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INTRODUCTION

Compansion is a true human emotion, ut gemiine
altruism is8 a rere commodity, especieslly on the part of
political leoaders committed to serving.theit perception
of national intercst of the state, This fits into the
United States' policy of globalism which stood in direct
contrast to the Indian policy of positive nationalism,
This conflicting foreign policy goals of the two countw
ries have created divergent opinions and attitudes in
their approach to various international fssues. It hed
adverse implicotions on their bilateral relationg which

wero rcoéuced o a low key.

The main objective and significance of the present
study centre &round the global perspective of foreign aid.
In the poste-second World Var period, foreign ald emerged
a8 an important component of international rolastions,

The sdvanced industrialised countries having losttheir
control over the colonial world as a rosult of the largee
scale national liberstion movements sweeping across the
countries of Asip, Africa and Latin America, sterted
davising'variaus strategies of estesblishing structural
economic linkages with those independent, poor and undere
dcveloped countriess These poor countries finding no
alternativo to their growth and economic development
colleoborated with those rich industrialised countries and

hence, strengthened the bases of nco-colonialism. As a



i1

corollary of it, the scope of this study extends to
Justifying the fact that foreign aid in spite of its
short-term benefits, acts a8 a necessary evil, This is
due to two major reassonst f£irst, it keeps the recipient's
econcmy in a state of perpotual dependence on the donor
countries. As a result of which tﬁe recipient's strategy
of self-reliance and the process of generating selt-?
sustained growth become remote and hard to realizep
secondly, the donor countries by providing aid try to
interfore with the domestic and foreign policy gmeteiqnty
of the recipicnt countries,

The present piece of research work specifically lays
aemphasic on tho politics of ‘mericen economic aid to India
during the pericd, 195i~1961. During this period of Indic's
first two PivewYoar Plans, America was the largest donor
of economic aid to India. Dut in giving aid to Indis,
she was not free from her political motivetions and objecw
tives, In faoct, she tried to use economic aid as a lever
 for politicol influence. But it must bo mentioned here
that Americpo in spite of giving massive aid to India
during the f£ifties, could not succeed in meking Indie as
a stooge of fmerican policy mskers. This feilure of
America was mainly due to the independent and non-aligned
foreign policy rursued by India under the leadership of
Pandit Jaweharlal Nehru. The evolution of the policy of
non-alignment of India shows that it not only served the
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basic nastional interests of security, economic development
end world order, but also put the ai.d-—givéra in constant
difficulties in woolng hers It 1s because of this that
India had to forge some smount of foreign ald in order to
remain stesdfest in her commitment to nonwalignment,
Besides, the bilsteral relstions between India end the
United States were strained because of their differing
vmeological perspectives with regard to the roles to de
agssigned to public and private sector enterprises, While
India was committed to a policy of plenned ecconomic deve
lopmont with o major role assigned to the public sector,
the United States' preoference was for frec and private

entoerprisan,

Thic dissertstion has been divided into fourX chapters.
The First Chaptor presents a theoretical cognition of the
meening and different forms of foreign aild, It also
discusces the motivations of the donor ass well as the
recipiont to the foreign aild programnes, The various
implications of foreign aid have alsc been dealt with in
this chepters The Second Chapter sketches out the divergent
objoctives and attitudes of both the United States and
Indla in their bilsteral aid relations, It also gnalyses
the aregs of convergences and conflicts of miat.ian#hip
betveen the two countries, The Third Chapter emphasizes
upon the ‘aid response® of Indias A specific sttempt has
been made in this chepter to deal with the responses and
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resctions of the Indian parliamentarians in receiving

| varzaué forms of American economic aids An analysis
of the proceedings of the Lok Sabha Dcbhates from 1951
to 1961 roveals the mised feelings and reactions of the
members to the Amrican aid programmess The Fourth
Chapter gives an overview and presents, in brief, the
developments in Indoam:-ican relations after the
€iftios and also points out a few suggestions which
would help in reducing the complexities and anomalies
a_aaociated with the foreign aild programmes. In conclusion
it has beon sald that the strategy of sclf-reliance
should be strengthened ag it is the only safeguard
against the neoecolonial penetration in India and

élsewhem. .

The present study sdopts the method beged on the
enolysis of the data collected from both the primary
and sccondery socurces. The primary eources are the
Govcrnment publications md official reports. So far
as the gecondary sources are concorned, 1 have made
extensive use of books, journals, periodicala and

newapapars .



CHAPTER I

FOREIGH ALD 1 CONCEPT, PATTERNS, MOTIVATIONS AND
IMPLICATIONS

This chapter presents a theoretical understanding of
the meaning and different patterns, motivations end implica.
tions of foreign aid keeping in touch with the American eco-
nomic aid to India dquring the period 1951 to 1961, Before
proceeding into the actual contents, it is genuine and
worthvhilo to mention here, in brief, the growing necessity
and significance of 'ﬁoreign aid in global relgtions partie-
cularly ofter the second World War.

The post-second World War intornstional system has
witnessed a drastic change on account of the emergence of
two ouper powers (U,S8,A, and U.S.54Re) with their worldewide
interests on the one hend and political independence of Afro- -
Asien countries with their severe problems of poverty and
underdevelopment on the other., This marked the dividing line
in widening the gap between the rich and the poor nstions
known as the Goveloped and the underdeveloped countries rese
pectively, VWhile the developed countries have undergone the
rovolution of modernisation enjoving high prosperity and
stendard of living, the underdeveloped countries have been
confronting with the problem of absolute poverty and trying
to fulfil the rising expectations of the people, This being
80 "the gap between the rich and the poor natioiss has become
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inevitably the most tregic and urgent problem of the present
day international mutica".i

Hith the beginning of the process of decolonisation in
the aftermath of the second World War, no doubt, the poli-
tical linksges botween the colonial and the coclonised states
have come t0 an end, but their econcmic linkages still pere
sisted which gave rise to the forces of neowcolonialism, end
this necesserily stood as an impediment to the growth and
development of the under-developed countries, Therefore, the
foremost problem facing the Third World countries including
India was the problem of how ¢to overcome their economi¢ backe
vardness, 7These countries, becoming increasingly conscious
of thelr poverty and the disparity between them and the
developed countries, sdopted economic development as thelr
main posteindependence slogans Eince domestic sourcea of
capital and commodities existing in the underdeveloped
countries were not enough to meet this gem' foreign aid
{besides foreign trade and technology) was considered by the
Governments of these countries as en important instrument to
bridge this gep. And the developed countries also considered
it a8 o diplomatic device to influence end maintein their |
presence in the newly independent countries of the Third
lorld and thus, established structural linkages with them.
Gradually, over thg years, foreign aid has emerged as an

b § Barbara Jackson, The Rich Na
New York, 1962, D.36,
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important component of international relstions. At present
also, sach and cvery nstion of the world is involved in the
progremme of ald either as a donor or a recipient or both,

It 18 ggainst this backdrop of growing importance of
foreign aid in the development of the Third Horld countries
including India, we will now discuss in detalls its meaning,
patterns, motivations and implications of U,S, ald to India,
since foreign aid has also become a major 1nstmshent of U,8,
foreign policy throughout the underdeveloped world in the
postesecond torld Yoy period. T0 an sverage American citigen,
U84 atd €0 India was considered to be a gift, while to an
Indien, it wos a purchase of Americen goods and services
ageinst grents end loans repeyeble with interests, If it
wes a glft thon the United States would have expected grati-
tude from India, Dut the U,S, felt that she neither received
honour from Indie nor witnessed friendly relotions. But this
was not wholly trues. It has been discussed in the subsequent
chapters how the divergences in objectives and attitudes
between the United Stetes end India have crested anomalies
in their political relstions,

Foreign aid which 48 also slternatively cslled external
assistance 15 an ambiguous term, Scwe of its definitions,
including that given by the United Nations, view it narrouwly

to meen only “outright granta® and "net long-term loans®
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for econonic mrposes..z The U,N,-definition, thereforeol

considers foreign ald as consisting only of outright grants
and net longeterm lending for nonemilitary purposes by
Governments snd international organisations. While same
others teke it in a much wider sense to embrace everything
from grente ond loans through shorte-term export credits to

streight trading mlations..a

10 begin with, it i3, therafofe. 'impoﬂ.ent- to cieriéy
what &8 meant by 'foreign aid', The essence of foreign ald
15 that 4t consists of oxplicit tranafer of resourcaes -
financial and/or technicel « from the donor to recipient
- countries on concessional terms. Uillem G, Zeylstra defines
foreign old a2 a “cooperation with g foreign state or auto-
nomous political unit with the object of assisting that state

or sutonomous political unit in furthering its economic growth

and social s‘a:'t:w:;n:w;s‘.*"s

Forelgn sid may, therefore, be defined as the transfer
of copital and knowhow from one country to another, which is
made on concessional terms, While loano contain only some

2 Quoted in Freﬁar&c Benham, Egonomic Ald o Undeg-
ey ntries. London, 1962, p.24.

3 Por & sumnary of the controversies in the definitions
of fo:ed.gn 4, see Adr#.en Moyea and Teresss Hayta:,

York, 1967, paTls |
4 Nﬂlem G-. ZeYlatxao mmn_mmww-
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alements of afd, grants constitute aid in the full sense of
the term. The aid component of a loan depends upon the span
of the grace period and the rate of interest. Under the
narrower definition, lomns given by scme international agenw
cies may not be considered as ald because the repayment
schedule 1s less then ten years and the rate of interest is
over six per cent orf 80, &5 in the case of some torld Bank
lognsa,

One more point needs montion here. Foreign aid is
normally assccipted with national government and internas
tional orgenisations.s Although there are certain privste
inctitutions or organisations mhich.extend supports to needy
countries, they do not assune a much significant share 4in the
total flow of olds. The present study focuses sttention on
the cconomic ald given by the U,.3, Government to India during
the period 1951 to 1961,

Forcign aid may, thus, be vicwed as a concept which
rofors to the £low of capital, goods snd technical resources
either dircctly from the government of s donor country. or
through internstional chennels to the government afi a rotie
pient country. I¢ includes bilgteral and multilateral grants,
concessional Icena.' and technical assistance,

Broedly speaking, foreign aid may be military or economic -
which 18 extended by one country to another a2 loans or grants.
This includes asssistance rendered through various miltilateral
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agencies such a8 thev Yorld Bank, the International Monetary

. Pund (IMP) and various other specielised agencies of the U.N, =
as well as that vhich is strictly on a bilateral basts. Used
in this contoxt of bilaterslism, the U,5, foreign aid includes
a nunber of programmes autht_:z'isad by the m::lém Congress for
its use 4in the receivmg country« India has received verious
forms of Americen sid to its Gifferent sectors of economic
deveolopment., |

The €low of foreign assistonce from & donor £o a recie
piont may generally be routed in the following patterns on the

besin of its noture, terms and conditions and sources,

Ao disccussed just above, there ere mainly two types of
sources through which sid is chennelised ~ bilsteral end malti~
lateral. The bilateral ald is negotisted by two stotes or
governments while the multilsteral sid is regulated through
internctionsl sgencies and institutions like the World Bank,
the I.MsF., etcs Assistance extended by non-governmental
organisations or individuals is celled prtvaté ald vhioh is
not within the purview of the présen’c study. It mey be noted
that almost ninoty per' f:és:t of the governmental aid routed
through bilateral asgrecments and the quarmxm of aid genorated

through multilsteral organisations is only ten por aenbos

5 Hurlidher Dharand?sm&a xe¥
. F S y ‘% i
1980, p.21.
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From the donor's point of view there seems to be aavéral
good reasons in fevour of bilateral aid, Firstly, all bl
leteral atd 4s, in practice, tied to donor's national exports
which ensure that commerciasl f£ringe benefits of assistance
come back to the donor itself. This is true of American PL48O
food odd Progr amne vhose one of the primary objections was to
diopose off her surplus food productions. Secondly, in biw
lateorsl aid’the donor nations can exert certain degree of
operational control of pid which 42 not possible under milti-
lateral alde Thirdly, cinco there is direct contect with the
recipient of ald, whatever is done on thet eccord would boost
the national imege, and satisfy the tex payers of the donor

country.

Conversely, many of theAaQVentages in the bilatéral aid
of ehe‘aanore are disadvontages for the recipients, For
ostenple, ald tying often prevents the recipient country from
buying hor imports in the cheapest markets odds considersbly
to her a5t of development. Horeover, it neturazly‘resene#
the feet thet 5&1&2@:&1 s3sistance makes interference in the
recipient country's domestic politics essier. Recipionts,
thercfore, generally much prefer multilatafal alds Multie
latersl cid has big sdventeges from every point of view,
oxcopt that i¢ 45 very hard ¢o get. It 1o more‘acceytable
politicelly to rceciplents and to large extent it takaa:the
notionel politics out of foreign gosistance thet often pere
ploxes bilotorol opcrotions. Lastly, multilaterasl ald is
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obviously the best answer for many smaller donor countries
whosSo cffort is too gmnll tO justify o bilsteral programe

of their m;s

in the cmtext. of India, most of the foreign economice
aid received by hor has been in the form of bilsteral aid, the
principal donor being the U.S.A. The American economic ald ¢o
India Guring its f£irst two Five-Year Plano stood at nearly five
billion dollars. Appendices I (A) and (B) show the percontages
of foreign ald utilised by Indis which were recéived from Alffer
~ ent domors during the First ond Second Five-Year Plans. Another
pattern of foreign aid from the point of vicw of its nature 4is
broedly clescificd oo (o) capitel 8ig, (b) comnodity ald, and
(c) tochnicel side HNow, lot us discuss those threo forms of
eid,

(o) cCapitol pdd

This refers to financisl trensfers es well as the supply
| of mechinery plants, components and partse It 48 intended to
raise the level of cutput by expanding the capitel base of the
recipient's cconomy. Capital assistance, thus, supports crea~
tion, oxpansion, and modernisation of capital, that is, provie
ding copitel ald to the concrote physical meons of production
like fectories, roeds, ports, pover faclilities, irrigetion
works, etce. The sppendices given st the end point ocut the
quontunm of rmerieon copitel aid to vorious projects in Indla.

8 Ronold fobinson, (ed.) Intermational Co=operziion in Add.
Conbridae University, 1966, PPe2T=29,



(D) Commdtty Al
%" Commodity aid usually takes the form of free supply or

- supply et privileged price of the surplus products of the

donor to the recipient countries. The American Food Add to
India 18 .an example of such category which was given under
verious Acts and Agreements, Of the total U.3, atd to India
since her independence in 1947, over one«half has been in the
form of PL 480 food essistance. This impressive food aid has
coma to India through the India theat Loan of 1981, Section
402 of the Mutusl Security Act (Public Lev 665), and Public
Law 480, Titles 1, 1I, and :xx. &pmnéicus Il and III present
tf.he various commedities received by xnd.ta and their value in
dollars and rupees under sath of thesa agreements,

 The Yheat. Losn

Almost twoethird of all V.5, assistance to Indla since
£iscal year 1981 comes under the Food for Peace Programme,
The £4irst instance of American ald being extended to Indis
was in Magust 1950, when & grant of 54.5 million to purchase
Americen food graing was offered during a food shortage.
tthen India*s food shortsge became critical egein early 4n
1951, Indio requested more assistance. American Congress
passed the Indias Emergency Food Md Act of 1951 and approved,
under this legislation, the first losn to India in June 1951,
The loan worth $189.7 million (Rs 90.3 crores), was given to
India for the puxpose of financing the purchase of two million
tono of wheat from the United Ststes, The loan, with 2.5 per cent



10
‘interest, is repeysble in dollars. The Act provides, however,

- that the f£irst $5 million of interest paid by India 13 to be

ﬁum&a back to her for the rehablilitation and development of
her Universities and institutions of higher mmingf?

in 1958, the Mutual Security Act was gmended so that g
portion of V.5, technical and financial aid to Indla could be
supplied in the form of sgricultural comnodities. Under
Section 402, 636,000 tons of whest and 18,000 tons of cotton
worth $67.8 million (Rs 32.3 crores) were suppliﬁa to India
during U.8, fiscol years 1955~1957. The rupee proeceeds from
the sales of thesa commodities were to be spent on certain
mutually syreed-upon Gevelopment projectss Of the proceeds,
Rs 40 million have been earmarked for a mmnmber of technical
co-operation missions, for the visits of Indlans to the
United States, and for the salaries of American technical

. personnel in xnma.ﬁ

The Public Law 480 known as the Agricultural Trade Devew
lopment and Assistance Act, enacted in 1954 by the American
Congress was intended to serve two main purposess (1) to prow
mote the United States’ agricultural trade development by

7 3. mﬂmﬂmﬂsﬁkhwg Imerican A1G
» Hew YOI.'R; 1%54 9085.;

8 Ibid., pﬁ.‘aﬁms‘? *
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diaposing of surpluses: (i1) to assist the nesdy poor nations.
The main goals of the United States food aid under the PL 480
'f,an into five brosd cstegoriess (a) surplus disposal, (b)
market development, {(c) furtherance of foreign policy, (&)
humanitarien relief, snd (e) economic development.

Section 2 of the Lgw indicates the declared policy of
the American Congress tos |

(1) expand internationsl trade among the U.S3, and friendly
nationsy

{14) promote cconomic stability of Americen Agricmlme:!

{411) €urther the foreign policy of the United States through
the diapuaal uﬁ the agrimlmral mmmditiam

(4v} encourage emmmic develomentz
(v} purchase strategic meterialsy and
(vi) pay the United States'obligations a}mﬁ&gg

These diffcrent objectives have changed depsnding on
varying circumstences and neeés over the years. The originel
act contained threo titles. However, in 1859, ‘1'11’.;& IV was
added to the Acts Title I provided for the sale of ggricule
tural commodities in ti\e local currencies of the recipient
countries, The etcumilated locol currency 1s to be uysed;
partly to mest with the expenses of the United States in the
recipient country. lihdile meking these sales, the President -
ic celled tos (o) teke reasonagble messures to protect domestid
commercial sales on world prices; (b) encourage sales through
private trafe chennelsy {(¢) use "the mithority. and funds* ¢o

.s, Govemment Printir:g Gfﬁce, 911. Pels
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develop 1ncréaae& demand for Ameiiaan goodsy (&) secure
commitment from recipient countries that they will not ree
sale to other countriesy and (e) help any friendly notion
to teke advantage of this appoztunigyal°

Title 1II provided for the donation of agricultural commow
dities to countries for fomine or disaster rclief and to
"neecdy poguiation”.ii

Titlc I1I suthorized the noneprofit orgenizations to
distribute food in the United States or sbroad. It also
permitted the Prosident to barter asgricultursl surplus
commodities for strateglic and othér raw materials produced
abroads

Since its opergtion in 1954 the Act hes been extended
and zmended seversl times, The 1957 “Cooley” amendment,
nemed after the Cheirman of the House Agriculturel Committee,
Harold D. Cooley, provided that up to 25 per cent of the
loenl currency proceeds from the sale of American agricule
turpl commodities shall be made aveilsble for lending in the
private scctor tO two categories of borrowsrss (1) Americen
£irmo or thoir subsidiaries coperating in the host countries
or indigenous firms hsving an affiliation with an American
£irms (2) Indigenocus €£irms of the host countries with no
Americon affiligtion but which src facillitsting the disposal
of Americsn sgricultural products, &.g., local private

10  Ibia,
11 IniGe, Polda
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worehcuses storing grains, or flour mills processing the

qrama m-xs

The five agreements between India and the Unitad States
under Public Law 480 provided for Rs 77.6 crores to be set
apart as the Cooley Fund, As of February 28, 1962. a sum
of Rs 75,4 crores had become availsble to the Cooley Fund,

The pettern of Cooley Fund leaves no doudt that the bende
ficlarieo will be Indian cepitalists, India is no doubt
grateful for the help it receives £ram tha U.S‘ but we have
always felt that this ald tends to run nounter to the aocialis-
tic objective we have placed before us, US ald to us is very .
largely conditioned by the underlying thought thet Indis having
chosen the democerptic path, it must be helped to stand on its

foot in order that “communism® maey not sweep this sub~cnnt1nant.14

India 1o the laergest bencficlery of the PL 480 food
aaaistanca~ainca it first signed the pgrecaent in 1956,
appendir IV showvs the level of £b§é imports by India up ¢to
1961 through the PL 480 programme,

Though America could not succeed grestly in Indla during
the period of the present study through her PL ¢80 programnme,
but the originsl Act and its subsequent amendnents showed not
only the element of humanitarianism but at the same time also
esteblished the U.S, potentisl in making efforts st maintaining

13 e, Nids Indien c&i’iﬁﬁli e T4 Ngresgmean
tiow Delhi, vol.2, m.3, May 15: 19620 PG‘Q

14 Inid,
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the structural linkages of the developing countries with the
vorld cepitalistic system,

{c) ZIechnical Agsistance

Technicel old refers to the transfer of skille and knowe
ledge. It involves imparting training to the nationals of the
recipient country and the provision of despatching skilled
foreign porsonnel/experts £0 corry out the required develope
mental tesks in the‘tecipient countrys The fundamentsl aim of
guch assistonec 1o to ratse the lovel of augpuﬁ hy ¢henging
or improving tho mothods of production in the recipient country
through skilled and technicol expertise.

The U.J. oxparts have been scnt %0 the developing counte
rics including India to cdvice on poiiciea end progranres in
their €ields of specielisstion end to troin host country's
counterports ultinately to tghke over the job, OStudents,
techniclans, agnd officials from Indila have also besen brought
to the U5 either for short observation tours or for longer
troining programmes. Thus, under this technical essistence,
thousands of indian nationals received training in the U,5,
‘ond U.8, axports in Indis also served for £ba development of
India through their technical skill and erypertise., Prom 1982
to 1962, the United States gent g total of 1,593 technicians
snd ocaports €0 Indias More than one«third of these were sent
for projecto in egriculture end natural resources. In the
swme period more than 3,000 Indians went abroad for training?
of thesec, 846 to study agrieulture.Is Eut one point which

15 3¢ Chandresckhar, QDaCiter P934
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needs mention here is regerding the nature and effectiveness
©of such technicel assistance to the Indien conditions. This
question has beon raised in the Indien Parliement snd discussed
in chépter 3 of the present study.

Differont amounts and combinstions of these three basic
forms of ald, plus adjustments in the timing mﬁ condgitions
of ald, deloying or withholding of aid, and use of access t;.o
host country officials for discussions and persuasions, permit
eild to be used a8 & flexible and often pwerfgl instrument of

U.9. foreign policy,®

Another pattern of aid 4s related to the project ve
programme atd. A4 extended by a donor country for specific
projects is called the project side. In the project aid the
donor tokos a Single plant or project gs the basis for the
ollocation of aid and he can insist that the money gronted
should be spent for certain specific project. While in the
progroxes aid, cconomy 48 tohen 25 & whole and the neod for
oxternol rosourees for achieving srecific goals are fully
apsessed for the same purpose. Progromms ald i not tied to
any poarticular project, ut 4s provided tsd negt the ovaerall
roquircrents of the recipient'’s economy. In this type of ald,
foroign ald is ecccpted not for individual projects but for
tho vhole progrome with its many projects which are subservient

16 Joen M, Nelson, Aid, Inf.
Neny York, 1969, p«10,
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to the uhole programme. Appendices (V-VIII) show the quantum
and 1ist of difforent American~aided projects and progremmes
in India.

Throughout the £irst two FivesYear Plens, more than s
hundred major projects were taken up under the technical cos
operaticn progromne, Americen assistance to Indien industriali-
sation may be spid £o have begun with the signing of the Indow
imericen Technical Coepporstion Agreement of February 5, 1952,
Bver sincc the Dovelopment Loan Pund has been established in
1957, contimious and systematic assistance has been provided
towards industriclising India, #As s result of the agreement
botveen Indic end the V.54, a programme of technical assistance
and cooperation to bo financed jointly by the two governments
was initiated &in 1952. The essentipl rurpose of the Indow
fmerican Technical Cow~operation programme 45 ¢0 make knowledge,
tochniques, men and materials of one country available for the
cconomic and soeial dovelopment of the other. The sssistance
given to India {5 molnly technical end developmental and come
prices a five-pronged approschs one, the use of Americen teche
nicians or axperts who demonstrete new technicques or nethodology
under the various projectsy two, the aaditianalipraining of
Indian techniclans sbroad, who upon thelr return €0 India
corry forward work already underteken by Americen countorparts?
three, the procurement of demonstration emiipment not aveilable
wvithin India for pilot projects: four, the psyment of costs for
contrscted cervicest and five, substantipl sssistence in the

form of food ptuffs, steel and ccpital equimnt.”

] i 2w 6 New Delhis |
vervica. 1957, PsSe
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In addition, by an agreement signed on December 23, 1960,
the U.S, Export-Import Bank has authorized a further credit of
$50 million (Ro. 23.81 crores) to my equipment and capital
goods in the United Otstes for projects in both the public and
private sectors in India. Since 'the sanction of the $150 million
loan to Indie agreed upon in 1953, the number of loans has
incressed to . Thé Export-Import Dank loans totalled $246.9
million (RS 117.6 crores) as of December 31, 1961 ¢ §153.7 milldon
(Rs 73 crores) arc for the private sector, and §$93.2 millden -
(Ra 4443 crores) are for the public sector. (9ee Appendices
In, %, end XX), Indic’s private industry slso benefits from
U,5, loans through the Industrisl Finance Corporation, a Govern
ment of India Corporation with a U,S. Governmont loan as cepital.
Appendices XII end XIXX give the €icures of American aid ¢o

Indie's privaste industries and industrial devcolopment respec
tively.

Very often, for soveral reasons, the donor cmnaa may
docide that certein conditions or strings should be attached to
their ald packages, This phencmenon of sttaching conditions to
ald is ecalled 'Tying or Tied Aftd‘. which may tske any one or
“all of the following formsi | |
{a) Project Tyings It refers to the condition under which
funds uill be mede available for certain specific items of
expenditurc to be used for thet project.
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(b) Procurement or Source Tyings It ties conditions under
which funds made svellablec can be spent on goods and services
originating from a particular country, usually the donor itself.
This was true of American PL 480 food sssistence to India.

{c) Currency~tyings Under this form of aid tying, the recie
pient country is obliged to repay the loans in currency or
currencies specified in the agreement, India had to repay the
american loans in both dollars and rupess depending upon the
terms of dlfferent agrecments entered into between the two

countries,

Thereforo, under this pottern of 'Aid Tying', the donors
try to aschieve their cobjectives genorelly by tying assistance
in the above various ways. Besides, a large proportion of the
assistence £lows back to the donor countries in the form of
payments for the import of msechinery, commodities and menpover
under the conditions of aia.

On the other hend, an united ald remains generally free
from all these strings., But it is difficult to £ind a pure
and perfect united aid programme. Though the Goviet eid,
unlike the Vestern aid, 4id not sttach strings unacceptsble
to the recipients, but it cannot be categorised as the ‘united
sid’ in the strict sense of the term.

The flow of foreign aid from one country to another is

the result of a set of coumpulsions felt by both the donor and
the recipient to fulfil their national odbjectives. These



19

© compulsions result ocut of their motivations. Ue shall exemine
4hem the motivations of the donors as well ss the donee. For
viéhe donor country foreign aid meems to stem from such consie
deretions as « mumanitarien, politicoestrategic and economic,
Now, let us discuss, in brief, these dqifferent motives.

Humonitorian. tiotives The mein motivation usually advenced for
ald to the poor nations is that there is a moral cbligation to
help the poor. The way to determine the degree of civilisation,
of humanemes is to look at what a society does to help the
least fortunato within it, and slso the leso fortunaste else
where, Officiel publieatims within the United Stetes usually
emphasize that the resson for aid is that poverty is s threat
to the world security snd peace and this threatons the freedom
of the U,5, {itself,

The growing disperities between the developed and the less
developed countries gseem to have also stimilated the argument
in favour of foreign ald which advocates that the stability
and aezurif.g of the affluent countries cantiot be ensured 5o
long os threec cuarters of the world populece remain in scute
poverty. It is being believed thet poverty anywhere constiw
tutos a danger to prosperity everyvhere. The developed counte
ries, therefore, thought of making efforts to narrow down the
gulf between the hgves and havewnots and thereby to enhance
the woalfare of the mankind. And this led to a close inters
dependence between the rich md'tha poor nations. AS Goran
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. . Ohlin once remarked, “"Eccnomic aid is an essential element
‘in progress towards internstional peace and solidarity®, 18

Although foreign aid 18 justified by the donors on
various moral and humanitarian grounds, in actual practice
the long range cbjective of ald allocation is to influence
the cconomic and political behaviocur of the recipient nations
suited to the interests of the donors. Therefore, the evoluw
tion of foreign aid hss been largely governed by political and
economic interests of the donor rather than the humanitarisn
conoideration. This point is well teken up by Hayter Tercsaa
in her book 'Aid as Imperialism' where she observeds "Aid
hos never besn en unconditional tramsfer of financial resources
and usually the conditions attached to aid are cleerly end
dircetly intended to serve the intercsts of the governments
providing 1e2,3%

To olarify the point further, foreign ald is rarely given
without strings and political cmotives. John Ps Lewis writes,
“Daspitco deniels the fact 48 thet all foreign aid carries
strings and every foreign ald relstionanhip involves beargain-
ing, howcver gontesl, between the eiding and recoiving pere
- t4eds The question 18, how acceptable ere the strings and
constructive tho bérgalning.“m He further remarks, “The

18 Goran Ohlin, "Foreign Aid Policies Reconaidered®,
{Paris s Organisation for Economic Cooperstion md
ncvclop:nent. 1966) . cquoted in Ragymond Fe likessll, The
BE SoLrelan Al mmn; 1970, paZa

19  Hgyter Teressa. Ald. a8 Inpexdslism, London, 19*7'1, Peds

20 John P, Lewis, guiet Cris: aye
ment _and smerican Pollcy. «wshingwm DeCas p.asa.
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. . opecification of uses, the soctting of conditions, the tying

- of strings to ald 18 a touchy business if the recipient is
'8 sovereign notion, It is particulerly so in a country like
India, vherce the pale legal ebstraction of sovereignty has
heen freshly enimated by s struggle for independence.,  But
the tying of mutuslly cgrecable strings to ald is inoviteble,
In principlo, it works best where the rendering and receiving
'; of nid s rocognised a9 o straight-forward bargeining rela-
| -tionship betveen legal and morel ecquals, in vhich each perty
has something to gein from the transsction and 48 prepered
£o nogotiate, but not beyond a certein point®.?3

Both the supor powers percciva ald a8 an 1ﬁstmnt of
influencing the coonomies and politics of the Third Uorld
countrics vhich ore cither friendly ¢o their ideoclogy or at
leest not friendly to the other sides The political and
stratecgic considorstions largely shaped U.S5. aid allocation
to Third Yorld countries, Ind:.a was also not an exception
to such U,S. political motivation. But the United States did
not gucceed substantioclly in her motivetions towards India
uniike in other Third Worid countries. Even the Resgan
Administrotion has also laid renewed emphasis on these while
Justifying foreign assistance programme and saids ‘v hen
radical forces threasten our friends, when esconomic misfortune
croates conditions of 1nstzaxﬂ.lity; wvhen strategically vitsl
parts of the world fell under the shadow of Soviet power, our
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regsponse can make the difference hetween peaceful change
and disorder or violence, That is why we heve laid such.

. stress not only on our own defence, but on our vital foreign

assistance pmg:me» Your recent passage of the Foreign'
Aspistance Aot sent & signal to the world that America would
not shrink from making the investments necessary for both

peace end security’ ..32

The above diocussion demonstrgtes the fact that all
through the time, foreign ald has remained ss an importent
instrument of U.S, foreign policy frameworks Ue shall dlscuss
subsequently some of the statoments and remarks given by some
diotinguished American statesmen, scholars, diplomsts and the
Congress which will exhibit sufficient strength in exenining
U:S, motivation in giving economic ald to Indla during the
pariod of the present study.

Folitdco-Strateaic Motives Politicowstrategic considerstion
holds en importent motivetion in providing foreign asid. Devid

tell emphasiges that ‘cconomic assictonce 1s gn instrument bf
pover politics ond how much g country essists 18 determined by
the benefits it yvields in terms of political support of the
dom'.“ Although this arcument may not be troe in all cases,
but the political basie of foreign aid cannot be underesatimated.

22 Eacts on FPlle, New York, January 29, 1932, p«dé.
23 David veil, Zhe Lio ‘
A L Y "A'.— e
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The United States guided by her political motivations, tried
" to get the political and moral support of Indie during various
o internstionsl crises and issues, This aspect of U,S, objece
tives and attitudes has been discussed in the subsequent
chapter,

A Committec on Foreign Ald (formed under the anspices
0f the Indian Council on Current Affairs) has sumvarised the
- madn politicoestrategic objectives of the Jdonor countries as

follourss

(o) ¢o0 scoure political support on international issues
in and outside the world institutions)

{b) to premote poutical ideslogliesn such as democracy,
ecpitalism, communism, etc.y

‘le) to secure certain military and strategic sdvantages; and
(a) to support coloniel sims and mnimatim-“

The politicoestrategic motives were much evident in the
amoricon g3 woll & Soviet ald. But America felled t0 succeed
anything notevorthy from India in spite of her messive aid
£low from 1951 to 1961, We shall discuss why hmerics falled
in her motivations vhile snalysing the implications of Americen
aid.

HeJoPu Arncld points. cut, "Both the U.S5, and the Soviet
Union have regarded ald to e considersble degree as a weapon

24 The Committee on Foreign nd, iz:uiian Council on
Qurrent Mfaﬂrs) .
& S s O Ri8 8 4s Galcutca. 1968, pp»107-103,
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which could be used against the other side in the cold war®,?>
The US ald to such countries as Vietnam, RKorea, Thailand,
Taiwan, ote. are exgmples of such assistance. TO each of
these countries, the US extended lerge amounts of ald mainly
to strengthen their ability to withstand the spreed of commiw
nism. This motivestion also held true gs applied to India
because of the cmergence of comminist China in India's neighw
bourhood end the US objective was to preclude the possibility
of snother China in the South Asia. Amother factor in US
motivations was that economic aid to India wes to be given
bepmag it ceme .cﬁinci@ental in time, with America‘'s decision
to give military ald to Pakistan®. |

Thga Soviet aid pu;icy 18 motivated bg her urge to draw
the less éwelaped mnt.:ieé evay from the hold of the capie
tolist block by helping them to live and develop independently
along the non-capitalist peth and £inally her desire to strew
ngthen internstional socislist unity. The Soviet aid sppeared
to be a political counter to the aid from the US and other
western countries, The Soviet aid to India Quring the period
of the present study was very meagre (i.e, 5.4 per cent)
compared to the gigentic American share of 61 per cent of

25

Conperative ;gay e 1962, paBe



23

the total aid flov to Indies But the Soviet ald developed
during the later period and particularly after 1971,

The economic motive of foreign aid is based on the argue
mant that development requires gesources and more the resour-
coo are availloblo the easier it becomes to accelerate the pace
. of development., Since the lessedeveloped countries do not
possess adoquate savings, forsign exchange and technical
resources, forcign atld is viéwad as an offective supplemont

to jack up the rate of thelr growth.

It hes been argued that aid io not @ _é:;e-way proceas of
donor-donee reletionships the davelopment of the less doveloped
countries 15 a benefit to the yhole world, including the deve-
loped countries. In the past, the less doveloped countries
wero important to the devoloped csuntries as suppliers of
rew moterials, as merkete for their exports and &S an outlet
for investment specially privete investment through wultie
netional corporgtions. Although in the cese of raw meterials,
the dopendence upon the less devoloped countries secms to have
been reduced to some extent in rocent years, poor countries
hold still potential markets forxr the products of the zidh
countriese It 15 g3 discussed earlier ald expands exports
of the donor countries and thus helps them reducs thelir une
cnploymont problem end meke rrofitable uses of their surplus
caopacitics,
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Thus, the economic interest is slso a major factor
in motivating the flow of foreign aid-.‘ Americans had also
this motivation which was aimed at increasing its exports
through the sale of products under PL 480 food sssistance
progremmes, :

It 18 because of the ebove interests and motivations,
foreign aid has always been acted as an instrument to achieve
the foreign policy objectives of donor countries and it has
been prectised by super powers as well as by middle range
povers in various forms depending on their masterial resources,

bases of the state and level of economice development.

The motivation of the recipient countries towards the
foreign aid is very simple. Prom their point of view, the
rctionale behind the externsl assistence 18 intimately relaw
ted to their quest for rapid economic development with a view
to achieving sn improved standard of living. The vicious
eircle of poverty, they believe, can be broken only if people
con save gnd invest edequately. This being e painful and
difficult process because of the inadequate msi:m'cas. leck
of copital formation, etc., foreign ald does play a supplee
ment role in £inding the neceasary capital to meet theirx
needs, cnd thus, preventing political and social disorder.
This was glso an inherent objective of India in receiving

Amorican atd.
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From the aohbt'a angle, the motives of foroign atd thus,
 renge widely - from purely humanitarian to political end
ccopomic ones. The plurelity of objectives has spparently
mede ald & complex phenomenon rother than sn easily compree
hensible subject. The multipurpose nsture of aid is & major
cause of uncortainty about 1ts gosls and ito effectiveneas,
It i8 beceaso of this mailtipurpose goals and objectives of
forcign eid, Norman D. Palmer has agreed with George Liska's
oxpressive terminology that it has assumed the status of “the
now statcerafe” «.26 The scale of forelign ald, its integration
into the forelgn policies of many states end its conspicuous
rolo in internetionnl relstions heve justified its sctatus an
‘the ney statceroft'.

e, let us consider some of the statements and remarks
givon by inportont Amoricon statesmen, scholars, diplomats,
adninistration officials in oxenining the motivetions inhee
rently involved in the US foreign aid programme. Dean
Acheson, former US Secrctery of State soys, "It &8 not phi-
lenthropy thet motivgtes us. DBut there is & hard-hearted
sclfeintorest in this programue® ,.27 The US Department of
Stoto Bulletin notess “"Our foreign sssistance progrem hra

26 For dm:aua. see George maka, y Jew Stat s

University Uress, 1960, end sec aiso Norman De
Palnmer, "Foreign Ald end Foreign Policy ¢ The New
otag.ocraft; Reessessed®, Orbis, vol.xIiX, Fall, 1969,
ade

27 D«Co,y
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played a fundamental role in American foreign policy since
~ the end of Vorld Wer II. It has been a major weapon in
our effort to build up the military strength of the none
commnist world. It 18 a part of Americen international |
economic policy, directly involved in financing exports and
in the development of markets® .23 Hax P« Bilitkan, a US
economist seys, "Foreign aid 4s not a goal of the US nor even

a saparate elcment in out foreiogn policy; ut rather s handy
multirurpose inaemment of that muay“. David 4.« Baldwin,
another 'aid' expert w:itea. "Foreign aid 48 .4+ & means by
which our nation tries to get othor nations to act in desired
. way".so The terms on which US atd is provided aro many and
diverses The USA tekes into considerstion a country's impore
tance for its interests bafote selscting it as "ald" reci-
pient. This condition found expression in the Foreign Assis-
tence Act and in Agency for Internetionsl Development (AID)
official documents.>l Further, it has been pointed cut in
the document ‘'Legisletion on Poreign Relations' that &
country must be friendly towards the US, "mot dominated or

28 Inide,y Hay 25, 1964, p.831.

29 Quoted in Robert A. Goldwin (ed.), Hhy Forelan Add?.
Ghicagm 1963, pPe90.
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" controlled by the internstional communist movement™r it

mast "ghare the view of the US on the world crinis® ,32

The above statements and remarks 4o indicate sufficlient
ptrength to show the many ways of US motivetion and in which
'ald' 45 used as a wespon of American foreign policy. 7The
US motivation and objective in giving economiec ald to India
and how €ar it worked, was amply explained by Chester Bowles,
former U3 ambassasdor to Indis. He remgrked that by helping
India's economic development it wa® suggested snd baliaved
that we might bring Indls into closer agtmeut with America's
approach to current international quest!.mﬁ. But India acted
in a different manner, ¥For instance, Indian Govermeent had
beon sherply and un€airly, critical of Americen policy in
varicus international issues. iIndia supportsd Chinese memberw
ship in the UMN,, vhich the Americens had opposed., On many
other international issues the Indian Government has taken
positions differont £rom that of the U,5. Government.

The implications of foreign pld ere also far«reaching,
diverse end multifarious. If the faréign aid 19 provided
| vithout or with strings or conditions mutually acceptsble,
then it is coerteilnly s boost to the economic develoment and
political stability of the poor mﬁ underaevelopgd countries,

Ralat . US Government Printing

32 Legicletion on Foreign Relstions
Office, Washington, 1968, pp«5, 44, 45,
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‘americen aid to Indla 45 an exenmple vhere we £ind thet in
opite of wheatever her political motivations, she 4id not
-éucceed in bringing India to her £old or enabling her to
remain a8 a stooge of the 2merican policy makeras, This wasg
bocouse of many ressons end the most potentiasl and formidable
among them is the nonepartisan -and non-aligned attitude of
Indis unfer the towering leedership of Jawsharlsl Nehru which
was a setback for the Americsns to achieve their cherished
objectives through economie aid. thile gnewering to the
critics of foreign aid, Prims Minister lehru asserted (in

Paorliament on Decemier 15, 19528

"Provided ve are strong enough mmselées, I reslly do

not see wvhy we should be afraid of the kind of foreigm

aid thet helps us ¢ progress more rapldly, with that

sild we could 4¢ many things which we would otherwise

like to postpone. FPoreign aid involves s slight risk,

not so much of being tied down as of compromising in

a moral sense, There is no reason, however, why we

should be afraid of accepting foreign aid, if it does

not influcnce cur policy or activities in my way" 33

The implications of foreign ald would be adverse {f the
donor country tries to steer the domestic and foreign polictes
of the recipient countries. This was the case with the Americen

¥4

Pivioton. m.nlst.ry ofxnf_omat on end Broadcasting,
Government of India, New Delhi, 1954, pp.100«103%.

33
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aid to the countries like Vietnam, Korea, Talwan and certain
~ African and Lstin American states.

India is 8 developing country and her scarce mesns, her
lack of technical knowhow snd sophisticated mechinery and
meagre ropources for copital formation have csused her to
roely on foreign aid in order to make her economy selfe.reliant.
During the last 38 years India has adopted many strategies
for sclfereliant economic development, and with considersble
success, But the many dlstortions in 2::&1&"@ éaveioment |
that arc visible shou thet our atruggle to aeiink from the
world cepitalist pystem is not completes Indian development
is a mixed beg of liberation a9 well as colleborstion with the
world capitslist systems Consecuently, political struggle in
India has to work to stmngthén pelfercliences and eliminste
structures of linkages with the capitalist worla..”
the sid-giving nstiong, the US was the main contributor of
aconomic ald to Indlas The bond of democratic partnership
between India and the US was strengthened mainly through
Amorican aid in the form of losns and gronte though both the
countries were not free from their divergonces of ohjectives
end sttitudes vhich have been discussed and amalysed in the
subscquent chapterss

amongst

¢ fnother major implication end consequence of the large
soount of americéﬂ eld 15 the emphasis on the private invest
ment (though the amount to this sector was less during the

34 Co.Ps Bhombhri, "India : Self-Rellience the Safeguard®,
Horld Pocus, vol.5, no.8, August, 1984, p.33,
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19508, but incressed in the lster period) which helped
enhancing American usiness and enlightening American
exporters, end this in turn, encoursged the private monopoly
business houses and the dovelopment of cepitalise path in
the Indisn economy. Hhile the IndowUS relationship has gone
through meny phases, the record of linkages between the two
countries is Ampressive, Out of 7,056 joint ventures with
foreign companics approved by the Government of Indlas during
1957=92, tho shere of US companics was 1,391 or 20 per cent.

Such oollcborstions are on the increase. 35

Yot agnother adverse impact of Americen 2id which often
otroincd tho IndowUS reletions, was becouse of the publie
dcbates in U,.S, md, the overt sttempt nede by the successive
US aAdminiotrations to use economic a1d as e lever for poli-
tical influence. -The lengthy debstes in the US Conpress
proceding tho shipment of large quantities of wheat in 1951,
which was occasioned by Indla's recognition of the Governe
mont of the Poople’s Republie of Chins and her active medie-
tory role in the Koreen wor are the fow oxamples. As s
result, politicel impect of US ald was considorcbly dimie
nishod and Indion resction to it wgs also romained anbivalent,
1£ not hostile, - |

Purther, Indls's asid relationship with the United States
wao marked by cortein controversies, ToO some extent this was

3s INids, DPe3d,
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.dize to the 4ifferences in their mzogteal peropactive,
- While India was committed to & policy of pleaned sconomic
development with a major role assigned to the public sector,
thé US preference was for free enterprise and private sector,
8uch difforences in their ideological perspectives haf impors
tant consecquences for Indo-US relations,

To conclude on the basis of the above discuszions, the
implications of US gssistence on Indie's economic Gevelope
ment was, no doubt, significant and farercaching. DBut at the
sone time as has been snalysed, it haa also posed certain
strains end controversies in their z;ou.t..tcal rolations vhich
uvad roculted due to the divergences of chjectives, motivations
end attitudes of both the countriesn, Although these contrtw-
vorsies and strains hed adverse implicstions on the IndowU3
politicel relstions, but their eMc cooperation in the
19508 remained a9 the milestone in their bilcteral economic
relations. It should be noted here that the trends developed
on Americon pld to India after 19508 {(as has been Giscussed in
the lcst chepter) created seriocus contradictions and di€fie
culties vhich were ginmed st perpetugting India's dependence
on the U.S. and other iWestern countries and deviating her
from tho psth of selferelisnt economde developments Hence,
the logical conelusion is that foreign aid should be treated
as a necessary ovil oven Lf it gives short-term benefits,



CHAPTER XX

UeSy AID 20 INDIA t TENSIONS OPF DIVERGENT OBJECTIVES
ABD ATTITUDES AND ITS POLITICAL IMPACT

Forcign sid 1s, a® we have éeen. an instrument of foreign
policy to serve the national interests of the Jonors, Whereas
donors looked on ald as sn importent instrument of policy, for
Indie it Was & question of obtaining the right type of aid on
the best possible terms in order to assist her existing policy
objectives, The Indian leadership had & clear comprehension
that our cconomic devalopment recuired international cooperation
and they looked touards the United States for a positive cone
tribution towvards India‘s gigantic task of economic regeneara-
tion. Qur economic plenners 4id not opt for an ‘open door’
policy toe-mmﬂé the industrieslised countries, but thoy were
very clear that a policy of isolation or sutsrchy would mean
& perpetustion of under-development snd Wﬁtﬁy;x Hence, the
Indien policy-mekers and planners started deviaing various
goals and strategies to establish structural economic linkages
with the U,S.As The United States which was then sesking
for global domination took it as an opportunity to maintein
their preaenae end evolved many specific strategles to deal
with the post-colonial nation-states. The relstionship between
Indla and U.3.A. arising out of the American sconomic aid

1 CsPe Dhambri, "U.S5.5, and Indls s Conflict and Convere
gence”, Mainstresn, wvol. XX, no.46, July 17, 1982,
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programmes should be examined in the context of certaein
spocificities and peculiarities of forelgn policy gouals of

these two countries which in fact, had given rise to the
divergences of objectives snd agttitudes between them,

According to Donald E. Ruechtdrlein, “All United States '
inteorests and policies can be £itted into one of these three
broad categories: defence, trade and commerce, and the builde
ing of o stable world order®,? Foreign ald has been used as

a tool to serve all the three intorests in varying degrees,

1t vas used to got strategic positions, it fecilitated economic
wellebeing end provided an opportunity to directly or indirectly
influenco the cmorging world order. Its foreign policy acted
a8 a restraint as well as motivation for economic sid. However,
the political atmosphore of the United States and of the ald
receiving country beceme important factors in an approisal of
an oconomic ald programme because ald is not given by one
country to another in a vaccum. Heneo, thére 1s slways some
stroctural linkagcs between the donor and the recipient in
their sid relations. |

This chepter deals with the political impect of American
ald to India arising cut of the divergences of obfecotives and
attitudes botwcen the two countriess Here, the suthor has in
most cases rosorted to the materials of primery sources in
order to explain snd justify the position and behavicor of

Y

3 ﬁonalﬂ E. t&mtﬂtlﬁm' UNLEEG LEATES tiht3OnNs L RTOrasto
W « The University of Kentucky, Kentucky,
1973, p«8.
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both the countries in their aid relations ang its impact on
their overall politiecal relstions., Before going into these
detalls, it would be worthwhile to discuss first, in brief,

the US policy towards the Third World countries in general
becausa of the global perspective of the concept of foreign

aid,

Dialectics of the U,S8, fbmign atd progrommes lie in her
oveorall national intercsts. She was facing two external |
chollenges, €irst, ideological and political diffemmé trith
the Soviet bloc and seccndlythe consequences of the political
and economic revolutions taking piac:a in Asis; Africa end Latin
Americas The U.S5, epprehended that the communist 1deblogy,
1f morged with anti-colonial political and economie movements,
would pcouire unprocedented opportunities to spread., Growth
of communiom in Asia from 1945 onwards was interpreted as the
rovolt of beckward people against the Vestern imperialism.
Thorefore, the basic probiem before the United States wae
vhat political ond 'ecomm!.c gystems would emerge in most of
the doveloping countries, There was every possibility that
political and cconomic systems snti-theticel to the United
States might evolve in these countriess The determinants of
the emergence of & system are, the historical background of
a country, the leadership scquiring political and economic
control, international power structure, ideological inputs and
the pace of politicsl and economic development. Hence, the
United Statco chose and moulded its foreign ald progrommes in
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in order to influence the process of political and economic
dgvelapment of the Third torld countries and thereby to bring
‘them to her favour and at lerge, to link them up with the world

capitalist systom,

India was important to the United States for several
reasons. First, India's population of sbout 400 millions
in carly fifties represented 40 per cent of all the people
living in the underdeveloped countrics under nonecommunist
ayctem which was equal to the combined population of the
continents of Africa and Latin Amesica, Secondly, InﬁiéAis
the largest democracy &nd hor constitution has enshrined the
concepts of individusl freedom, reptesentutive government,
frec end poriodicsl elections and rule of law similar to the
conccopts enshrined in the U,5, constitution. Thirdly, Indis
occupies a stretegically important position. 7Two grest
‘communist powerc stand at the northern frontier of the Indien
sub-continent and India shared a long boundery in the north
‘with People's Republic of China, Thus, in the cold war compew
ticion against the commnist bloe, India occupieﬁ'significanu
strotogic position. Fourthly, 4f India successfully combined
economic development with democrecy, she could set an exemple
for other emerging nations of Asia, Africa and Latin America.
If hor oxperiment failed, it would mesn that the whole of
Asig, Africa and Letin America might accept the totelitarien
oystem as tho key to solve their problems. Such development
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threatened the very existence of democratic institutions all
over the world and would hsve been adverse ¢o the interests
of the US, Hence, the success of India‘s development plans
was considered as significant internstional cohsequenaalfor
the United Stgtes, Fifthly, Indis with {ts vast land, rich
notural resources and manpower had the potentialities of
developing into & modern major powery therefore she should be
seved from communism. Even 1f she had not aligned herself
with the United States, st least, she should be prevented
from joining the rival bloc which could serve America’s |

national interests,

Amoricen ald relationship with Indla had certain special
political characteristics, based on that country's high status
in Americen diplomatic and ideological priorities, Similorly,
India’s attitude and perception in its foreign policy frame-
work in the past«indepehdent yoars 4id not stert on en antie
hmerican stance or posture, Professor 3. Gopalls biography
of Jowaharlal Hehru, clearly brings out that the Indian
leadership 414 xicm have any a priori hostility towards the
United Staotes. Emphasizing upon the formative poriod of
Indla*s foreign policy Profeasor Copal writes, "But the fact
rcmeined that, vhatever the theoretical promises of none
alignment.vlndio,waa much nearer to Dritain and the United
Ststes than to the Soviet Union, It was to the Western Powvers
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that India looked for economic and technical assistancers and
her political and trade connections were also mostly with
thems S0 it was but logical that Hehru, strengthened by the
Commonwealth connection, should be willing to explore the
chence to develop direct relations with the United States,S
India's aspiration for a close and positive relationship with_
the U,8, was clear from & conversstion between Nehru and
Krishna Menon vhere Hehru remorks, "ihy not align with the
United States somowhat and builld up our ecocnomic and military
strongth?™?

The United States was not seen generaslly as s colonislist
powver ond as Nehru frequently acknowledged, *Indian political
thinking was considerably influenced by American liberal and
democratic ideas? .5 During his visit to the United States 4in
1949 the two countries seemed tO have achieved some ressonable
degree of mutual sympathy in general outlook on world affatrs,
though this was soon to change with the emergence of the
People's Republic of China and the cutbreek of the Korean wars,
IndGic's close contacts with the Western Powers were reaffirmed
by Gulzarilal Nenda, then Indis's Planning Minister at the

BENE

s v01,2 (1947-88),

4 Ibid.

See Nehru's mdkess to a Joeint Session of both Houses
of the U,3., Congress, waahmgtan. ‘C., 13 ﬂctober xma,
guoted in amrehnrlal Nehm. Indis 's sdan

B IECLe {38 53 “u~ D DD i
Pnbucationa Division, Gavemm of Ind:ln, 1961,
PPe 583902,
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Singopore Conferente of the Colombo Plan powers in October
1953, when he said, “The United Kingdom is a traditional
exporter of capital to this part of the world and we hope
that the country will contimie 0 play its traditional role®.
And he odded thet he was *hopeful that the U.S, will also take
an increasing interest in investment in Inds.a,“é Even the
political commentator of the Hindustan Times thought that
Nanda was "pleading reather abjectly for investment of British
capital in Indis".’ The most objectionable portion of Nanda's
pronouncement came later when he was *’reparéed to have hinted
strongly that any rotarding of economlc advencement in counte
ries of this region upuld drive them into the arms of conmunie
sn®.® This servile sttitude of bargaining, throwing the dirty
bait that if aid 45 given communism will be fought, wes not
oxpected from @ sovereign snd independent country like India
which io pleying a great role in internastional affalrs.“g
Even Prime HMinistor Nehru also sdmitted Indlae's closer and
historic reoletions with the UK, and the U S,A. To quote

him, "It has Vbaen, i;apeat:edly sald that we incline more and
mora towards the Anglo=American bloc. It is perfectly true
that Guring the last few years we have had more economic and
othor bonds with the United Kingdom and the United States of
pmorica than with other countries. That 1s e situstion we

6  Hew Aga, New Delhi, vol,III, 00,5, October 30, 1955,p.2.

7 Zhe Hindustan Timgs (New Delhi), October 25, 1935, cuoted
in New Age, QDeQite

8 m_m_g% {Neww Delni), October 32, 1955, quoted
in Hew Ade, QR.CiL.

9  New Age.. QR.Cht.
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have inherited and unless we develop new bonds we shall have
to contimie as we are mm, We maintein cur old ties with
‘these countries because a nation cannot live in isolation,

tYe vented cortain things that we conld not ge: from elsewherGeses
That some people obsessed by pesssion and prejudice disapprove
of our relsgtions with the Anglo-American bloc 1s not suffie
cient reason for us to breesk any bond which is of advantage
to us®.2% Pointing cut India’s dependence on the Western
Powers during the early periods of Independence he further
remarkst ®I cennot deny that there is danger snd risk when

a country beging to depend upon another, tYWhatever the form
it tskea, dependence is always bad end one should be on one's
guard sgainst it. Yet s country, placed as India is today,
has i{nevitadbly to depend on other countries for cartain
essentipl things. Ve are not industrialised enough to produce
all that we need. We have to depend on other countriss for
most of the thingssass 0Of gourse, we must try to build up
basic industries so that we cen produce things for our
essential necds but what are we to & in the meanvhile? We
have got to get them from somevhere gnd we have tried wo get
them f£ram thoso countries where our existing economic contaets
made it easiecr for us to 4o 80. It 48 very difficult for us
to build nevw chennels of trade and commerce overnight. We
arc perfectly prepared to explore these possibilities; for

10 $3) » 2RaCiles b-z&‘h
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'tnntence. we are perfectly prepared to deal with Soviet Union
or any othor gountry that ¢an supply us with the particulasr
goods we ncedl. But the foct remains that st the roment it is
gimpler and ensier for us to import things from America,
England, Frence and other countries® ’11

It 1o @Gue to this close dependance of India on the
estern capitalist povers, the central hesdgquartera of the
Communiot Party of India issued g statement in Jamuary 1983
declaring that the Five«Yesr Plan of India ‘would only leed
to further dspendence of India on British and US imperialism
and further inmpoverishment of the people beceause the f£inancing
of the plon would go on, not from the profite of the mONOPO=
listo, but by incrossed burdena on the people, end thus
intonsify the crisis’.}? The Blection Manifesto of the party
vent on ¢o. criticise Nohru's so-caslled independent policy of
neutrality end stated:s 'A Government tied to jmperislism ...
connot pursue an independent and prograssive foreign policy,

a gemiine poli¢y of peace’ 513 Denying these charges and ree
iterating Indio's peace, nonealigned and independent policy,
Hehru stateds "o want €0 be £riendly with the United Kingdom
and the United States ut neither pressure tsctics nor lure of
help will meke us give up a position which we are convinced is

11 Inid,.

12 Quoted in MJRe Hasanl, Ihe Y Ep) by ) 1 A
ww Derek Verachwla, Lbﬂﬂﬂﬂp 1954.« p.aas..

i3 IbiGe, Peld?,
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right from every point of view' 34 He further asserted,

'So for as our policy is concerned, in spite of the fact

that we deal largely with the U.K. end the U.S8.As » we buy

our things from them ond we have aceepted help from them - -
wo have not sverved at all from our policy of nonealignment
vith any groups. Yo stuck ¢o our policy even though we had

to deny ocurselves tho offered help, That is why other counte
ries reoalize that we cannot be bought by money. It was then
that help cane to us ond we gladly ecoepted ity we shall
contimie ¢o arcept halz; provided there are na strings attached
to it ond provided cur policy is pa:. ﬁectly clear end above
mard cnd 40 not affccted by the zmlp we eccopts I roalize -
I fronkly eodnit « thet therc are always certasin risks finvolved.
Thoro ngy be no apparent risk but our sense of obligation might
affcet ocur pelicy without cur knowving ite. A1l I can say is
that ve should remein wide awake and try €0 pursue our policy
consistently and honestly's 15

This initial positive response of the Indisn lesdership
towards the Western Powers and the United States in particular,
d1a not lost very long, and a fev significant factors ress
| ponsible for this msy be identified here., The United Statss’
foreign policy makers falled to understand the meaning of
Indien notionalism end the nature of the Indian ruling class,

14 lNehru's personal telegram to Krishna Menon, 11 Scptember
1949, cuoted in G. Copal, QRaGites P59 _

88, ORJSALer DPe221w22,
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Indis hed won its freedom from British rule after a long
otruggle and ito bourgeoisie was not a compredore cless,
The Indign bourgeoisie and politicel leadership of the
nationol liberation movement had struggled to achieve control
over the Indlan market, and they were not willing to change
their masterc £rom tho British to the lmoricans. The Indian
bourgeoisic had an objective experience of British exploi-
tation of our market. This was an integral part of their
conociousness, This Claas wanted to develop the hame market,
and this ecould be achieved by a foreign policy of nonealignment,
poace end self-rcliant economie acvelopment .36

Thus, three footors are primarily responsible for a
conflict of relationship between Iﬁﬁie and the United Stetes.
Firot, the Indian bourgeoisie and ite political lecdership
woro objoctively conocious of the potential development of |
the Indion market, and its benefits to the Indian ruling
closses. Ths US Government falled to recognise thet Indie
vao not a cmall *banana republic' and its ruling cless could
not bo completoly subservient o the US atrategy of global
demination, Secondly, India .ané the United Gtates have
diffcront perspectives on problems of world peace, war and
militerdism. Since the end of the Second World War, the
Unitod Stetes, &5 the leader of the world cepitalist systenm,
has rolied upon its military power to protect and promote its

16 CeP, Bhambhri in Heinstresd, SRaGllies PPsT«B.
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gl_o!ml interests, Indian policy makérs have expressed

their opposition to the US policies of militery siliances

and military solutions to world problems. The reasons for
InGia's opposition £0 the US policy of militery intervention
azﬁe very clear. F.‘..rst.., Indian policy makers have argued
that the policy of militery solutions leads to competition
for arms build-up. Any policy which leads ¢o m‘ acceleration
of tho arms rece is a threat to peaces Secondly, India as

a doveoloping country has a vested interest in pesce. EBExcew
ssive expenditure on defence for Indlas is at the cost of itse |
econoenic develommt.- A fundemental contradiction exists
botween expeaditum'én defonce and the gcale‘ of economic

- Gevolopment. Indis believes that neither militaery solutions
can cchieve peect nof can we afford to be involved in an erms
race vithout aacfx'sietng the goals of coonomic development.
Thus India’s opposition to the US policies of military sliifances
and bases is based net on moral postures or a sense of noral
puporiority but on the firm calculation that cxpessive expenw
diture on dofence would hurt and retard our econonis developw
ment. Thirdly, India has experienced that US foreign policy
mekers &o not hositste to exercise pressures in periods of
crisis, During the Sino-Indien border dispute of 1962, and
oloo mach bofore thot on various occasions, Anglo-American
preasﬁrc was exercised over Indie to settle the sowcalled
Roshmir dspute s}:ith Pakistan, During October-iicvember 1962,
the Indicn action was in distress, and the US wanted to
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pressurise India for a settlement with Pakistan, The lesson
is that during a period of crisis the US 1o not a roliadble
friend or supporter. On the contrary, Indo-Sovict relatione
ship is based on mutuality, reciprocity and confidenee based
on predictable relisbility. 7%he experiences of nations
during periods of crisis condition their perceptions of
friends and opponents in international affairs. Indda has
experienced hootility from the US Quring periods of qrisis,
The US has always demanded a price for friendship £rom
Indiac“

Thus, in spite of the initial positive rooponse of the
Indian leadorship and thelr closer ties with the United
Statos, the relstionship betweon the two countries was not

froo £rom divergent pezméptims. gttitudos end bitter axe
periences. Thia can be better understood by the discussions
that follow here.

The first substeontial outflor of American sid to Indis
occurrced in 1951 under ths India Cmergency Food ALl Act,
whereby lerge quentities of wheat and rice vere shipped to
meot imm@ conditions arising from the monscon fetlure of
the provious year, Unfortunately the shipments wero preo-
coded by a bitter and lengthy debate in the US congress.w

17 IDiGe, PP.O=9,

18 See Wmm- 82n4 Congress, First
Session, 97, part 2, 5th March 1951, Uashington,

DaCay PPe1920»3362,
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which took place in the context of strained foreign policy
relegtions, caused by India's recognition of Commnist China
and her miva mediatory role in the Korean war. As the

first of its kind, the debete was instructive, Humanitarian
concern for India's plight coupled with fesrs of déngers to
its infant democracy were the dominant themes, yet the
political impact of ald eventually sent was considerably
diminished by the bitter opposition in some quarters against
India’s foreign and other policies. An emergency request

was received in Pebruasry 1951, but the necessary legislation
vas not completed until 15th June of that year, The critics
scem to show little appreciation of Indis's concern to estobe
14sh her newly won independence and sovereignty in the conduct
of foraign policys One issue in the debate particularly
1llustrates this: 'It was noted that India had placed an
onbargo on the export of certaln materials relevaent to milie
tary purposes®.?? ©O¢ particuler interest to the United States
was monazite sand, which contains thorium -« vital to America's
atomic energy pragmmea It was demanded by the US Adminise
tration thet the wheat loan be made conditional on Indie
allowing export of monagite and beryl materials and on the
grenting of rights to explore and develop uranium deposits

in Indla, This question was also raised in the Indisn Par-
ligment and then the Minister of Food and Agriculture,

19 ihid., p«1920, 3Statement by Senstor Maybank.
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K.M, Munshi categorically denied eny export of strategic
raw materials to the US in lien of the vheat 3.oan.3° It
was only after hectic debates and discussions in the US
Congress resulting in hegted exchanges and deadlocks, tbe
apeéific reforence o the strstegic materials vere excluded
from the agreemeont, |

The Indo-US Technical Cooperation -ngrme.n astabe
iished 4n 1951, provided the f£irst institutional arrangement
for Americen aid to India. This development was strongly
influcnced by Chestor Bowles and Sherman Cooper. Apart from
the wﬁeat loan, only technical aasiaianee*pmjects undei this
programme were forthcoming during the First Plan period.  The
Whegt Loan debate worsened the elready strained relations, in
spite of the eveontual extent of assistance., Following this,
_India"a mediatory policies in Korea snd Indo~China came into
incrossing conflict with the Dulles policy of ideological |
polarisation and massive m!.utary containment of communism,

To tha US security system, Indle wvas rated very high in
rerms of ideological factors and spresd of communism in South
Agias It 1s with this contention, the United States apprehended
that £ the present political structure of India 414 collapse,
the resulting vacuum could provide a situation in which commu=
- nism would grow. Swéral Mmericsn Administrators argued in the

30 P Faty H f-.‘? Fm Ig‘ Wl.Ix,nQoly 1951)
cols, 237#28&

21 Por Qdetails, see «US
Programe - Ropokt, Ministry of Finence, Department

of Beonomic Affalrs, Government of India, llewr Delhd,
Decenmber 1963,
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U8 Congress that the political objectives of preventing
growth of commnism will be fulfilled if the stendards of
living rise in India as a result of economic growth would
depend to a large extent on economic atd programmes. W.W,
Rogtaw stated, uye we ¢an get in the next decade the comple~
tion of this Indla toke off and a stage of sustained growth,
we would not only have preserved an independent India - which
it o major militery and strategic objective - but we will
have done gcomething aia&; We will have demonstrated that in
a country with the most acute prablezr;a of poverty and over-
population, that the political method of consent can produce
growth as a regular festure without éacepting totalitarian

. government® 22

The pericd opproximately from 19854 to 1953, witnessed the
lowest level of Indo-American relastions, Opposition to neu-
trolism reached its highest point in the US Congress end this
was accompanied by strong hostility towards the type of sociale
ist economic policy lald down in India’s Industrial Policy
Resolution of 1956, India's alleged provaricetions during
tho Hungarien Upricing in that year further exacerbated relae
tiono. The incursion of Soviet aid on a substential scale

2'2 U,8, Sengte, 85 Congresz, 1l Jession, Committee on Foreign
Reletions, "Heerings®, Review of Forelan Folicy, 1988,
taghington, D.C., P.283.
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mfma came at the worst possible time, when in 1954, the
Soviet Union adopted the economic technique of ststecraft

and signed an agrecment for the Bhilai Steel Plant with
India, It had ropercussions on the US policy planners. The
US regeotlion to Soviet aid to Indie was that in case Soviet
Union had no competition in developing countries, shs yould
attach increasing at:;nga o aild. Theraofore, the United
States shoull provide sn slternative for the developing
countries to veeken the position of the Soviet Union.
Preslident Eisenhowor emphasized the strategic importance - |
of Aslis end rocommended longeterm economic assistence to

thic rogion. He sald, "significent testimony to the success
of ocur mutupsl sccurity progremme appears in the new turns and
development of Soviet polioy. Aggreasion through force appears
to hove been put aside, at least temporarily, and the commie-
nists gre now meking trade approaches to many nations of the
froc worlgh .23 He werned that these 'appmachea had to be
watched gerofully, He recuested the Congress for suthority
to meze commitments for upto 10 years to assist underdeveloped
countries in long term projects.2® Inaie figured prominently
in thip cmzpeuﬂm-

As a result of the emergence of Soviet aid, & reappreisal
- of Americen ald policy towards India was considered essentigl

23  Heossgo of the President on the Mutual Security
Progxme for :95‘7, Caunittea of Foreign Relations,
i A I’ = SZEINE » 1956' p¢73.
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end this resulted in undertaking e special survey by the
Senate on the Foreign Assistance Activities of the Commnist
blog and their implicetions. Its report recognised the fact
that the cold war was still on and the present Goviet éconmnm
assistence policy, simed st underdeveloped countries was part
of 1t.,°° Thercfore, it was suggested that (a) the U,S. should
continue ccononic apsistence in her own national interests

{b) she should not withdrew economic atd from the countries
recoiving oid from the Soviet Uniony and {(¢) longeterm commit-
ments for eid should be made by the Unlted States. Hence, the
incursion of Soviet aid led to a drastic reappraisal of both
the sizo and conception of American aid in India and from 1§55
‘omvarde Americen aid became much more substantial.

India's policy of ﬁonmalignmant has been a source of
otrain in Indo-American relauons.“ The continuous public
@ebete in the US 4n giving aid to India has eggraveted these
tensinns.l In India therc has been nothing to parallel this
debste on ald and terms of ald, since sttention has been
largely centred on her total economic effort, as expressed
in tho Five-Yoer Plans. On the whole, Indis's lesders have

25

mmest. of the Special Comittea to St:udy the Foreign
ALd Progremne, V.S, Benate, Vashington, D.C., March
1957, PPsl=2. ‘

26 For a usaful study of Indo-US mlati.ons see. G.Iu
Poplol end P. Talbot, Indis end Mmerdcs - 4.5
Theig Relationn, Harper, New York, 1958,
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remained fairly imperturbable in the face of attacks on
thelr foreign policy, and have largely contended themselves
wvith perdlodic justifications of ‘non-alignment’ as opposed to
denuncistions of Western interference, imperislism, etc.

Nm»al&gmant for Indies was the policy of political and
cconomic devolopment. It helped India divercifying its
sources of forecign aid, trade snd techmologicel collaboration,
A polity operstes in interngtional system and its interaction
vith other pouts.ea helps or: hempers the process of dsvolop-
ment. Political and ecmomu: devolopment teke plece wvhen
there 48 no international war and a polity 4s not threatened
by oxternal aggreasion. Vijay bLakshmi ;Pané‘ut. vhile analysing
Indic's need for peace and freedom emoneting from her policy
of nonegolignment writest “... ocur need for peace 4o imporative,
1t 15 mot morely desireble or prefersble, it is vitel nece-
ssity and dolly preyer. UWe have problems to faco in India
that would tax the energies end resources of & notion far
better cquipped ond doveloped than ours ... we need it in
order to eat, to be clothed, end housed and mede 1itorate.

We need it. He need it for these basic ungdorned reasons and
we vill not jeopardise their reelisstion by even a renote
word or action thet might add €0 the unhappy tonoions thet
alrogdy existm"” Nehruo envisaged that development of any

27 Vijag Lakshni Pendit, “India’s Foreign Policy”,
Foredgn Affalrs, vol.34, no.3, april 1956, p.435.
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country was c¢losely linked up with international forces.

He, thercfore, decided to evolve a bold, pragnstic and ima-
ginestive foreign policy to attract capital and the techno=-
logical knovhow from rivel blocs and ensure security and
peasc till the dovelopoment reached the take~off stage. The
policy of non-alignment enabled Indie to got ald for economic
development according €o her plens £rom both the blocss But
the United States remasined critical of such policy of India
a8 che could not derive the sympathy and support of India

in vorious internationasl crises (as pointed out earlier) in
ppite of her massive cconomic asqiatance a5 the major donorx

countrye

The Soviat Sputnik space-leunching heralded an era of
nuclear ctalemate, o consequent thowing of the cold war and
e closcr gttention by both the United Stotes and the Soviet
Uniocn to the interests of the non-aligned nations. It ie
pgeinnt this bookground thet the steoady inprovement in Indoe
Amaoricon relstions from cbout 31988 ¢ill the ecarly sixties
mist bo vicwod, At the sgme tine the acute forcign exchenge
erislo of 1957=-58 involving urgent appeals by Indian Hinise
tero to fmorice and the World Bank produced the growth of
a strong pro-India lobby in the Congress end the Adninis=
trotion. This ves srearhesded by such persenalities &3 the
former eubzassgdor Bowles and Cooper, Frofossor J.K,Galbraith,
loter opsointed o8 ambassedor to Indis, and senstors Kennedy,
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Humphrey, Hansfield and Fulbright. An outstanding achievew
ment by this group was the eatabnsmm in Auqust 1958 of

the Uorld Bgnk Consortium to study India's development needs
ond plons and to coordinate the ennual allocstion of funds by
donor countries. \lorld Bank opinion end influence have thus
becone crucial for the realisstion of Indin’s economic objece
tives. Hence, India's economic straotegies and goals were
steered by world imperielist institutions like the Horld Bank
ond the INMF. The United Statos which §8 the legder of these
institutions ond the leeder of the world copitalist system

. ployed s vitel role in allocation of funds to the poor
doveloping countries. But since the prasent stuldy fomsées
attention on the aress of contradictions and collaborations
between the United States and Indig in their bileterel official
aid relations, we neced not emphasize much upon the multilateral
institutions,

viith the eloction of John F. Rennedy a9 the President in
1960, the vicus of tho group mentioncd above becare daminant,
g foct vhlch was reflected in mascive ald increeses to Indla.
During this poried, questions of public enterprisc, socialist
planning and nonwealignment werc treated with greater flosi-
bility. Therc was o Stesdy diminution in hostility towards
Soviet ald and involvement in India. Above all, Indic was
roeognised a8 o key Asisn country, in vhose stabllity and
growth the Yicot hed a prime intercst, transcending differe
ences of policy and cutlook. However, it must be noted that
the Konnedy 'libersl' view failed to achieve complote acceptance,
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and even boforoe the President’s desth reassertations of
’mcre rigid ideological attitudes found voice with growing
affocts Increasing difficulty was encountered in steering
the foreign ald programma through the Congress, In a vain
attenpt to placate the conservetives the Clay Committee was
appointed to study the ald programme. AMAfter 8 lightning
world tour the Committee produced a reportza which consisted
of a serlies of dogmatic assertions based on unexanined
assumptions. Of these the most significent for India was

tho following statements

% ees WO belicve the United States should not ald a .foreign
" government in»érajecta establishing government-owned
industrial commercial enterprises which compete with
exioting private endeavours. ‘hile we realise that in
aiding foreign countries we cannot insist upon the estab=
lishment of our own sconomic system ... the observation
of countless instancoes of paliticallygaperated, heavily
subsidised end cerefully protected inefficient state
enterprises in less doveloped countries makes us gravely
doubt the value of such undertaekings in the economic lives
of thesc nations, Countries which would take this route
should realise that while the U,S, will not intervene in
their affairs to impose its own economic system, they goo

28 3ee . ] ‘ 3
196§. Of* clal fexz. United Statea Informatian Service,
1963,
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lack the right to intervene in ocur national pocket-
book for ald to enterprises which only increase their
costs of government and the foreign assistance burden
they are asking us to catrh"zg
These lines provide a good case for rejecting public
sector projecta, but the tone of the Statement scarcely gave
confidenco that individual projects were to be exanined on
their merits, The Clay Report was crucisl in ceusing the
rojection of the Bokero Steel Project by the House of Reprew
sentstives on 22 August, 1%3.30 which resulted in Prime
Minister Nchru withdrswing Indis's roquests In India the
roport piayad an important part in deshing hopes that had
becn built up by the Kennedy 'New Order',>} of weakening
tho prostige of the liberals and ¢f hardening the image of
fmoricen policies as {devlogically prodetermined, However,
during tho foundation period of Indin's economy and polity
which we aro studying here, America's stand was not much
rigild as she was solely prevccupied with the task of contain-
mont of comminiem in this region. &80 ghe did not want €O
delve deap into the contradiction of the publicsprivate sector

29 Ibide, Db
30 Ihe Hindu. Madras, 23 August 1963,
3 Hehru describad the Kennedy Administration as *the

friendliest Americen Government that India has
cncmnterea' Q\mtedgin R 1 -
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dichotomy and sllowed India to maintain her existing economic
end politicsl system, 'But with regard to India's external
policy particularly her poliey of nonenlignment, the US
seemed to be unfriendly end critical and went to the extent

of attocking it as 'immoral’,

During the 1980s, it was 4in the interest of the U,3, that
Indis should become politicaelly and economically stable and
retain its democratic institutions, In Indis national unity
pivots on the gosl of achieving economic growth. This drive
fok coconomic growth, in a way, is a continustion of the Indien
Nationol Movement and the Indian leagerchip after independence
looked for the Hestern powers for economic ald in order to
overcome its poverty and underdevelopment. The United States,
then the lesding global economic power, came forwsrd with
maaoive economic ald considering India's strategic significance
and her own national interests in the region. The U3, leaders
perceived that the people of Indie would evaluate the perfore-
mencce of their government in terms of how widely and rapidly
the process of modernisation takes place under the democratic
system, If development is roterded, there is every danger of
Indie £aliling under the influence of some other systen whether
it is commniom or fascism or some other ’'ism's Such develope
ments were considered contrary to the interests of the United
States, BShe apprehended that 4 the nationsl plans for economic
devolopment frlled then the central government in India would lose
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pover end mass anarchy would result. If this happens the
power of the central government would be usurped by rivsl

foctions. Iillikan and Rostow write in Forelgn Affairos

"The commitment of most of Indian leadership to the
methods of consent and non-violence i8 so deep that
aven Lf economic development lags, en carly commnist
take~over 18 exceedingly unlikelys that {s likely over
the years, 1f development loses its momentum, is increa-
sing confliet and confusion within the Congress Party,
a resurgence of sectional and linguistic intercsts |
perhaps breoking into violence, a heightening of the
political and sociel tensions created by mass unemploy-
ment 15 short, a reversion to the kind of political and
social instebility which tempts otherwise modergte
persons to suppor# anyone who can maintein order.
While there 15 no communistwinapired crisls at prescnt,
tha prospects are poor for stable and effective govern#
ment if the present development programme failﬂ“;sz

To sum up, with the above specific objectives Indo-US

ald reletions, in its totality evolved round two opposite
trends - one trend was drawing the two nations closer in
economic terms end the other trend was throwing them apart

on account of the diversity of interests and ettitudes in

32 lMeFs Nillikan and W,W, Rostow, "Foreign Aid & Next
Phasc”, Foxcion AEEfsirs, vol.36, no.3, April 1958,
PPe431~32.
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thoir egpproaches to the world issues in the framework of
their notional intorcats. Ald relections explain the ceuse

ap well g3 tho consequence of overall politicoeecononic
otrotegies of tho two countrics.s The United States aid
policien tovards India evolved in plecemeal otyle rather than
on the leng~torm planning reoted in overall Indo-US roletions.
Relﬁtlans between the two countries hed to be viewed in the
vwider perspective of the U.S, interest in South Asia end her
cold war strategies 4in Aéia particularly her relstions with
Chins ang Pekisten. Indla’s adhercnce to the principle of
non-olignment and America's perception af the pioblems of |
socurlty requiring military élliancas in this region led to
tensian—arientéte& rolotionss Although India, as o matter of
principle and pragmatism, did not join any power bloc. Yet,
America odopted policy measures to prevent India from joining
the rival bloc and ald was used &3 one of the instruments for
this purposae, Thus, the economic relationship between the
two ecountries was better and consistent during the period of
th& pregent study than the political relations which 4id not
seem to bo cordicl and cogent because of the persistence of
divergences of objoctives and attitudes.



CHAPTER XXX

. U«Ss AID & THE INDIAN RESPONGE

This chepter specificelly lays emphasis on the responses
and reaoctions of the Indian parliementarians to various aid
progremmes recaived from the United States during the period,
1951 ¢o 1961, It has bean d4Bcussed here how this American
oconomic eid had creasted divergences of opinions and feelings
gmongst the Members of Pa:iiament.

It may be argued that during this period it was India
itself that had largely determined the ngture and pattern of
aid ncgotistions. There were two basic reasons for thisp
first, the fact that all aided projects had come within the
seope of the FlvesYear Plans meming therehy that initiation
and sdninistration had been sn Indian msponaibiuty; Foreign
- oxports were used in an advisory rather than supervisory
capecity. The more important reason vhy initistive lsy
substentially in Indisn hands was that she had insisted on
forrmloting her own economic priorities, refused to link
oid with the question of alliances and ideology and stoutly
defended herscelf sgainst attecks on her domestic sovereignty.
This was made smply clear on May 1, 1951 when the Indian
Prime Minister, Nchru declared in a broadcest to the nation
that India would not eccept food from any country if it had
politicel otrings attsched to it, The New York Times reported,
"Indien opinion strongly supports Nehru's vicw. Every
important nmpapér published official and Parliaementery
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reaction to the speech by Nehru in which they expressed &
cimilar view*al It testifies that the political impact of
the various ald programmes will be determined lergely by'
the reloveance of the donor's response to India‘’e economic
needs. India's basic policy towards aid is that it would
assist in the schievement of her own stated economic objec-
tivess This point must be teken care of, It has been
analyzed subsequently that foreign aid is a necessary evil
in the sense thet it perpetuates the recipient's dependence
on the donor country. |

The very nature of India's internstional position mekes
the vhole question of economic ald specifically a delicste
one. Despite her bargaining power, however, the reverse
side of the coin 15 that she is subject to various pressures
not cxperienced to the sgme degrec by other recipient counte
riess She is necessarily in the limelight of world politics
and the receipt of ald on a maﬂéiva scale emphasizss this
fact. An extensive, continuous and public debste is carried
on in the West, especially in the United States, through
‘Parliementery ond Congressional debctes, through press, radio
and tolevision modia and through periodic stetements by Heads
of Statc, embassadors, etc.2

Zhe New York Timez, Masy 2, 1951,

2 P, Eldridage, Politics of Forelion Afd in India.
Rew Delhi, 19269, pp.64-65, '
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During the foundation pericd of the Indian economy, India
woas badly in need of economic assistance f£rom abroad in order
to overcome her yovext§ and under~development, Hence, she
tried to formlate strategies to establish economic relation
ships wvith foreign countries which fecilitated the path of
dependente on them. 0Of all the countries, the U,5, was the
major donor of econcmic ald to India in various forms and
through various agrecments as have been discussed in the
first chapter. The objectives and attitudes of the U.S,
Administrgtions in providing aid to India have been discussed
in the preceding chapter. How, we shall enalyze, in this
chaptor, the attitudes énd reéﬁtians of Indian Parligmene
tariens in receiving Americen eid. The data collected and
snalysed in furnishing this chapter are mainly based on the
primary sources like the proceedings of the parliament debates,
statements by political leaders, reports and publicétions in
noyspepers, oto,

A close look and examination of the proceedings of the
Lok Sabha debates provide sufficient knowledge in understanding
the differences of opinions end sttitudes among its members,
Ho doudbt, the Indlian Government resorted to a defensive stand
in recoilving Americen aid in order to meet with her economic
needs, but at the sane time it tried to evade some pertinent
questions reised by the Members of Parlisment. Of ecourse,
Amarice in spite of her political motivetions and strategies
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could not succeed in deriving substantial gains from India.
This was due to the independent and non-aligned policy
pursued by India under the dynamic and enlightened leader-
ship of the Prime Minister Nehru, This has been made clear
from the apéfzehas and statements of Hehru on various occasions
and at verious forums, |

Now, let us discuss the important and interesting part
of this chapter, i.e., the interactions amwng the members
and the government in thelr resctions in recelving American
aids This will help us in evalusting the impact of Amoricen
ald in India, both internally and externslly. thile raising
a question in the parlisment by the Member, Shri R. Velayudhan
rogarding whethor the price of wheat will have to be raised
by two rupees beceuse of sbout Rs 60 crores for shipment
chorges, thoe Minister, KJi. Munshi, instead of providing
the eppropriste answer, replied that it could not posglbly
be enything like Rs 60 crores because the value of the wheat
itoclf 18 about Rs 90 crores.” Another issue rescted by the
Member, Shri Alexander whether the repayment of the loan may
tegke the form of supply of strategic materials like monagzite
needed by the United Stotes subject to mutual agreement by
the Government of India and the Administration of economic
operagtion in tho U.S5., the Minister, K.M. Munshi replied,

3  EBsrlicmentary Debates, part I, wol.IX, no.l, 1951,
miﬁzzvg
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'Indis does not export strategic mazeriels’s4 This stand of
the Ind&an‘ﬂovarnmént also led to hectic debates and deli-
berstions in the American Congress giving rise to the differ-
ences of opinion amﬁngat the Congressmen, Finally, such
condition was withdtawn because of India's insistence and
policy objectives.

The politicel sttitudes to ald are related to far wider
questions of foreign policy, internesl politics, economic, social
and oéministrstive issues. Ald cannot easily be considered in
isolation, and will thus always be viewed by‘any given group,
especially ‘decision-mekers', in terms of their own preoccu-
pations, It must ﬁ@ ctressed that the nature of policy-making
and dobgte is necessarily different {n India from the donocr
countries, the moat striking contrast being with the United
Statese In the letter case ald is linked up to other issues,
but yot stands out far more as an issue in 4its own right,
being considered es & major means whereby tﬁe United States
may achicve certain objectives, vherces in India political
issues mainly arise when the form or terms of aid, its dimie
nution, withdrawal or threet of withdrawal conflict with
established policy objectives.. There is thus not the same
regulerity or aontinuity in conslderation of old issues and
political opinions sre largely reactive, Here one must
distinguish between two problems, The £irst rolates to the

] Ibid.
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immodiate issues of a political nature arising from aid
programmes and negotiations. The sccond relses long-term
questions es to the extent end direction in which foreign
aild ultimately changgs the Indian economy, which will in turn
naturally affect the shape of internal politics. A8 the
second proposition c¢ould not be suited to India dQuring the
foundction period of the Indign economy end planning, vhat
follows here 45 mainly concerned with the £irst problem,

The politicel characteristics of American ald have given
rise to ambivalent sttitudes and reactions anong the Indisn
policy-makers and parlismentarisns. Before dealing with
gpecific issues, some preliminery comments are necessary on
the political nature of aid administration. It has become
almost a truism that India does not sccept aid to which she
conoidern there are ‘strings sttached'. This hes been, a8 |
discussed earlier, made clear by Nehru on various occesions.
The Flanning Commission of India also struck a cautious note
while stagting thet "external assistence is escceptable only |
if &t cearries with it no conditions explicit or implicit,
which might affect cven remotely the country's ability to
toko en independont line 4in internationsl affairs. There
aro sloo obvious risks in excessive reliance on foreign aid
which deponds on the domestic political situgtion in lending
" countries end which might be interrupted by eny untovard
internstionsl developmenta".s Strings mey be of various kinds

85  Government of India, Jhe First Five Year Plan.
Plenning Commission, New Delhi, 1952, p.26.
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renging from the crude gnd obvious to the subtle and scarcely
porcoptible, In the former category are attempts, through
hints of withdrewal, reduction or unfovoursble modification

of sid, to persuasfe the recipient country to alter its foreign
or domestic policles, In the case of India, the most obvious
targots have been her policies of ‘nonealignment’ and soclalism,
Certoin specific issuyes of foreign policy have at times also
causeqd difficuleies, such as the annexation of Goa, the Kashmir
iscue, the refusal of transit to Americen troops en route to
Koreg, recognition to Communist China, etce India hes StOOﬁ
£irm sgainst all these pweasures.6 India's independent end
non-aligned foreign policy irked the United States and a3 such,
their politicel relations could not be £irm and cordiel unlike
the economic one during the 1950s,

A review of the proceedings of pariismentary debates
provides the observetion that tho sttitudes and resctions
. of the Indian parliasmentarians to Americen aid have been
. both positive and negative. UVhile some belicved it as an
important contributicn towvards Indis's economic dovoloprent
end political stebility, othoro took it as a necessary evil
in the sense thot it would perpetuate Indin's dependence on
the United States and conversely, the United States would be
focilitated in her design to link up Indig with the vorld

6 Pul, Elﬁr&dg&; mc e Ps670
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capitalist system, The pecond argument though quite perti-
nent in Amsrican aid poliitics, could not apply to India
because of the formulation of her own interests, purposes
and priorities. In the distribution of food aild under the
India Emergy Pood Ald Act, 1951, Indie evolved her own system.
This was mede clesr by the Focd and Agriculture Minister,
Shri Thirumale Rao while snswering a question raised by
Shei Krishnanand Ral that whether the Government of U.G.A.
had asked the Government of India that U.S.,A, represcntaw
tives should be associated in some way in the distribution
of food under the India Emergency Food Ald Acts The
Minister replied that no such arrengement was mmf

One of India's primary economic interests in aild nego-
t1ations vith U.S.A. wes to secure the most adventageous
terms possible with rogard to interest payment and the
period of repeyment, It is observed from the Lok Sabha
dobates fram 1951 to 1961 that the mambers were convinced
of the low interest rate of 2.5 per cent in most cases end
8 long period of repayment,

Rorgign Lxpoxts @ Indials Biscontent
There have beon undercurrents of discontent in Indlia

as to the cquality end remuneration of foreign experts, perioe
dically expressed in Lok Sabhas Several cuestions were raised

7  Eaplienentarv Debates, pert I, vol.IX, no.l, 1951,
cOlo, 492-93,



68

with rega:d to the necessity of U,S, technical experts ¢o
the Indian conditions instead of devising indigencus methods
and techniques in order to meet with her requirement for
development, But the Government side defended 1t.on the
ground thot India needed the experience and improved methods
in order to increase her production. One interesting example
ean be given from Lok Sebha Debates regarding the intorchange
on the functions of Ford Foundation technical sssistance o
the aevelapment of cottage industries which produced a

witty aupplementary frnm shri tiohiuddin when he sald, "May

I know in whet caetage 1ndustries. they had experience in
Amertco?®® A senior Minister, T.T. Krishnamecheri, then
the Hinister for Commerce and Industry, once went 20 far as
to sgy that Indig was chary of accepting technicael assistence
due to the large number of causalties in the P&ﬂtvg This
clearly reflects that the Indien Government instead of
moving towards 'Indienisation' of enterprises, were strangely
relying on the assistance of foreign technical personnel which
crested centroversies in their bilsteral politicsl relations,

¢eonflicting Gogls

. Turning to broader policy issues, the reaction of foreign
donors to the relative allocation of roles betveen public and
privato sectors in Indian economic policy which may be cons-
trued as a question of socialism versus frec enterprise, is an

8 See, Lok Sabhp Debates, part I, volsdI, 1954, sterred
question 1534, cols 1677-79.

P Zhe Hindu, Madras, 3 November 1954,
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importent factor in shaping official sttitudes towerds foreign
ald, Opposition has been most vigorous in the case of U.5.
aid to Indias Two dominant reactions on the part of Indian
policysmakers aid seem to emerges First, in spite of some
considerable irritation with such hostile attitudes, there
seemed to bo sn sttitude of philosophic acceptence of such
ideologicel bottlenecks, coupled with the outlook that within
the wide framework of India*s mixed economy everyonc's pre-
forcences end prejudices could be acconmodstede The sharper
edgeas;oﬁ this :}asue‘ are scmowhat blunted by the f£act that
rmerica wad prepared to aid public sector pmjécﬁa in such
‘basic scrvicen as power, irrigstion, commnication, etc.
Howover, as the Indian economy grows, mamifacturing industry
will presumsbly constitute en increasing proportion of the
gross notional product, and thus peolicy issues here are likely
to become more sharply defined. Secondly, there seems to be
8 vide measure of agreement that ‘non~alignment' hes paid off
in econanic terms. The substantial inflow of Russian ald
from 1954 acted as & spur to vastly increased Western, and in
particulab Mmerican aid, Of 'mre importance, probably, is
the fact thot Russia's willingness to support public sector
pmje&a. unecceptable to the United States, has made possible
broakthrough to patterns of economic development. Simultanecusly,
Americaen attitudes have sharpened the internal conflict over |
the iscue of ‘accialiém'; or more épeciﬁcalzy, the respective
roles of ¢ho public and private sSectors., But, however, during
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the 1950a, although America was strongly guided by her idece
logicel priorities, favoured India's planning and economic
development and extended more aid o the public sector in
order to rcomove the apprehension of India being falling prey

to commnisme.

The reason bohind the enormous goodwill that the Soviet
offors are sble to gana&aw anongy m‘ people then that of the
United States constituted two contrasting character of the
lines which tho two mlds helped to develop. Por, on one side
is the Bhilal project, o0 produce on: million tons of steel by
1961, end oa tho other there 418 hardly in any such single
project in the public sector which the Ul. might have helped
to uild for the country's basic pregxe‘aa.m The experleﬁce
with the USGR gnd the socialist countries has been totally
different from the exporiences with U.8. and Wastern aide. The
projects for which Soviet pssistonce has been given are those
which the country had put high on its scheme of priorities,
Deginning with the Chilai steel project - for which the first
Soviet credit of Ro 63 crores was offered in 1955 » all the
schemes 4n vhich it has been colleborating, fall 4n the cote-
gory of hosvy Lnﬂueetzas.n The U,B4., on the other hand, was
umzilling to provide assistance to the large public sector
projects which could have brought Indie leng-torn materiasl

10 New Age, (lew Delhi), voll Vi1, No.10, March 8, 1959,p.3.
11 Ibide, vO1l.VII, HoW.5, Hovember 8, 1959, P10,
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bonefits, The '‘New Age' dated April 1, 1956 editorially
comments, "The U,5, ajsistance is mr given with a view’
to help uws in repidly overcoming cur oconomic and technical
beckwardnass, in the rapiéd industrialisstion of cur country.
The millions of dollars that have been given as logns and
grents by the United States have not helped us to get up
guch an important enterprise as the Soviet essistance 4id
in the matter of setting up of the Bhilal steel plant has

done®.

Tho opposition members in Indien Darlisment though less
. in numnber remainod. critical of American ald end charply rew
acted thet it would help establish structural linkeges with
Usehe It 48 on this ground and also due to unfavourable
terms and conditions a group of 43 members of Parlisment set

ég cable despateh ta'thé Amarican'cengreas opposing the India
Emergency Food Ai4 Act of 1551, Prime Minister NHehru while
giving a otatement in the House relating to the cable despsatch
pointed out it ass 'deprecated which might lead to more controw
“ versies with rogard to the policy which the government pursues,
He strossed that the members enjoy freedom o send any message
to eny foroign officer snd government, but if the members act
lixe giving different opinions snd suggestions without referrw
ing the govarnmént would be more controversial and harmful for
the recipient @W.lz The general case for receipt of

12 Barllamentery Pebates, part II, vol.8, 1951, col.2%e8.
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foroign aid has been accepted by the Indien government since
the beginning of FPive~Yesr Plans, but especially since the
forecign exchonge crisis of 19‘57-58, in spite of some aevidence
of roluctance fm the part of Pandit Rehru. Outside the governe
vment there has been a minority offering opposition st regular
3 the primary
conpidergtions secmed to be a distaste for roceiving charity,
Playing the rolc of beggar, loss of independence, dignity

intorvalo. Apart from comunist opposition,

and ebove all sense of self-roliance, These ideas were always
6 fector in Indisnthinking, though in sctual formulation of
policy, economic necessity overrode such fears. Jaweharlael
Nehru constently warned ageinst relying on foreign eid for any
longer than necessarys '

The Commnist Party of Indie's reactions £o the aAmarican
aid werc well summed up by Mre. Ajoy Ghosh, then the General
Secretory of the Party. He said, "We heve been very critical
of the acceptance of Americen aid because we Saw that certain
conditions were sought toO be imposed gbout the manner in which
the aid 43 to be spent. Secondly, the whole experience of
intermational politics tesches us that American imperialism
sacks tO transform the country which receives gid from i¢
into its spgtollite...s As botween two Governments we are
not opposed to gotting loan even f£rom America but on egual

%

LS - N

13 7Por examples, CP1's gttitude to US ald, see specches by
C.R. Chowdery, Lok Sabha Debates, pert II, vol III, 1953,
¢015.3826~303 *,.+ what locust is5 to vegetation, what
cancor 1o to humon body, the American dollar investment
is to our national economy and to our body politic's and
by H.N, Mukherjee (Parliementary Communist Party lcader at
that time), who described the Indo«US Technical Cooperastion
Agrecment ag a 'Slavery Dond'. Lok Sabha Debateg. pert IIX,
vol.lX, 1954, eols,2807-18, .
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Yhile dealing with India's relations with the USA, S.A,
Dange, the leader of the Communist Group mede a brillient
contribution to the debate on foreign affaira in Lok SGsbha
on Deccmber 8 and 9, 1958, He expounded American policy in
an apt slogan, 80 toO say! "Dollars to Delhi and arms to
Karachi® and he afdeds "I 4o not ssy we reject dollars
outright. Only, sometimes, we should be cautious, and the
gentlemen who go to negotiste for those dollars, should discuss
only dollars, I 4o not mean to suggest thet tho dollars given
to us hgve been accepted with any strings, or that we have
agreed to any policy which will compel us to follow the line
of America hi regard to dictatorship or martiel laws or our
ovn internal govermment., But, after all, dollars ere dollars,
and when it comes with its old habits, then one has to be
careful sbout it,.« Internally it (dollar) may not do much
for the present but internstionally, it might sometime ask
for something and I an .eﬁra the Prime Minister will guard
that that osking sholl not be carried Etmt"."s

It has been generally acccepted that a country, like an
individual, cannot consictently take without giving in
roturns ald must therefore lead to dependence, oince even
if no conditions gre sttached, the recipient must be involved

14 Heg .Agg, vol lil, No.49, September 2, 1986,
15 ibid., VOI.VI, No.11, Pecember 14, 1953; Pels
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in a mo;ml obligation t0 the donor mmry.“ his would

seem €O be a theqmtically loémal point, but it iz havd to
see that such considerstions have hed any practical impact on
Indian policy. A common reaction in Parlisment 4n the early
years of IndowAmerican technical cooperstion to the announce-
ment of missions by American experte in variocus flelds, ranging
from physical education to agriculture, was first to queation
the rclevence of such expertise to Indisn conditisns, and then
to demand whether corresponding Indian experts hod been sent o
17 4.8, Mukerit while esking a question to the Pinance
Minister, C,D, Deshmikh, whether the fmericean Dircctor of
Technical Cooperation h&é to give his consent to vhatover ree
commendations involving the allocation or expenditure of funds
which are mede avelilable by the U.S. Government and whether
this has not militated against our soversign rights? The
Minister replicdd “In the first place thers io no cuestion of

hmarica,

any infroection of sovereign r.‘ights. bocause this 19 on arrangcw
ment which we have accepted for certgin conslderstions. The

16 Seo, the specch by Shrimsti S. Kripalini, in a foreign
affeoirs debate relating to ald issues, Lok Ssbha Pebstes,
part 1I, vol.Il, no.l, 1952, cols.31629-30,

17 Lok Sgbhe Debates, part I, vol,IV, 1953, sterred question
n0.1316. cOla. 2027-8, question of visit of Anerican
{aical education expert, Dr., Jay B. Nash, part I,

I1I, no.21, 1952, sterred question no. 918, cols,
106&-90, question on the work of Pr. Laubech, Americen
adult education expert, part X, vol.,Vi, no.XXI, 195%,
c0l,1576, In & question to the Minister of Agriculture,
Kl Munshd, on the work of nmerican agricultural experts,
Dr. R,S, S4ingh asked if corresponding Indian experts had
been sent €0 the United States, The Minister replied
(one imagines with momumental impassitivity) thst no
such roquest hed been received.
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arrangement is that inside the plan, we work out certain
projects, we indicate certain prdjects for which we feel
this assistance ought to be spent. Then those proposals are
referred to this Director, who is here in the capacity, so to
spegk, as a consultant or advisor to the Central Committee,
which is the Planning Comnission. And usually the consultaw
tion results in agreements over & large part of the field.
He may have alternatives tw suggest again within tﬁe plan,
and if they sppeal to the Central Committee, then his pro-
posals are aaceptedg‘ We have found that in practices this
arrangement has not resulted either in friction or in a vio-

ni8 This reply signifies

lastion of our a@ense of sovereignty.
that the Indian Government stood defensive and in close
collaboration with the United States in meeting challenges

from the Indian opposition pa:liamentarians,

In another context in order to perpetuste India’s
dependence on USA for food ald, a member has raised a question
that in view of the repeated announcement of the Govermnment of
India to the effect that the food position in the country is
becoming more and more satisfactory and in view of the agree~
ment which we have entered with USA under PL 480 for import
of 70 million tons of foodgrains over a period of four years,
whether the Government is thinking thet if more foodgrains are

18 Lok Sabha Debated, part I, vol.V, 1953, cols.120-121,
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produced in the country the import under this scheme will
become surplus and if so will we import a lesser quantity.
The Minister for Food and Agriculture, S.K. Petil, replied
in fovour of importing and sald, "de are not still cue of
the woodse This agreement ia for a longer period for four
years. Ve shall watch the situation. Therc s en annual
roview of hov much we need, etc. I cennot just Sey that every
season would be a5 good as we wish and we may not need it,

I want four yesrs to stebilise the food situstion in the
ccuntryg"m In a speach to the Lok Sabha the Food Minister,
AP Jain also lald more amphasis on import instead of gonew
rating increassing internal production which would help in
reducing Indla's dependence on foreign countries, perticu-
lorly the U.S5,A., An exﬁm of his speach may be cuoted here
to euthenticste India's reliance on USA for import of food
aid. He says, "So0 far as wheat is conterned, we have a
£airly anbitious programme for import, and theres is not

much difficulty... Now, we hope to conclude a fresh agreew *
ment for the import of wheat under PL 480 from US, and the
wheaot under the new agreement will begin ¢o arrive from the
month of September or October, 1958."30

Raacting to the utilisation of Americen aid, the member,
D.N, Tiveri asked the question whether the Government have any
hand in the utilisation of earmarked PL 480 loan funds for

19 Ibid., vol, LI, 1961, c0l,3740,
20 Ibid., VOl XIV, 1958, col.8174.
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£4nancing specific schemes of economic development and whether
it 15 o fcct that money in this account in ExporteImport Bank
{for re~loan3.ng~) has remained unspent. In answering this
question FPinance Minister, Shri Morarjl Desai saids °The
schemes arec selected by the Government of India and f£inslised
in consultcotion with the U.S, euthorities, The DX-IM Benk

of U,5.h. grents loons to U.s, business £irms and their Indiasn
afﬁuate:a from rupee funds placed by the U,S5, Government at
the Denk's disposal under what 48 known as the Cooley Amendment
to the PL 480. Only one loen of Rs 10 laxhs has been granted
by the Dank so for. The £firms gelected should be mutually
accoptebleo to the Benk as well a8 to the Government of India,
According to the egreed procedure, the firms vho need the loans
have €0 eddress their loan applicatiané o t:_he Bank. In cases
wvhore the Bank is prepsred to act favourably upon an application,
it conoults the Government of India, The initistive thus rosts
| Eizatiy with the private sector firms, who need the loan from
the CieIM Bank, and have, thereforo, to apply for it, and
pecondly, with Bank, ‘which has to consider such applications.
and then consults the Government of Indlis” sz This enswer
made the point further clear that Indian Government Sought

the colleboration of the United (tates in finalising various
projects and thuo, ellowed the latter to penotrate into the
Iindian economy. OSecondly, tho EX-IM Dank of USA gave priority

21 Ibide, VOl XUIVII, 1959, colo.4841-42.
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to the priveto sector firms which showed their desire and
willingness in strengtheming that sector in India though the
amount éiven during the period of the present study is very
lov (as discussed earlier) due to the policy pursued by the
Rehru government in giving much emphasis on the public sector -

entorprises,

Thus, it ¢an be concluded here that en analysis of the
proceedings of the Parliament Debates revealed the mixed
feelings end reactions of the Indian Parliamenterisns to the
Amoricen eld, But the prevailing emphasis was on the need for
freedon from forcign aid as scon as possible. "I'hzahaﬁ been
highlighted by Nehru time and sgain, At the height of the 1957
- foreign exchenge crisis, he stated that although foroign aid
was most weleome, Af not a rupes camne from outside, Indias would
' £ight the prasent forolgn excaange crisis end win 11:;'22 The
Nohru government, alt;hmigh gave emphasis on selferoliance snd
‘do cway with foreign aid' as soon es possible, but they depen~
ded on USA for econcanic aid in order to overcoms India‘'s abject
poverty and underdevelopnent. txeepting few 1:;*1;1:@1:8 and nio-
understandings, Inﬁb—&mﬂcan ald relations during the 1950a
were not much tonsione-ridden and ected as one of the exémpxas of
India's economic dovelopment and political stedbility. However,
certain oppositicn party members in the Parlizent as anelysed
in this chegpter reascted sharply end remeined criticsnl of American
aid on the ground that it would perpctuate India's gependence

22 Zhe Hindu., Medras, 18 September 1957,
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on the United States and allow her €0 penetrate and influence
the decision-msking process of Indis. Although America could
not be able to succeed in her objective and motivetion in
giving aid to India, ut the oppositicns’ views should not

be discounted because foreign aid is always a necessary cvil

and mist be svolded by increasing mobilisation of internal
resources and self-reliance,



CHAPTER 1V

CONCIUSION @ AR OVERVIEW,
LATER DEVELOPMENTS AND SUGGESTIONS

One primary imptaésion that emerges from the discussions
in the preceding chapters 18 that although the areas of mutusl-
intorest clearly existed, there were substantial differences in
the emphases and cbjectives between India and the United States
in their bilaternl aid reletionships, The U.S. was motivated
t0 use economic ald as a lever for politicel influence, while
India took it as a meesns for its economic development. This,
in fect, has crented divergences of objectives and attitudes
and hos posed streins in their political relstions. Thus, it
has been obsorved and enalysed in the present study that foreign
ald alwagys acts &8 B necessary evil in the sense that it not
only helps perpetuate a country's dependence on the donor country,
but also gives risc ¢o various misunderstendings and tensions in
their bilasteral relations.

Relations between India and the United Ltates have had thelr
ups and downs since 1947, when India gained independence,
Although every Amorican Administration has gone on rocord as
boing in favour of large-scale aid to Indis, misunderstendings
had arisen as to India‘'s political objectives and policies,
America's misgivings sbout Indian foreign policy, particularly
in relpotion to Soviet Union end commnist countries, have affec-
ted the magnitude of and the conditions under which aid has been
grantede The U.S. had & major involvement in India‘s economic
sector as a donor of ald and as one of Indie's principsl)l tradivg
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partnersy but the relationships between the twod states had
been far from cordisl, particularly in mattars of aid. To
some extent this was due to differences in t.heir ideclogical
porspectives, While India was committed to a policy of
planned economic development with & major role assigned to
the public sector, the US preference was for frec enterprise
and privete sectora Therefore, Congressional opinion in the
US was opposed to the idea of giving aid to the public sector,
Such differences in f{deological perspectives had important
consequences for the IndowUS relastions. Besides, the economic
1ink, which wes established between India snd the US in the
19508, survived politicel strains becsusc its content was
cmended £rom bilateral aid to multilateral assistance snd
trade, |

Indo-US relations were strained particularly because of
the public debates in the US, and the gvert attempts made by
successive US Administrations to use economic sid as a lever
- for politicsl influence, The lengthy debates in the US
Congress preceding the shipment of large quantities of wheat
end rice in 1951, which weas occasioned by India's rccognition
of the Government 0f People's Raepublic of China and her active
medistory role in the Koresn war, served as one of the £ine
examples of the political cherescteristics in U.S. aid to
India during the fifties. It was due to this, Indian rcaction
to U,.S, aid had remained aabivalent and public opinion had been
mich leas appreciotive of US aid then that given by the Soviet
Union. ‘
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During thce 1950s, India was exposed to the rcalities of
cold wor strategies of the U,.S8, dovernment. The Indlian lesder-
ship ccncreﬁeiy experienced direct threats to our national
security and independence from the UD policies which were
conditioned by c¢old war perceptions of President Bisenhower
and Pulles, the Secretary of Btates During the 19508, the
nationaliot logdership in Indis correctly identified itself
with the resurgence of nationalism in Asia, and the Indian
lepdership sow that Ui foreign policy was in contradiction
with emerging Asian neticnalism, Besides, the ideological
suspicion felt towerds India’s policies reinforced ceution
on the part of the 'U.S. Administrotors end as g result America’s
contribution to India’s First Five~Yeer Plan was limited to
technicel essistance, apart £rom the emergency Whest Loan of
1951, The early years of the Second »lan in mony ways marked
the nadir of Indoe-hmerican reletions, During this time Qiffere
ences boecame goeuto, but et the seme time quite nev denands were
being made on the United States Congress for ascistance. In
rotrospect, this may be seen as a trensition period lesding to
8 morc balanced assessment of the American Anterest in Indiae
During '!'.h,&a period there was less concern over nen-alignment
and socialiom and & greater concern thet India should achieve
growth, dovelopment end thereby stebility, which would in tupn
reinforco the pecce gnd security of the wvhole region. Although
not stated in thesoe terma, it would aprecr thot Americs was
properedl to invest substentially in Indian developnent in
order to maintain an important component of tha global status quo.
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However, this proved to be a mors complex strategy than the
one initially snticipated. At its inception such an cutlook
assumed a continuous dislogue at top Government level over
broafl econcmic priorities, the place of American ald in the
plenn, and the right of Indlia to define and fmplement iea
own basic objectives being acccptede This aspect of divere
genees of opinions and attitudes botween the American and
iIndign policy meskers and parliementeriens has'haan explicitly
dealt with in the previous chopterss It had necessary impli-
cotions on their political relcotions which were reduced to &

lov keye

35 ¢+ EQat=1960 Fhage

During the last thircyeight years, India and the United
States have hed interaction on the basis of their perceived
roles in the contemporary worlds The United States has global
interests end it has economic and political power to pursue
ito gools of forcign policy. The United tates has pursued
ito globel forcign policy goals by forming militery olliences
with its friends, and it has used ilto inmonse econcmic pover
to gehieve its foreign policy goalse In the pursuit of its
global foreign policy, the US Government experienced opposis-
tion and reoistcnces from some newly-liberasted countries of
the Third “orlde The militery end economic power cf the US
friled to influenco those countries to viaw global reality
- from the U3 porspectives. Indian netionclism care into conflict
with US globaliom, and this has been the basic regson of
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 d4fforonces betueen India and the United States, During the

© lest thirty-cight yaeés, Indls has not only resisted the US

| m&itta:y end economic power, it has also chaupioned the csuse
difthase countries vhich felt threatened by US globalism,

;The besic explenstion for understanding foreign policy conflicts \
botween India and the US is provided by the £ramework in which

Indian nationslism comes into conflict with U3 globalism.

Indo-tmerican relations during the 19505 were at their
worst in spite of large-scale ald becenée the Americans were
pacrching for militery ollies and Indls was asserting its
national covercignty through the foreign policy of nonaligne
ment. Tho US foreolgn policy makers in the 19508 condemned
India's nonolignacnt es ‘dmmorel' and the Indian leadership
vicwed world cvents from a poa&tive nationalism perspective,
. &nd becsuso of these differing perspectives 1ﬁdia and the
United States felled to £ind any mecting ground in interngs
tionol rolations.

Indis expericnced many difficult situations Guring the
19260s, ond in doaoling with the problems of the 1960s India
found thet tho U3 followed a foreign policy of proscure and
dictetion. During the 1980s, the Us Governmcnt dealt with
thres Indian Prime Hinistors - Jawgharlal Nehru, Lal Bahstur
Shootri end Indirg Gendhi. The decade of 19608 was the nost
difficult phase in Indian forcign policy and the reality of
US foreign policy wes rovesled to the Government of India
thet US 43 intcrested in exercising pressures on Indla.
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During the Sino-Indian border conflict of 1962, the Government
of Indio cut of this difficult and desperate situation spproa-
ched the Unitod States for military help in order to defend
ha%selﬁ €£rom the Chinesc aggression. T7The United States res-
ponacd clearly by stating thst in return for military aid,
Infia would have to resolve the Kashmir problem with Pekistan,
The Us Gopvornmont suggested a guid pro ¢uo in return for
militory aosistence. The moment India recovered from the shock
of the Sino~Indian border conflict, it asserted its indepen-
denee cgoinat the US pressures. While Indie was recovering
froﬁ tho shocks and the pressures of the UZ Government during
the Sino=Indion border dispute, Pakistan invaded India in 1965
end tho United States ecuated Indis and Pekistan in the war
of 1965, A legitimote expactat&oh in India was that the
aggroosor end the victim of aggression could not be equated,
byt the US Covernment did not see any lack of logic in its
rosponso to the indo-Pakistan war'af 1965,

The cumulative eﬁéecﬁ of the vers of 1962 and 1965, and
of the serious drought on 1965«67, was felt on the Indian
cconomy, espcecially on the food fronts Indis hed been recole
ving food aid from the US under Agricultural Trede Development
end Aspistonce Act of 1954, but during the drought of 1965-67,
the US Governmont used food ald as a prescure to influence
India's foroign policy, The US Prasident Lyndon B.Johnson
had clcorly stated that the shipment of food aid should be
linked with Indian statoments on US agctions in Vietnem,
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The Government of Indis was extremely critical of the
American war in vietnmn. and Prasident Johnson wanted to
restrain Indis in return for food aids Political and eco-
nonic wvegknasses of India during 18965467 bhrought the_UB
pressure for devaluation of the Indien rupee in return for
foreign aid. The rupee was devslued but the promised aid
éid not como, and the Indian leadership which hed agreed to
the US suggestions earned public ridicule, During 196567,
President Johnson regulated grain shipments €0 Indla, successw
fully pressurised India to devalue the rupee, and he failed
to deliver tho goods in time of need for India. His policies
towvards India during this phase wero tied more to politiesl

avents than to economic performanca.

The lesson from the events of 1960s za' that the US
foreign policy makers believe in sn unecual relationship
among nations, end they excreise pmssureé and dictate terms
in roturn for military and economic aid.

India and the United States were involved in a serious
conflict situstion on Bengladesh and Preasident Hixon's termie
nation of bilateral sid during the Bangladesh liberation ilar
in 1971 brought to & head Indian resentment of the American
tendency to politicelly menipulate economic assistance,
Thercafter the flow of Americen aid to India contimued to
décuna with the successive US Administrations. This is due
£0 the persistence of _their mnﬁl}cﬁng foreign policy goals
and differing perceptions to international issues, During the
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19708, the Government of Indis felt concerned over the mili-
tarisstion of the Indien Oceen by the U3, The US foreign
policy of 19708 wap determined by .u'.a oil interests in the
liiddle EBast, end for this its geopolitical interests {n the
Indien Ocean assumed great significance. Indis felt threas=
tened by the developments in the Indian Oceen, but the US
global interests were clearly in conflict with the legitimate
concerns of India a8 a littoral state.

The US CGovernment is srming Pekistan to protect and
promote its own interests in the Middle East, ut the Governe
ment of India is concerned about the US policies in Pakisten.
The Government of India is convinced that Pskistan 43 arming
itself with US assistence on the pretext of the developments
in Afghenisten. The real goal of Pakistanl armed strength
18 to confront Indie and sven inflict another war on this
country. An alarming development in Pakiatan is its new
nuclear wegpon policy, and the Government of Indis thinks
that the US Government can intervene and influence Pakiston
not to underteke & muclear wespons programme, FPrime Hinister,
Rajiv Gandhi duriﬁq his visit to Washington on June 14, 1988,
spelt out India's anxieties over Pekistan's militery buildw
up and miclear woapons programmé. His arguments that the
americon military aid to Pekistan is imposing burdens on our
rosources fell on deaf ears. QRegarding the muclear weapons
programme of Pakistan, Rajiv Gandhi schieved nothing in the
U3 and the Indisn ples t¢ exercise restraint on Pakistan
folled to cvoke any respinscs
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The above resume of relationships between India and
the United States roveals a consistent patterm, that India
at a nationwstate should be pressurised becsuse it has
rofused to gocept the status of an ally for the promotion
of US military and economic interests, India has exper-
ionced US hostility, and the US has subjected Indis to
pressure on the military and economic fronts, Since India
344 mot ogreo to become an ally of US in military pacts,
India was made to suffer wars on this sccount. UWhen Indiens
were undergoing starvation, the U3 Government wanted a
political price for food end economic aid. If Indis feels
throotened by mucleer Pakistan which 15 an ally of the US,
India has been told to resolve this issue on a bilatersl
basis. How can Indis expect US friendship on terms of
equality? This has been the crux of the conflicts between
India and the United States.

Politicel relationships anong nations determine the
foundations of thelir economic interaction. Politicel harmony
facllitaton econmnic relations among nations. India end the
United Stotos have stxongly differed in intarnathnal £forums
on icsues of disarmament, world pesce, apartheid, etc. The
puliticcl perspective of India on globel iasues has been
disapproved by the US Government during the last four decades,
This has influenced levels of ﬁcanomic cooperation between
India end Americae

During the last thirtyeight years, Indie has been
involved in & basic struggle to build a reletively selfercliant
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capitalist economy, end for thla' India has always looked for
cooperation with developed {ndustrial countries. A catalogue
of successes and fallures of India in desling with the United
States roveals that relstionship has gai:e through many ups
ond downo. India epproached the United States for a steel
plant in the public sector during the 19508 and the response
of the US Government and the World Bank was negatives It was
proposed by the sld-givers that a steel plant in ﬁw private
soctor in Indis would be supported by the US and the tlorld
Bank. Thuo, Indie's first oxperience with US waa an unhoppy
one beccuse an attempt was mede by the US to dictate a policy
in roturn for aid. During the 19608 President Johnaon openly
used food ald to preasuriaa India to support the Amerlcan
policy on Vietnam. PFurthor, India's economic alfficulties
during 1965«67 vere exploited by the US Government to dictm;a
economic policlies to this country, During the 1950s, the U3
Government and the maltilateral institutions mainteined by 1t
are pressuricing India to approsch the internaticnal banks for
commercial loens insteed of ssking for bilstersl and multie
lateral forcign aid. India's cffort £o get a loan from the
Asian Dovelopment Bank has been scuttled because of American
opposition. On the supply of technology, the Americans have
dictated a Momorgndum of Understanding to ensuz:e that US
technology is not cimﬂeatmely transferred by Indis to the
Soviet Union. The moral is that Indie's foreign economic
policy haéa not had a smwoth journeys The US Government has
Blwvays tried to dictate policies to India in return for economic
ald and cocoporation.
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The sbove diocussions on the conflicting situstions in
Info-U3 relotions 40 not mean thet they lacked areas of eco=-
nonic cooporstion and understending., It only means that their
biloteral relaotions have not been smoothy The US is India's
largeot trading partner, Indis snd US are involved in a
large mumber of tochnologicel collaborationss The US Governe
ment hes clvoys sold an ideology of economic development based
on freo mariict economy end vhenever the Government of India
wonted to dcopen cconomic relations with the US it was always
suggested that India vahoulﬂ cpen its ecconomy and liberalise
imports from the cdvenced industriel countries. Tho crux of
the igsue 48 thet India cen hope for a smooth relationship
with the U3 1f it eccepts s policy package of devolopment
prescribed by the ald-givers end investors from the sdvanced
industrial countries. In bilatersl cconomic relations, the
US Goveornment has not recognised Indin’s mational aspirestion
to bulld g relatively self-reliant cepitslist economy. FPrime
HMinister Rajiv Gendhi's visit to the US in June 1985 has not
changed the quality of IndoeAmerican mlatioasth‘ because of
the Qiffering perspectives of the two countries, He has |
falled to persuade the US policy mekers to agree &0 grester
coonomic atde The level and quality of relationship between
India and US will heve to be on a low key a3 the history of
the last thirtyeight ycars clearly reveals, |

It mey be concluded here with a few suggestions which
would help in overcoming the complexities gnd political hobnobiné
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associgted with the foreign a&id relstions, In the first
place, s donor country in order to enable the donee to

have a self-reliant economy and develop soclally and
politicolly, must pursue the objective of creating condie-
tions 50 as to graduslly prepare the donee to 4o without it.
In other words, foreign ald’s success lies in its own
elimingtion and a successful donor is one who ¢rsates the
conditions where no donor 45 nesdeds I€ the purpose of ald
15 to keep the recipient economy in & state of perpetual
dependency, sssistance virtually becomes counter<productive,
Secondly, porsistent and consiastent efforts mist be made by
the recipient country for mobilising internsl resources along
with foreoign aid for the repid cconomic¢ development of the
country. Foreign atd chould be regarded as a temporary
palliative to gonerate the process of economic development
and not a8 p substitute to sttain the self-sustained growth.
Hence, increasing mobilisation of intornal resources with
greater productions is the best answer for a self-reliant
developments Thirdly, all decisions regarding foreign ald,
trede and collghoration should be discussed, scrutinised
and gpproved by a statutory standing committee of all

porty membership of Parliavent. Fourthly, the donor ctun-
try should stop forthwith the idea of asking political
price in return for aid which is suiclidal for the domestic
sovereignty of the recipient country. Finally, since
neocolonialism is a threet to nstional sovercignty, the
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_custodians of such a sovereignty are all members of
Parliament who should exercise grester vigilance and watch

over the foreign economic dealinga of India.

To sum up, foreign ald is a necessary evil in the scnse
that it leads to control by the ald-givers over the aid
receivers and also perpetual dependence of the letter on
the former. Brazil, Argentina, Mexico, Chile, Poland and
many other countries have esperienced serious crises in
spite of and becsuse of foreign capital, I£€ India has to
escape this route to disester, an anti-neccolonisl movement
.has to be built in this country. 7he imperialiét countries
have sucaeede& in creating lobbies in India for foreign aid,
maltingtional corporastions and the superiority of Western
technology. By co-opting the politico-buresucratic power
elite of India, the legitimacy of neocolonial penetration
into Indian economy and politics gets justified. Indians
have becn divided on the issue of foreign aid, trede end
collgborations, and lobbies 6£.£o:eign countries £ight
battles in Indls against Indisns who stand for self-reliance,
national sovereignty and import-substitution, This is the
strategy of neocolonialism chempioned under the leadership
of the United States, Colonial rule destroyed and distorted
our national dcvelopment vhich should not be allowed to be
repected. The struggle agsinst ncocolonialism has o Qe
fought rolontlessly in India. The largest social base of
modern imperiaelism in Indie i8 the neccoloniel middle classy
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an ettack on its consumerism would be an essentisl strotegy
to delink it from imperialist countries. The diversification
of India's global economic ielations has pald rich dividends
but the threat of neocolonialism persists over India becsuse
leading social groups are involved in making compromises
with imperialism. The Indisn monopolists, politico=huresu-
cratic power elite end the middle classes are the social
base of neocolonialism in India end a powerful political
movement should be started sgsinst unnecessaory foreign aid
and collgborations, Positively, the strategy for selfe
‘reliance should be strengthened because this is the only
safegquard ageinst the neoccolonisl penetrstion in India.



APPENDIX X{a)

FOREIGN AID DURING THE FIRST FIVE.YEAR PLAN OF INDIA

Romor. country Eep cent
United States 69,3
Caneada 10.1
Australis 2.7
Horway 0.3
New Zealand 0.2
United Kingdom »
World Bank 17.4

* .
Less than 0.05 per cent

BT Y W (7 YRy

APFERDIX I(B)
FOREIGH AID DURING THE SECOND FIVE.YEAR PLAN OF IRDIA

onar. countyy Egr _cent
United States 5443
Hest Germany 8.9
United Kingdom 8.6
Soviet Union 5.4
Canada 543
Japan 1.1
Mstralis 0.5
Rew Zealand 0.2
Noxrway 0.1
HWorld Benk 15,8

Sourcot Ibid,
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APPENDIX II

VALUG OF AMERICAN AGRICULTURAL COMMODITIES
COVERED BY AGREDMENTS WITH INDIA, 1951-6%

(In Million of Dollars)

. Indie Whoat Loan of 1951 ' 189.7

Seection 402 of Mutual Security
het (P, L. 665) , 67.8

P.Le. 480, Title I1I:

Pirst agrecmont, August 29, 1956 354,85
Second agrecment, June 23, 1958 55.3
Third Agreement, September 26,1958 259.8

Pourth Agresment, November 13, 1959 297.9

Pifth Agreement, May 4, 1960 14369,8
P,:LQ 43.‘)' Tf.uﬁ XX 4.9
Miscelloneous relief grants S.8
Fﬁbt 480, Title IXIX 116.8
Sourcet F § P . (Madrast United States Information

Sorvice, 1962),
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COMPOSITION OF AGRICULIURAL COMMODITIES COVERED
BY U.S. AGREEMENTS WITH INDIA, 1951861

Quantity stipulated Quantity

Comoddty  Unde
in Agrecments imported by
india through
June, 1961

Wheat Loan of 1951 Ton 2.000,000 2,000,000
Sotiey oot tutuel . 636,000 636,000
gﬁ:z: :ggfexgﬁgg gndar o 26,400,000 13,230,000
P,L, 480, Title 1I " 10,000 - 10,000
Total Vheat and Flour " 29,046,000 15,876,000
8ice |
P.Le 480, Titlo X » 1,580,000 639,000
P,L, 480, Title II o 10,000 10,000

Total rice @ 1,590,000 . 649,000
P.,L. 480, Title X " 832,000 832,000
Total foodgraing " 31,468,000 17,357,000
gotton
Scction 402 of Mutual U.S.bale 86,000 86,000
Scourity aAct
Pyl 480, Title X " 1,150,000 1,150,000
Total cotton » 1,236,000 1,236,000

ssacontinued, .



Commodity Unit Quantity stipue Quantity

lated in imported by
agreements India
: - through
June, 1961

Zgobacco
Poyly 480, Title 1 Ton 4,000 4,000
Pylig 4893 Ticle 1 » 24,000 24,000
P.L, 480, Title II n 4,000 4,000
Total non-fat dry milk » 28,000 28,000
Soysbean odl
PoL. 480, Title I " 3,000 3,000

Sourcat Ibid., 1963,
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APPENDIX 1V

LEVEL OF FOOD IMPORTS THROUGH P.bL. 480, 195851

(In crores of rupees)

~Total imports "PL 480 imports Par cent
Year of foodgraing - of foodgrains - foodgraina

e . value value | imports

. through
PL 480
1956-57 - 108 33 : 5546
1957-58 165 o6 ' S8.2
195059 151 a8 58,3
195280 150 2 G607
196064 213 150 7044

il

Sourcos The Hindu Weekly Review (tadras), 6 Decembor 1965,
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BMERICAN AID T0 RIVER.VALLEY PROJECTS IN INDIA,.
195363 o

{(Amount in crores of rupees)

Project nt
Chesbal (Rajasthan) 271
Hirgkung (Oriseca) 4.6
Damodar Vslley (Bihar, Hest Bengal) 75 .
Mehi Right Donk Canel (Bombay) 2.0
Kekrepers (Dombay) 30
Nagarjunesegor (Andhra Predesh) 29,5
Koaoi (Bihar) 17.0
Bhadrn {(Myosore) 7.9 .
Tupgabhadra (Andhrs Pradesh) 7.1
HMohanadl Delte Irrigation (Orissa) 542
Rundah (Maedras) : 76
Koyna (Bombay) 11.¢
Totals 130.0

2g {New Delhi: USIS, 1964},
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ABPENDXIX VX

AMERICAR.AIDED POWER PROJBECTS IN INDIA WHOSE

EUTIRE ANTICIPATED COST UAS MET BY THE U.S.

DLF losns 1n Rﬁpee Loans

Project ;
millions of 4in Rupees in
dollars crores
Thermals
Chandrepure Thermal Fower 30.0 20.5
Station (Demodar Valley)
Durgspur Thermal powet ,
Station Extension (West Bengal) 20.0 34
Barauni Thermal Power 3.8 1.3
Station (Bihar)
Kanpur Thermmal Power Station 1.6 1.0
Extension (U.P.)
Talcher Thermal Power Stetion 33.0 8.8
(Orissa)
Amlai Thermal Power Station 8.4 6.6
Total Thermals 96.8 4143
Bydroelegtrics
Barapani lydroelectriec power 245 - B2
project (Assem) ,
Sharavethi project, Stage II 21,8 17.2
Total hydroclectric 24.0 23.4
Grend Totalt 120.8 6447

Source’ C, Tyler Hood, “Indo-US, Economic Cooperation®,
The Hindy (Maedres), June 12, 1960,
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APPENDIX VIX

AMERICANLAIDED PROJECTS IN A LARGE NUMBER
OF SCHEMES IN INDIA

Ald to 4 cul s

-

Acquisition and distribution of fertilizers,

Acquisition and distribution of iron and steel for
agriculture.

Agricultural cconomics research.

Agricultural information, production end training.
Augmenting fertilizer supply.

Calcutta milk scheme.,

Crop production and dovelopmont.

Dairy development.

Devalopment of forest research and desert afforestation,
Exponsion and modernisstion of marins and inland fisheries.
Fertilizers imports.

Flood Controle.

Groundw=water exploration.

Groundewater irrigetion.

Hybrid malze and othexr improved seeds,
Jungle«reclenetion machinery.

Milk schemes. |

Modern storage of foodgrains,

Provision of enginecering cervices to Dagnodar valley
corporation. '

Provision of technical advisory services to Central
Hater & Power Cammission.

River-valley dovelopment.
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Soil laboratories.

Soil and water conservation.
Steel' for sgricultural implements,
'Survey of Sindri expension.

Tachnicael services in water resources and power
dovelopments .

Technical eosistance to irrigationeresearch institute,
Uttar Pradesh Agricultural Universitys.

Hgtererasources survey and minor irrigstion works.

Ald _to Ipdustrys

Apsistance to ooal industry

-

Assistonce to industrial recearch and technical
orgcnisation,

augnenting steel supply.

Bombey Central Training Institute for Craftsmen
cnd Instxuctors.

Buﬂding-&nater&als development.
Cenent.. v
Delhi Thermal Plant,

Exploratory ugnit;e excavation and developmenti
Goological Survey of Indls,

Improvement of Rgjasthan Power facilities.

Ingustrial credit and investment corporation of Indla.
Indqustriel Finance Coxporstion.

Industrial Technical Services.

Minoral development.

National Productivity Council,

Oricog fron ore.
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= Refinance Corporstion for Industry, Ltd,

« Rihand Valley Development.

- Rural elcctrification.

- Sharavathi Hydro-Electric Project.

= Smalleindustries development.

« Telecommunicaotion development,

- University of Roorkee (technical education)
A4 to Henlths

All Indie Institutc of Medical Sclences Hospitale
Assistance t0 health egencles,

Asaistance to medicel colleges and allied institutions,
- Control of filaria. |

~ Gencral nursing.

~ Health education. _

~ Health Instruction Tralning Centres.

- Maloria ersdication. 7

- Hational water supply and sanitation progremme,
- Medical education. |

- Medteal College, Barodae

- lledical Colloge, Trivandrum.

- Osmania Mcdical College, Hydersbad,

Expansion of evigtion ground fecilitics,

Indian Airunem

Jet liners for Air India Ineérnationalo

Radar and other equipnent £0r sirports,

Railway rchabilitation end expansion of national
highwaya.
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ddd_to Educstion

-
L4

-~

-

Adult education

Assictance to Central Institute of Education,
Assistance to Educational Administration.
Agricultural education and research.

Assistanco to extension programme f£for secondary-school
togchars,

Agssistonce to National Institute of Basic Educstion.
Assistanco to Ngtional Professional Educetion Centre.
Agsistance to tescher training in sudiosvisusl educations
Assistence to technicaleeducation lﬁstituﬁm-
Assistance to treining 4n adult education.
hudiowvisuel edncatibnc

Indien Institute of Technology, Kenpur.

Indion Institute of Technology, Rheregpur,

Rural institutes,

Schoolebut 1ding improvement.

Soclialevelfare educations

smeous FProie

Agsistance to muclear research.

Conmunity development programme.

Heusing construction.

Esteblishment of Central Labour Institute.
Industripl safoty,

Invastment promotion and tax otudy.
Orgenization aond mansgenent technicues,
Social Helfare,

study of cffcots of thermal environment conditions,

Sourcos S.Chenﬁrasa}i:harc

Trzining in public edministration

pereiapment

Eve 3
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APPERDIX VIII

SUMBMARY OF UasSe CCONOMIC AND TECHRICAL ASSISTANCE
PROGRAMMES I INDIA BY TYPE OF PROGRAMIE (1953«61)

(In millions of Dollars)

' ‘ — |
{1981« 119571958 {1950 {1960 { 1961
i 56 : S I
Dovelopment grant 47.8 6.2 6,3 744 8.7 8,0
- HMglaria Control & _ _
ercalcstion 21.4 6,8 12,0 10,2 15.6 13,8
Dovelopment £inancing
prior to June 30, 259.1 47.5 el - hod -
1957
DLY loang - -~ 64.9 100,0 98,47 159.1
Orissa Iron Ore s ,
Project - - 18.4 - - -
Export-lmport Bank
Loens ] .- - 15,9 = 13,6 79,5
Eood for Poacg
1953 Yheagt Loan 1689,7 - - - - -
PsLy 480, Title w 354,5 55«3 259,8 1,667.7 -
PoL, 480, Title II 3.5 1.4 - - - 043
P.Ls 480, Title 1IX 60.4 17.8 17.6 19.4 1040 18.4

Sourcos

by act oneot

liew Delms USTG,

1365)&
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APPENDIX IX

EXPORTIMPORT BANK LOANG TO PUBLIC SECTOR IN INDIA,
(1951-63)

(xg milidons of dollars)

Value of 'rkmount drawn

ordeses from credit
placed
Equipment for irrigation
projcct 3.5 2.378
- Ecuipment for Dandgkaranys A
project 2,5 04245
Equipment for power projocts 2+2 0,305
Ucuipment for ironeors
Ecuipment for Netionsl Coal
Development Corporation 19.4 13.247
Equipment. for Iiewe.u Lignite
Corporotion 1.1 0870
Equipment for Dugda Coal X
‘Vigshery 6.0 3.886
Equipment for roads and “
bridgas 3.0 0.158

Sourco! Amerdcun Ald to Indis (News Delhdi: USIS, 1964).
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APPENDIX X

EXPORT-IMPORT BANK LOANS T0 PRIVATE SECTOR IN INDIA,1951.63

(In millions of dollars)

Vaiua of Amount drm

orders from credit
placed
F— Swpm—" Ay o v it Ao - -
Ecuipment for textile industry  24.0 6,856
Ecquipment for ang:\neezing 446 . 24305
industry
Equipnent for machine tools . f
for various industries 4.5 1.928
Equipment for chemical industry 18,9 ' 8.491
Equipment for sutomobile '
industry 1044 4.00°
Equipment for aluminium ’ '
industry 57 -
Equipmont for private mangmmese 0,8 04726

and ironeore industry

Sourcet Ibid,
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APFENDIX VI

 EXPORT»IMPORT BANK GENERAL LOANS TO INDIA, 19571561

Amount

Sundatta Cotton Seed Utilization, ,
Itd. 60,000
National Reyon Corporation 1,800,000
First-linz of oradit to Government 20 A
of India, 150,000,000
Hindustan Alumintum, Ltd. 13,650,000
Alr India Internagtional ‘
(first loean) . 6'109'9%
Second line of ¢redit to Government
of Indlis, 50,000.0?&
Orient Pgper Mills, ltG. 18,500,000
Adr Indis Internotional 8,100,000
(sccond loan) |
East India Hotels 717,000
Third linc of creﬁit t.o Government
Of Indiad QS*QOOUOGO

Totals 271,927,000
Sourcos

ﬁw Delh],ﬁ Uqu, 1952 » o
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APPERDIX XII

AMERICAN AID TO PRIVATE INDUSTRIES IN INDIA, 195163

{(In crores of Rupees)

Otis Elevator of Indh.h itd, 0.10
| g:g?;fegidfyre and Rubber Co, of 2.25
Myocore Cements Limited - 0485
~ Hindustan Aluminium Limited 1.00
 Synthetics and Chemicels, ltd, 5.42
Harck, Shore and Dohme Private, ltd. 0.50
Ex-Cell=0 (India) Private, led. 0420
Premier Tyres, Itd, 0.30
Sechesayee Paper an@ Board, M4, 2400
Lederle Lsborastories (India),
Privgte, Ltd, 0.25
Gabriel Indis Private, Limited, 0405
Carrier Alr Conditioning and
Refrigeration Private, ILtd. 0437
Totals 12,79

Bourceas "MI-ey Fund Loma“ m VS
0. Indip (New Delhis USIS,
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APPRIDIX RIXI

AMERICAN, AID TO INDIAN INDUSTRIAL DEVELOPMENT, 1951-61

- {In millions of dollaro)

Purposes - _ Amount

Capitel ecquipment £or such .‘Ln&ustriea as
Jute, ment. satomobile, rsyon, psper,

otce - 29842
hineral development 212
Financiel institutions 2540
Industrial research organigations B ¥
Nuclear engineering and research , 1.4
Electricepower gencration . 162.1
Rural electrification and ezectr&cal
distribution systems ‘ 3.4
Steel supply | - | 145.8
Total ¢ : . - 668944
Sourcel ox

o DoIni T USIS Toen
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