomic ?oreign Poliecy

13. ° (Ministzy of Information and Broadcasting)
7 October 1968, p. 2.
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(Auring the periocd under censideration)had grave consecque
entes on India‘’s economic devalopment., It had negative
impact on Indian industrial and agricultural life. The
U.3, manufacturing firms catered to their internal markets
by installing their pisky firms on Indian grounds and using
cheap gaw materials svailable from India. There was little
excess profluction available for India to export ana it
could not compete in foreign markets. As a consequence,
India became & debt burdensd country, a place from where
U8, gould have goods and atMcca at throw away prices.
m pattern of U,S, mmsmomts makes it obvious that it
contributed very little to development of capital intensive
project which is the mainstay in &8 country's Melaﬁmant
process. Consumer's demand conditions in India moved in
1ine with those prevailing in America because of its trade
policy with India. India should have »aaopua a gelective
approach with regard to ite policy with U.8, It was a
queation of determining what is tfxe mogt a&mtwma
pattern of aid and investment frxom the cost and natimal
point of view. A deeper snalysis of the economic rationale
should have been carried out, Import substitution in place
of expensive ifmports could be égtzied out., The saving
effort should have baeen geared up to tie over the balance
of payment 4ifficulty and to meet the gap in foreign ex
changs requirements. Of course, no one can deny the marginal
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benefit vhich accrues in the process of such alds within
the short mnd immediste time frame that the ald is

*hh
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Dollars

Rupee

:lo: loan No. Dats Parpose {millions) Equiva-
| - Lent

1. _ ExeIm. Bank Feb. 27, 1958 Pirat line of credit to

- Gox 150 .0 112.50
2. DLF-13 A Dec. 24, 1958 Steel Imports 17.7 13.28
3. DL¥-13 B Dec. 24, 1958 Steel Imports 21.7 16.28
4.  DLF-40 Dec. 24, 1958 Capital Bquipment 14.9 11.18
5.  DLE-T8 July 12, 1960 Steel Imports 19.85 14.63
6.  Ex-Inm, Bank Dec. 1, 1960 Second 1ine of credit 50.0 37.50
7.  DLP=15T Dea. 5, 1960 ‘Capital Equipment 24.6 18.45
8. DLP-159 Dec, 5, 1960 Steel Imports 25.0 18.75
9.  DLP-206 oct. 26, 1961 Non-Farrous Metals 20.0 15.00
10, Ex~Im., Bank April 19, 1962 §g§t& line of credit to 25.0 18.75
1i.  DLF-217 June 21, 1962 Non-Project I 19918 149.85
12. 238.5 178.88

AID-B2

Feb. 25, 1963

Non-Project II

contBesaene .172/"'
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Appendix-I ‘cont... *
z%: Loan No. Date Furpose (Q'?ﬁ?gsx guqs:.n-
Jltnt |
13.  AID-103 Feb. 24, 1964 Non-Project IIX 223.5 = 168.37
14.  Ex=Im. Bank June 11, 1964 Fourth 1ine Of Credit
| o ‘to GOI 25.0 18.75
15.  AID-11i Nov.30, 1964 Non-Project IV 4.4 37.05
16. AID-138 June 17, 1965 Non-Projeat V 189.3 141.98
17.  AID-358% May 13, 1966 Non-Project VI 97.5 73.13
18.  AID-160 July 8, 1966 Non-Project VII 149.8 112.35
19.  AID-168 May 10, 1967 Nen-Project VII 131.7 98.78
20, ATD176 oét. 20, 1967 Non-Project IX 50.0 - .37.50
21«  AID-184 May 15, 1969 Non-Project X 224.6 168.45
22.  Bx~Im. Bank June 3, 1968 FAfth Line of Credit
| o to GOX 20.0 15.00
23, AID-19 Dec. 26, 1968 Non-Project XT 194.0 148,50
24.  AID-200 | oct. 17, 1969 20.0 15.00

mt&.ﬁ. cese 01?3/ -



Appendix-I cont... |

51. Dollars Rupee

lLoan No. Date Purpose (mitliions) Equiva~
No. B lent
(crores)
25,  Ex-Im. Bank Dec. 4, 1969 sixth line of Credit
26.  AID=207 June 23, 1570 = Non~Project XIY 160.0 120.00

27¢ AID Mareh 1971 Non-Projest XIXIX 18%.0 - 116.25

’_lbkal 2. 51305 1, 88‘."1

* The amount of loan wes later raised to $ 170 millfon (Rs. 1275 million), by
another agreement concluded on April 22, 197: for an adiitional loan of
$ 15 mﬂtnem (Rs. 112.5 milxim).

&uzc.i mptﬂc JeNe eato [@CLOX 2 . =04 LQDQE Qb 2O 2 NG 2 ~
{Delhi: Indian Overseas Publ cations, 1974).




. N . No. Of loan . Grant Grent  loan ele-
No. G T Ioans ancunt in  element element ment in
Re. million % in Re. million
' milliion '
1. L' 10 40 15 8464.00 65.27 3566.35 1897.65
2. sy 1 15 2 333.75 1.51 5.03 328.72
3. 3y 1 20 9 1197.00  18.30 219.05 977.95
4. 3 3 14 1 27.75 16.70 4.63 23.12
5. 3 1 15 1 11.25 15.12 1.70 9.55
6. 3 2 15 1 151.50 16.00 24.24 127.16
7. % 10 3 1 150,00  28.37 42.55 107.45
8. 5 1 10 1 63.75 4.53 2.88 60.87
9. 1 15 1 33.75 60,05 2.40 31.35
10. 5% 1 15 1 222,00 1.51 3.35 218.65
11. 5% 1 20 1 185.25 1.83 3.39 161.86
12. 5 1 15 1 72.00 6.05 4.35 67.65

mtdg- e = 01?5/"



Appendix-13 cent,..

Loan

Grant

a. No. Of . - Grant Lowm ele-
Bt ¢ T Ll memta cimes  glmec st
ion million
13. 5% 1 s 1 97.50 0.87 0.55. 96.95
14. sk 2 18 1 §3.25 1.60 0.85 52.40
15. 5y 6 10 1 1125.00 1.58 17,77 1107.23
16. sy 5 10 1 375.00 1.50 5.62 369.38
7. sy 5 12 1 187.50  1.64 307 184.43
18, 8 3 12 1 150,00  =2.95 -4.42 154.42
19, L 3 12 187.50 2.96 8.5% 181.98
20. 8% 5 4 2z 107.47 1.26 1.35 106.12
21. 6l 7 10% 1 187,50  =-1.42 ~2.66 190,16
2. 5% 6 10 2 139.87. 1.58 2.21 137.66
23, 5% s 10 1 138.75 1.50 2.08 136.67
24. 5% s 14 1 5.40 1.28 - 0.06 5.34
25, sy 4 10 1 56,92 1.41 o.80 56.12
26. 8% 4 9 1 29,25 1.34 3.9 25.34
27. 5% & 12 1 202,50 1.56 3.18 199.35

canta..“.;;i§5)_
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Apmdix-!f cont.. ...

P m of Loan Grant . Grant Loan ele-
o i G T icans amoutn in element elenent ment in
fon million

28, 5% 4 10 1 15.60 141 . 0.22 15.38
23, sy 3 10 1 81.47  2.85 2.16 79.31
3o, L 2 e 1 - 831.22 1.90 | 0.97 . 50.28
' 31. 5l 3 10 1 - 25.08 2.65 " 0,86 24.39
32, 5% 2. 10 1 23.55 2.93  0.68 - 22.87
33, 6.1 3 100, 1 18.00  ~0.53 | -0.07 15.07
" 58 11167.30 1924.43 7242 .87

| | 35.14% 64.86%

Source: Regorve Dank of India, Annual Reports, 1372 to 1973,



- 177 -

APPERDIX -~ IIX

Countries Total -E%ga Petro- E%tai uf PDEXO~

_leun
Far Bast 13.5 16,2 9.5 13.6 16,8 9.4
India 12.1 14.2 n.a. 11.1  14.0 1.8,
Japan 15,6 20.1 4.5 14,8 20,5 8.3
Phillippines 7.5 B3 n.a. 6.7 11 n.a.
Australdaia 9.3 10.6 n.a. 9.2 11.3 5.0
Austgzalia 9.1 10.3 .. 9.0 11.1 n.a,
New Zealand 12.4 14.9 n.a. 12.5 15.1 n.a.
Africa 17.0 6.8 22,5 6.2 12.6 28.7
Canads 8.0 8.8 7.2 6.9 6.7 6.2
Rurope 9.6 11.8  O.1 9.7 12.3 loss

Latin Ameriea = 9.3 310.1 12.3 10,0 1.1 10.5
Middle East 113,.2 0.8 126,8  13.7 5.8 81.6

TOTAL . 11,9 1046 16.4 11.23 10.8 13.5




India's Imports

India‘a Exports

India's Imports
India‘s Bxports

Inda‘s Tmports
India's Bxports

India’s Imports
India‘'s Exporta

169.1
86.0

535.1
147.8

416.5
263.1

{95382

295.0

132.0

208 .0
96.3

7682.9
210.0

224.8
275.%

450.0
129.9

467.2
238.0

‘53 « O
207.4
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APPENDIX - V

(Rg. crores)

Year

External debt Export

ﬁxﬁemal albt' as

service sasrnings pexrcentage o2
oxpc:t carnl.ngl
196162 90,0 679,69 13.3
1962463 86.6 712.61 13.1
196364 99,8 793.20 12,5
1964-85 121.4 816,30 14.9
196566 227.0 805.60 28.1
196667 274.5 1156, 50 23.7
196768 333,0 1198.70 27.8
196669 378.0 1357.90 27.6
1969-70 412.% 1413.20 29.1
1970-78 479.0 1607.00 29.8
1972.73 50,70 1961.00 25.3
197374 595,9 2523,00 23.6
1974-75 'szs.o 3304.00 28,3

Noten riquzes of &ebt uwiciug upto 1964~65 are in
predevaluation

rupeess an
devaluation rupees.

thergafter in post

Sourees Govexnment of Indie, Wm (various

issues) .



s toms ommve FLAB/ Total Ferome
o Third Coun- ’

txy cury-

ency
IBRD/IDA 581.5 - - 881.5 13.0
West Garmany 339.7 2.0 . = M7 1.6
Uik 252.3 0.9 . .- 2931 646
US«8+Re 282.1 1.2 .- - 283.3 6.3
Others 223.5 153.5 .- 371.0 8.4

- W e G W W an W W A W am B W AR AR A e T A W e W W W e e e

Grant Total zveo;s 8.2 i&os.x 4481.8  100.0

Source: Reserve Eank of Iné!ia, .
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APPERDIX - VII

U.S. §  Re. Milllon % of
Total

million
Nonerepayable grants 1,347.8 6,418 25.4
Loans fepayable in -
dollayps 1,605,8 7,647 30,2
loans repanable in
local ‘currency ' 2,361.9 11:247 44.4
Total - 5,315.5 25,312 100,0

Note1 This ntatmt amm mly us&atamu fox which.
£irm agreements M bewy made

aaux« U8 BMSSY, KR nxw:t 1964,

e WD M oam agy We AE EP AN AE AR O s A A N W W W SR S W G W A w W e

Prom U;S. th all western count-
ries and Japan

106162 548 1,298

196263 438 | 1,070
196364 438 1,082

1964-65 435 1,028

APRIL MARCH PERIODS
Sources INDIAN FINANCE MINISTRY, NEW DELHY

contdecene a«lﬁﬁ/w
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Appendin-VII gont.e.

INDO - VS
Rs. million)
Indian Indian Total Balance
Bxportse = lImports Trade Against
| India

1563-84 1,287 3,902 5,189 2,818
1962+63 1,144 3,470 4,614 2,326
1961.62 1,167 2,335 3,502 1,168
196061 1,028 3,376 4,301 2,251
195 9«60 961 2,090 3,051 1,129
1958.59 BEO 1,691 2,811 811
1955-56 B7L 893 1,764

- 22

APRIL MARCH PERIODS

sources INDIAN COMMERCE M!;NISTRYc REW DBLHI.



vy  Imports from
T"% underdovelopad areas origin

?xinciﬁai countries 61 |

impo
Commodity {mt 11ion , . , - . . _
‘ Y Value Percent Country Percent
dollar®)  031i0n) of Total . of
dollars) Total
1 2 3 4 5 6
A. Articlea for which the
of largely dependent o
O 1argely « ent on
imports and for which
substitutes are non-
exisgtent or not satis-
factory:s »
~ Total: 2,275.4 1,601.2 70
Necessities 1.130.2 499.0 44
Metals:
Antimony 3.8 3.0 80 Bolivia 34
-7 Mexico 33
Bauxite 16.4 16.4 100 sarinam 80
Hexyll or deryllium ore 9 8 97 Brazil 87

Wﬁt&o vsoe .18&/‘*



Appendix-VIII cont...

3 4 6
Cadmium 1.9 1.6 84 Mexico 83
Chrome ore or chromite 24.2 19.9 82 Turkey 37
_ Philippines 13
 Cobalt ore and metals 10.9 7.3 67 Belgian Congo 67
Columbium orxe or concentrates -5 .6 100 Nigeria 87
Corundim ore o2 o2 100 Union o £ South
Africas ' 99
Manganese ore 26 .8 22.8 85 India 27
Gold coast 18
Union of south
Africa 16
Mercury 6.8 o2 3 Mexico 3
Nickel ) 66.0 (x) {x)
Platinum group metals 1.9 1.8 18 Columbia 12
Tantalum ore Y | -2 o4 Brazil 83
Belgian Congo 6
Tin 212.3 164.1 xi British Malaya 36
' Bolivia 18
Indonesia 16

contBeeeecss 185/~



Appendix-VIIT cont...

mtdo saenee oi%f'l

1 2 3
Titanium (ore) rutile 2 - o
Tungsten ore and
concentratas 6.3 1.1 18 siam 6
Bolivia 4
Uzanium {a)"
zirconium ores & o1’ 21 Brazil 23
BON-METALLIC MINERALS s ‘ . _
Asbestos unmanufactured 33.9 6.2 18 Union of South
‘ Africa : o
. Southern
. ‘ Rhodegia
Graphi te 1.2 1.0 83 Mexico 34
’ Ceylon 29
Industrial diamonds 17.6° 16.3° 93 Union of South
o . Africa 87
Belgian Congo - 24
Mica 19.3 19.1 99 India 88
Monasite sand and other ‘
thorium ore ©) - - - -
quartz crystals 1.5 1.4 98 Brazil o8



Appendix-VIII cont...

s 8 6
IEXTLIIA RIBARS_AND
MANUPACTURES 3
Extra-long staple cotton 6.9 6.9 100 Bgypt 68
. | | _ Peru 32
Burlaps 103.1 98.3 253 ‘ xm‘lia 95
Manila or abaca fibex 22.4 2.4 100 Philippines 65
Africs 33
Haiti 23
Silk waste o3 ) 6 Mexico 20
g b .‘ ‘
Cinchona bark ’ o1 100 Indonesia 38
’ Belgian Conge 25
Guatemala 20
Opium 2.3 2.3 o8 Tuorkey 91
Radium salts 1.7 - o
x , -‘,..!. .KAH&‘;&‘
(nebracho extract 10.6 10.6 100 Argentina 50
’ Paraguay 39

contBeeeoe . 187[*



Apptn&xa-ﬂlz conteee

- 3187

1

4 5 6
wattle bark and extract 3.8 3.8 100 Union of South
: Africs 89
OTHER:
Goat and kid skin 36.0 33.9 o4 India ~ 20
Nigeris 14
Bthiopia 13
Brasi 11
British =apt
Africa 10
Jewel bearings 5.1 - o -
Newsprint 437.6 - Qo -
Sewi-necesaities 1.14%.1 1,102.1 o6 -
Bananas 82.7 852.7 100 Honduras 18
) Costa Rica 17
Panams, Republiec 13
Mexico 11
) Columbis 1
Cocoa Oor ¢ncod beans 124.5 123.9 99 Gold Coast 34
- Brazil 27
Nigeria 19

contBeccse -.188/-
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Appendix~VIII cont...
1 2 3 4 s 6
Coffee 795.5 795.2 100 Brasil 54
| | Colombia 26
Tea 46.0 43.0 93 India 37
) Ceylon 3&
Cloves 4 4 100 Madagascar 49
British Bast
Africa 47
Pepper, underground 22.4 22.3 99 India 73
Indonesia 20
DRU AND ¢ , 7
Calcium cyanide 5.6 - o]
calciumzttaul 1.4 - 0
Ipecac (emetine) 2 o2 100 Colombia 72
Menthol 2.7 1.8 8 Brazil 68
Pawpaw juice or papain dried .8 8 100 British East
Africa 78
Pyrethzum flowers 2.4 2.4 99 British Bast
. Africa gg

Belgian Conge

cmtdo cn e .159f~
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Appendix-VIII econtsea

1 2 3 4 5 6
ox OJILSERDS 1
Castor oil 16.1 . 16.1 100 Brasil 25
Rapeseed ol .5 - o
Sperm ofl 1.4 ) )
QUIRR s ,
Agax 8 1 18 Mexico 15
Bristles p 18.3 -3 2 InMa 1
cork | 8.4 1.3 16 Algeria 12
Cigaretts lesf tobaeco, | ’

Turkish type - 45.4 41.6 92 Turkey 68

mtaoootcw. .190/-



Appendix-VIII cont...

B. Articles the ‘“DPIY of
which is wholly or mainly
imported, but for which,
in most or all of their
uses, a domestic product
can be nathfacto:uy
substituted 2

*°t¢1 425.4

401.7

94

selected ihns mntad at

& rate exceading $ 100

million 2

Katural rubber 240.3

All other 185.1

24C.3
161.4

100
87

British Malaya 48
Indonesia 26

C. Articles the consumption
of which is largel supplm
by dGomestic p ion, u
of which considerable
imports are necessgary to
supplement dorwstic
production 3

825.1

59

CONtAeceeoa191/=
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1 2 3 3 5 6
Selucted items iaported at a
rate exceeding $ 100 millicn:
Cane sugar 3r2.} 372.1 100 Cuba 8s .
Raw wool and related ;
hair (except Mohair) 222.2 130.8 59 Argantina - 20
| Uruguay 19
Copper 219.1 173.5 79 Chile 52 .
| ' S Mexied 11
Wood pulp 182.4 - e
Laad ore, pigs, bars,
acrap, and dross 119.0 73.6 61 rexico 32
. ' Peru 12
All other 251.3 76,1 26
(x) Iess than one-half tha unit;
{o) not available
P - A

source: The International Development Advisory Board, Pd
Repoxt to the Pregident (Washington, D.C., Marxe




U2 _OF UNY 2D STATES IMPORTS OF STRATEGIC AND ORITICAL MATERIALS AND PERCENTAGE
‘ OF _TOTAL SUPPLIED BY UNDERDEVELOPRD AREAS, 1949
) ‘I‘Otal rarcens of "'v_:. SURPL. DY JSYRLODEG K8 » ~
Commodait importy Total south- South Afri. Turkey Middle gsouth South Taiwan Ocea-~ All
: 4 (thousand exrn  Ameri- ca East Asia Bast (For nia  otre
dollaxrs) North ca Asia moga) areas
Amerie <
1 2 I 4 E 6 7 8 9 10 11 12 13
Total imports, | ) |
oreiogic md 1,276,339 713 9 19 . 9 1 ) s % ) G 27
GEoyp Xs e " . | _ |
Alumtnium . . 36,082 3 {r) - 2 - {x) - ) - - 97
mtimmy _— 3,773 80 33 47 . T - - - - - - - 20
Asbegtos: ~ | :
Amosite . 1,658 100 - - 100 - - - - - - {x)
Crocidolite 957 9% - 1 93 - - - - - - 6
Bauxite 16,353 100 - 8s - - - - 15 - - (x)_
Beryl , 858 97 - 87 11 - - - - - - 3

Bismuth 834 b i - 37 - - - - o - 23

N

cmté‘ﬁ‘iiotbtt‘zga/‘
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Appendix-IX cont...

1 2 3 4 5 6 7 8 1 11 12 13
Cadmium 1,899 64 o4 (x) - - - - - - 16
Castor oiil 16, 080 00 2 97  x) - - - - - 0
xnlwaurnz 177 8 - - - - - - - 92
Shxomite s
Chomical grade 2,357 100 - - 59 27 - 14 - - o
}z;-ﬁgngxcax 18,451 7 1 - 16 44 - & - 8 23
Refractory
grade 3,392 100 30 - 12 1 - 49 - 8 o
Cobalt 11,011 67 - - 67 - - - - - 33
Coconut oil 15,271 99  (x) - - - - 94 - - 1
Columbite 5632 100 - 1 99 - - - - -

Ospper 219,045 9. 14 57 6 1 (x) 1 - - 21

Lordage Fibeys:
" Manila | 22,419 100 3¢ () - - - 66 - - o
Sisal 36,408 100 51 5 44 - - x) o) - (x)
100 - 99 - - - - - o

cmt&.‘...... 019‘/"
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1 2 3 8 $ 10 11 12 13
Diamonds, .
industrial 17,643 93 ) 91 {x) - Gx) - - 7
Feathers and
down, watex- ‘ . ‘
fowl, for beds 5,705 1 - (x) x) - () 1 - a9
Zluotapaxs
Centaining about
97 percent .
coleium £1u0-
Containing not
more than 97 per-
cent caleium _
fluoride 1,056 7 73 - - - - - - 27
Graphite:
Amorphous 956 as 44 1 - 40 - - - 15
Flake o 75 - 75 - - - - - s
Crucible lump 14 100 - - - 100 - - - o
Dust and other
crystalline lump 14 100 - - - 100 - - - o

cont&, .-.-..;..195{-
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1 2 3 4 5 6 8 9 10 11 13 13
Lead ' 121,563 62 34 20 ki {m) b § {x) - - 38
Over 10, ut
less than 35
pekcent, .
danganese 304 100 - {x) 100 - - - - - 0
35 percet &
over, battery .

| grade 1,966 73 .4 - 68 - {x) - - - 27
35 Percent & over
other 24,327 86 11 13 32 - 3¢ ) A - - 14
Hercury 6,762 3 3 - - - - - - - 97 .
Mica, total 19,316 99 {x) 7 3 - 88 - - - 1
Mugscovite black,
valued over .
15 canta 1,423 100 - 51 4 - 42 - - - )
Mica #ilim 733 100 2 10 {x} - 87 - - - o

maw LE 2 2 0196/"'
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Appendix~IX gont...

1 2 3 4 5 6§ 1 1 12 12 13
Mica splittings 16,178 100 x) 1 2 - - - - {x)
Molybdeaun® 3 o - - - - - - 100
Nicke1D 65,999 - - - x) = - - - 100
Opium 2,349 g8 - - - 91 - - - 2
Palm Of1 10,755 3100 = - 63 - 37 - -
metalg:

Iridium 387 i - - - - - - - 99
Platinum 8,553 21 1 16 {x) - () - - 79
Pyrethrum 2,414 99 &) (x) 98 - - - - 1
Quarts crystals 1,462 %8 - 98 - - - - - 2
ﬁ'éb:?xmaétma 10,638 100 - 100 - - - - - &)
quinidine 520 o - - - - - - - 100
uinine , 251 12 - 11 - - i - - 88
Rubber, crude,

natural 240,312 100 ) (x) 5 -

89 - x}) ©

mtﬁ:.. 0-019?/-
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Appendix-IX cont...

1 2 3 3 5 6 8 s 10 11 12 13
Sapphires and -
rubie 637 64 - S - - 48 12 - - 36
shellac 6,048 95 - - - {x) 83 12 - - S
Silk cocoons
and waste 258 & - 6 - - - - - - 94
sperm oil 1,393 L] - - {x) - - - - - 100
-ale, gteatite
and ¥renchechalk, ,
Tig s
Ore 78,176 99 x) 48 2 - x) & - - 1
Bars, blocks,
plgs., etc. 133,706 54 - {x) 6 - ‘x} 58 - - 3
Vetgllic scrap. :
excapt alloy 20 L) - - - - - - - - 100
Alloys 401 s - 35 - - - - - - 65
Zincs
Cres 16,008 61 S5 6 - &) - - - - 39

contBeees ..198{-»
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1 2 3 4 5 6 ’ 8 9 10 11 12 13
014 and worn out o '
for remanufacture 233 5 1 - & - 1 - i - - 95
skimmings 333 2. 2 - - - - - - - - 98
Blocks. pigs, . ‘ )
or slabs 29;_3‘1 8 8 - - - - (%) &) - - 92
Venadium ore |
of concent- : :
rates 272 100 - 100 - - - - - - -~ o
Tungsten ore 6,439 19 (=) 7 1 - - x) 10 - - 81
Sroup I ¢
c:ynli“a natural 1,312 L ¢] - - - - - - - - ‘ - 100

ema'iﬁl LR B olggf‘*
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Appendix-IX conte.s

1 2 a4 5 6 10 11 12 13
My
Muscovite, value
not above 15 | |
cmts _ 25 100 - 100 - - - - - o
Phlogopite block 93 B - 26 - 82 - - - 22
Optical glass 12 o - - - - - - - 100
Pepper 22420 99 . - 1 7% 224 - - 1
Qenium 32 o - - - - - - - 100
Palladios 1,593 1 &) - - - .- - e
Rhodiun 873 2] - - - - - - - 100
Ruthenium 210 1 - - - P - 299
Osmiridgum 231 6 - - 56 - = o= - 44
Rutile 180 0 - - - - - 5 - 100

CONEBeosveae 200/~
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Appen@ix.IX conte.e
2 3 4 -3 6 7 8 9 10 1 12 | 13
Tale, skeat!.teo )
ground - 537 - - - - - - =) - - - 100
ziroconium oxes 637 21 - 2 - - - - - -

79

2.

3.

4.
S.

Includes castor beans
Includes strontianite oy mineral atmtim aa:bmﬁm and aelsctite ox mineral

gtrontium sulphate.

Includes gillirenite & .
Includes ore, concentrates, compounds, alloya. ingots, shot.
Includes ore, cxide, alloy, pigs, bars, scrap subes etc.

{x) Less than one-half the unit

Source’ The Intarnational Developmsnt Advisdry B@u&.

wmww (mhingtun, +C., March 1951 » pp! 114“117@



Pezcentage of Eamne

Commodity ings from foreign
operations
Buzroughs 41
 Cogoa Cola 55
Dow Chemical 48
Gillstte 51
Hoovee 60
IBM ' 60
Merck - | “
NER - 53
Pfiver | 57
Revion b 12
Richardson Merrel B
Rohon and Haas .
G.D. Searle | - 40
gpexcy Rand‘ | 50
sunbsam | , s

Xeros 46

Source: Pegapective (Caloutta), May 1978,
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APPENDIX ~ XI

Mamfacturing: 1964+65 196586 1966-67 1967-68 1968-69 196970

Comtry 100 100 100 100 100 100
UK. | 68.4  68.1 66,3 66,6 65,4  68.3
u.s. 10,3 10,2 9.3 9.5 9.2 10.7
West Germany 3.6 3.4 3.8 3.9 8.4 3.3
Switserland 5.7 8.0 7.6 1.4 6.7 8.5
Canada 3.8 3.5 3.0 2,0 B, 5.0
Sweden 8.2 3.9 42 41 3.7 3.8
Others ' 40 60 5.8 5.6 6.3 5.8
N r e e mmeet e e e, c et s e e, ., —a
Baversqes & Tobasco 100 100 100 100 100 100
U.K, 94.8 93,1 92,2 92.4 91.9 OO
U.8, 1.0 1.} 1.1 1.0 1.0 1.0

W W B e e me e G WS B e W AR W g e W b A B e e W N S G W WD S e e ue W W e e
[

Textile Productss 1 100 100 100 100 100 100

UK, 100 100 100 100 100 100
. e mame B m o me e, e, m——. . e e, ... - -
Trangport Equipment: 100 100 100 100 100 100
U.K. | 80,9  83.4 79.5  79.0 7.5  T1.5
U.s. o . .6 . .6

eontBesinres203/=
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Apmna”‘”xx ﬁmt ede

f&untry 106465 1965-86 1966-67 1967-68 198869 1965~70
West Gurmany 18.2 15,9  19.9  20.4  19.6  19.7
Others - - - ' - 2.2 2.2

"’*“‘—l*”m’&ﬂ‘ﬂﬂh*ﬂﬁ#ﬁ“ﬁ_’nﬁﬁ»ﬂ"—w’-wﬁﬂ,ﬂﬂ

Machinery and

Machine Tools 100 100 100 100 100 100
UsKa 43,5 458 45.2 81,1 49.6 54.1
Uesy 14.5 14,0  15.4 11.8 145 138
West Germany 4.0 4.0 4,4 4.3 4.2 4.0
Switzerland - - - 3.2 3.1 2.9
Sweden 39,0 36,2 35,0 29.6 28.9 2745

~ietal and Motal

Products | 1630 100 169 100 3.50 . 100
vk 66,0 65.6 69,1 68.6  55.4 55,6
U.S.A, 2.7 2.7 3.1 34 2.8 2.5
Wast Germany R o4 8 8 .9 «9
Switserlana 28.3 28,1  23.6  23.5  27.9  37.8
Canada 2.6 3.2 3.6 40 3.2 3.2
Swednn L - - - - Y -
Others : - - - - - -

Electrical goods & - \ , , .
/,Mwhinn 100 100 100 100 100 100

“;Ka ’ 36;8 40.5 3816 36‘5 39‘:0 3&.‘

contSecves Q2Q‘/""
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1964565 1955~86 1966~67 1967-68 1968~69 1969-70

Pountry

U.8.A, 23.9 22,7  20.7 20,9  31.2 34,5
West Germany 77 6.5 8.0 B.S 5.9 4.8
Switzerland 11.9 12,8 11,4 11.5  11.6 9.7
Swedsn 1.3 1.1 9 1.4 1.4 1.2
Others 18,4  16.4  20.4 20,7 20,9  17.4

.cmmicala and

allied : 100
UK. 69.8
U, 8.A. 10,7

Jest Germany 5.0
Switserland 6.6
Swaden 5.3
Others 2.8
I T T R SR v,
Rubbag goods 100
U.X, 42,8
U.8.A, 35.9
~Switzerland 21.8

W T w an e oar WA W A G R R R AR G e e A e AR R e se W W TR G W e A S o a  u

W g W g WY AR W wp e W e ae N AR A e e W e e

100 100 100 100 100
67.7 65.3 65.4 65.8  67.6
10,6 9.4 11.0 10.8 11,0
43 3.7 39 3.7 3.8

6.9 10,0 %4 ' 7.8 T3

4.6 8.0 8.5 4.8 4.4

5.9 5,8 8,3 7.4 6.2

100 100 100 10 100
49,3 54,7 B5.8 88,5  S585.8
31.4 28,1 27.4 27.0  26.8
19,2 17.2 16,8  18.3  17.9

c@ntgaoﬁobtp?ronS/"
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Apmﬂﬂix*XI Cﬂnt L XX

Fomtzy 1964~65 1965~66 1966-67 1967+68 1968-69 196970
statienaxy and | | -
office equipment 100 100 100 100 100 100
U.K. 65,6 69,9 69.9 2.1  75.8  78.8
UsBuhs 30,1 30,1 30,1 27.9 24,2 21.3
o -..,,.-,...v,,...,...,..,,
Miscellancous 100 100 100 100 100 100
U.K. 66,2 66,2 49,3 49,2 54.9 85,0
switserland 18.8 18,8 30,9  31.0  27.5  27.4

Others 15,0 15.0 198 19,8 17.6  17.6




— 1964 1965 ' - 7
oCc oC ' Total oC Total De oc Total DC oC Total
| 82.2 83.8 166.0 92.9 125.3 218.2 92.9 151.6 244.5 95,7 210.1 306.8
Plantation - w1 - % WS SR S S | - a0 a
Petroleum 45.8 1.8 47.6 44.2 7.6 51.8 38.2 10.5 48.7 35.7 10.8 46.5
Manufaeturing 33.5 64.9 98.4 44.2 B3.5 127.7 50.7 105.8 156.5  57.5 142.1 199.6
services 2.9 17.0 19.9 4.5 34.1 38.6 4.0 35.2 39.2 3.5 57.1 60.6

Lo

456.7
o2
70.3
261.3
104.9

E_

110.2 312.7 422,99 1316.7 317.2 433.9 127.0 304.3 431.3 140.86 316.1
Pm;t‘tiou -l «1 «3 - ol oy 4 b 02. 2 " - M
Patroleun 41.7 28.3 70.C 42.8 35.6 8.4 4312 37.9 79.1 36.1 34.2
Manufacturing 64.0 212.7 276.7 69.3 211.6 280.9 ©£0.3 199.6 279.9 98,8 182.5
Services 4.5 T1.6 76.1 4.6 69.8 MH.4 5.5 66.6 72.1% 5.9 99.2

1312

: 154.8 331.1 485.9 DC = Direct .Capital
Plantat ion - 2 S | 0C = Othexr capital
. " a4 £Q 8 Sourcat Reserve Bank of India Bulletin,
Petroleun | 40.4 29.4 69.8 July 1975, pp. 452-56.
Manmufacturing 107.8 185.7 293.%
sexvices

6.6 115.8 122.4




S WU : SONUR———— ——
Countyy 1984485 1965.68 1966-87 196';48‘ 196869 1969470
United Ringfom 1106 1113 1365 1828  $447 1808
United States ey n3 190 208 326 %18
Wast Germany i8 18 32 3% 3 3
Switzeriland 46 58 - Pé 85 98
Sweden 27 ) 31 29 32 3
Canada - 59 59 87 89 84
Netherlands 19 23 21 53 40 42
Others 68 3 48 42 7 68
N e E R R E A E R R A . ..
Total 1665 1841 1624 2138 3104 2376

e —— —

Sources Reserve
(LAY 3

Bank of India, Fe




Country 1564-65 1965.66 196667 196768 1968~69 1969-70
UK, 6.6 6.0 7.1 7.8 8.9 6.9
UsSshs 8.1 4.1 3.6 5.2 5.3 7.8
west Germany 3.6 3.2 4.5 5.3 4.2 4.4
Switzerland 3.8 4.2 4.9 5.3 4.2 4.4
Sweden 4.1 4.0 4.4 3.7 3.6 3.1
Canéda - 5.9 5.8 4.8 4.2 4.7
Netherlands 7.1 7.4 6.8 12.9 8.6 7.3
Others 4.6 4.9 5.9 4.7 8,9 5.9
Total 8.8 5.8 6.2 8.8 6.2 6.6

sources ihid.



countey 196465 1965.86 198667 196768 1968-69 1969.70
UKe s 85 ez sz 19 10
U.8.A, 7 M e B3 108 141
West Cermany e 12 32 18 a3 28
Svitzerland - - 21 8 2
Others 3 2 1 ‘ 10 10
Total 41 103 213 159 234 2%

soures: ibid., p. 47,



countEy 196465 1965486 1966~67 1967+68 1968+6% 1960470
U Ko 46 53 158 247 161 127
U.8.A. o 21 43 48 30 39
West Germany - 18 - 24 3 2
Switzerland 28 21 @ 21 36 16
Othera 19 37 42 40 121 48
Total 118 150  20% 380 381 232

Source: Ibid., p. 49,
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