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countries, other than the communist 
countries, remained at $6 billion both 
in 1963 and 1964. This amounted 
very roughly to less than one-half of 
one per cent of the national product 
of these countries. Obviously, the in
junction of the Economic Committee 
of the UN General Assembly at the 
beginning of the Development Decade 
that the developed countries should 
allocate at least one per cent of their 
national product for aid has been for
gotten completely. 

And as the flow of new assistance 
shows signs of having reached a pla
teau, the burden of debt which the 
developing countries have already ac
cumulated is beginning to exact its 
toll. In 1956 their outstanding interna
tional debt was estimated at just 
under $10 billion; in 1964 it reached 
$33 billion. The annual service burden 
grew even faster, because of rising 
interest rates and accumulation of 
short-term debt. From 1956 to 1964 
it rose over four times, from $800 
million to $3.5 billion. As a result, 
these countries must now devote more 
than a tenth of their foreign exchange 
earnings to debt service; and the pro
portion will rise further. According to 
the World Bank's calculations, amorti
sation, ink-rest and dividends are off
setting the current gross flow of ca-
pital to the developing countries from 
all sources by half, and will continue 
to offset it at an accelerating rate. 

To forestall this catastrophic even
tuality two things need to be done. 
First, steps have to be taken to re
duce the burden of servicing existing 
debt. Here an adequate progressive 
increase in the annual gross flow of 
aid will serve the purpose as well as 
a rephasing of interest payment and 
amortisation, but since the aid-autho
rising agencies in the aid giving coun
tries are less likely to miss what they 
haven't sot, a moratorium on debt 
servicing will be the surer way of 
helping developing countries. Second, 
fresh development assistance must be 
on such terms as will not add un
bearably to the burden of debt ser
vicing. Under a proposal advanced by 
the Governor of the Bank of Israel 
funds would be borrowed in private 
capital markets by the IDA or some 
other international agency and re-lent to 
the developing countries on conces
sional terms, made possible by a sys
tem of guarantees by the industrialis
ed countries in support of such 
borrowing and the establishment of 
an Interest equalisation fund' to 
which they would contribute amounts 
required to subsidise the difference 

between the borrowing and lending 
rates. 

Whatever the artifice adopted it is 
clear that if net transfer of resources 
from the developed to the developing 
countries is to be even maintained 
at the present inadequate levels with
out raising the gross flows required to 

unrealistically high levels (unrealistic 
not by the capacity of the developed 
countries but by the experience so 
far) the terms of future development 
assistance will have to be very diffe
rent from those governing the bulk 
of it so far. Right now the terms are 
just not easing fast enough. 

Magic Words—without Arsenic? 
T H E news reports that one gets 

from New Delhi about the Gov
ernment's deliberations on the so-
called defence orientation of the eco
nomy read more and more as original 
contributions to the literature of 
absurdity. Thus one learns from the 
Congress Working Committee that 
relentless efforts should be made on 
two fronts—on the production side, a 
quick rise in output through crash 
programmes, and on the consumption 
side, implementation of an austerity 
plan to restrain demand. The Com
mittee, after deliberating for three full 
hours over these two lines of action 
ended by deciding to issue a call to the 
nation to forgo a meal a week as a 
part of the austerity drive! Its other 
suggestion is that the Centre should 
despatch teams of experts to the diff
erent States to work out on the spot 
programmes to increase production of 
food. This is not a very fresh or ori
ginal proposal; as a matter of fact is 
it not one of the first things thought 
of and done every time (here is some 
crisis or other? Again, it is reported 
that the Defence Ministry has been 
asked to estimate its requirements 
during the Fourth Plan. The assump
tion obviously is that it is possible to 
make such estimates. Why, one may 
wonder, were not these estimates made 
while the work on the Fourth Plan 
was originally undertaken? After all, 
the present situation with Pakistan is 
not at all something that has appeared 
out of nowhere, if it was not possible 
to anticipate in 1964 what might he 
the country's defence requirements in 
1965, how is it possible to estimate in 
1965 what they will be in 1966 or in 
1967? 

Yet another press report informs us 
that the Central Government is greatly 
impressed with the idea that one way 
of offsetting the likely inflationary 
effects of increased defence expendi
ture is to ask the public and the pri
vate sectors to curtail expenditure and 
to expect restraint on private spend
ing. Characteristically, there are no 
concrete programmes, excepting hints 
about deferred payments in terms of 
defence savings certificates. The naive 

observer cannot but wonder again and 
again: if all this scope was there for 
increased production, decreased pri
vate spending and increased public 
expenditure without price rise, why 
were they not taken advantage of in 
the name of economic development 
and why are they now found so easily 
implementable when the task is de
fence? 

Apart from news reports of this 
type there is very little that is as yet 
known about the final shape of the 
Fourth Plan. The National Develop
ment Council which met on Septem
ber 6 authorised the Prime Minister 
to reorient the Fourth Plan according 
to his own discretion. On September 
24 the Prime Minister is reported to 
have sent a note to the Planning 
Commission asking it to work out a 
reappraisal of the country's plans and 
policies. If anything got done during 
the 20 days that the Prime Minister 
took to ask the Planning Commission 
to take up the work, nothing of it is 
known to the public. 

Apart from the series of announce-
ties to anything, about the preference 
to be shown to defence oriented indus
tries, the only official announcement 
of importance is that the outlay dur
ing the first year of the Fourth Plan 
would be cut by 10 per cent. Enthu
siasm for the idea mooted after the 
Chinese aggression of 1962 that 
defence and development are mutually 
complementary and development 
should not slow down because of de
fence orientation has obviously given 
place to the more realistic, if fatalis
tic, acceptance of slower economic 
growth. 

A step seems to have been taken 
in the matter of defining the defence-
oriented industries. The criteria, it has 
been stated, is to secure an urgent 
increase in the supply of goods which 
are required for (a) purposes of de
fence including civil defence; (b) main
tenance of essential requirements of 
the civil population, and (c) conserv
ing foreign exchange by import sub
stitution and increased exports. Vague 
though the first two objectives are, 
they are at least identification as tasks. 
How the conservation of foreign ex-
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change could be a criterion is diffi
cult to understand, especially in view 
of the fact that no suggestion has been 
made that the indirect effects due to 

inter-industrial linkage are also to be 
studied. It would be indeed a great 
achievement if the move for defence 
orientation somehow or other leads to 

increased exports and import substitu
tion—however, to k i l l sheep, we need 
not only magic words and ceremonies 
but also a sufficient quantity of arsenic. 

CAPITAL VIEW 

The Stalemate Must End 
Romesh Thapar 

IT is one thing to make bold de
clarations in public about what 

India will do to secure her frontiers 
and national interests. It is quite an
other to hammer out a political and 
economic plan of action which will 
give India the, strength to implement 
the public declarations. Already the 
peddlars of plan 'holidays', of 'reci
procity' and 'equidistance' in foreign 
relations, of the opium that is free 
food and free military hardware, are 
busy breaking the urge towards self-
reliance within the ruling party. The 
situation changes from day to day and, 
in the absence of a political-diplomatic 
lead, these elements are on the ramp
age. 

Over a week ago, the position was 
that Pakistan had accepted Soviet 
mediation while our acceptance had 
been inexplicably held up somewhere 
in the Secretariat. When the position 
was corrected, and Soviet mediation 
apparently accepted, the friends of the 
U S A within the Congress Parly ex
pressed their anxiety to assure Presi
dent Johnson that India appreciated 
his helpful attitude — an exercise in 
equidistance, no doubt! Even as the 
emissaries to Washington were being 
selected, news reached the Capital 
that the U S A had persuaded Ayub 
Khan to wriggle out of Soviet media
tion on the understanding that the 
gaps in his armoured divisions and air 
force would be filled. A full circle, 
but the GOI hasn't moved, diplomati
cally—unless, of course, going round 
in circles is understood as movement! 

If the first reports about a fresh US 
military commitment to Pakistan are 
even broadly indicative of thinking in 
Washington, we might as well prepare 
ourselves to face even graver challenges 
in the future. I say this because now 
the assesment is fairly general that 
although the Pakistani army was 
punished the actual result, of the cam
paign is a military stalemate. What's 
more, they sit on our territory and 
we on their's. Such a result finds 
reflection in the political stalemate. 
The USA. however, views the stalemate 
as a threat to the stability of the Ayub 
Khan regime; apparently, Pakistani 

politicians and army men are active 
exploiting the embarrassment of those 
who lalked of "strolling to Delhi". 

A fresh commitment to Pakistan by 
the USA would of course be dictated 
by the psychopathic desire of the 
Pentagon to possess a reliable base 
against the communist world on the 
sub-continent and also by the political 
objective of preventing a link-up of 
Pakistan with China. There could be 
a division of opinion on the matter of 
a commitment, whether it should be 
predominantly military or economic. 
But it looks as if the military commit
ment is inevitable, if only to repair 
the damage done to the Pakistani 
army and to Ayub Khan's prestige. 
And here is the rub. Any such 'repairs' 
will be viewed as a hostile act by 
India- unless, of course, the Johnson 
Administration still believes that it 
can produce the medicine to take the 
sting out of the hostility. 

If western experts on India and 
Pakistan have gained new knowledge 
of the sub-continent during this last 
month, they do not seem to be mak
ing much use of i t . The diplomatic 
grape-vine is again quivering with 
news that the West is putting finish
ing touches to a new formula on 
Kashmir which wi l l make its inde
pendent status palatable to both India 
and Pakistan. Obviously, the unsus
pecting Swaran Singh is going to get 
the formula thrown at him in the 
course of the U N General Assembly 
session. The political tacticians in 
London and Washington are probably 
living in the fond hope that the pre
sent circumambulation of the GOI will 
remind the Soviet Union that there is 
solid sense in watching from a distance. 

If the talk we hear these days about 
self-reliance is seriously intended as 
the anchor of future policies, then the 
GOI w i l l have to take the plunge very 
soon. The armed forces, who have had 
to pitch their courage against massive 
Pakistani superiority in armour and fire 
power, know at last that there is only 
one source which will give us the sort 
of help we need to make our military 
capacity effective in the immediate 
future. That source is the Soviet Union. 
The USSR can also provide the basic 

material for building self-sufficiency in 
military hardware. Moscow's generous 
response to our demands, made always 
after our failure to obtain such hard
ware from the West, has convinced all 
but a tiny minority of dichards— and 
they no longer matter. The fear that 
such a step wilt upset our economic 
links with the USA and Britain is i l l -
founded as the experience of other 
countries shows. Anyhow, the fear 
must be fought energetically if the call 
for self-reliance has to be enforced. 

This is the only way to end the pre
sent stalemate, to recognise the need 
to establish a balance of power which 
guarantees existing national frontiers, 
to establish relevant perspectives for 
both South Asia and South-East Asia 
in the context of China's traditional 
ambitions, and to discipline those who 
attempt to divide and rule this region 
on the pretext of fighting communism. 
This clarity in objectives is lacking in 
the GOI. The ruling party can become 
a leaderless mob unless this clarity is 
achieved. The danger signals are out: 
a hundred MPs demanding nuclear 
weapons; ministers talking loose about 
internal and foreign policy; and the 
continuing incapacity of the Cabinet to 
get the full military information on the 
recent conflict with Pakistan in order 
to draw the appropriate lessons. 

Political and diplomatic fumbling at 
this juncture will delay and splinter 
the drive for economic self-reliance. The 
remarkable patriotic spirit kindled by 
recent events could also be suffocated 
by a haphazard tackling of the problems 
spawned by the war which will surely 
come to the surface in the coming 
months. We wi l l continue to spend 
some Rs 3 crores per day on our de
fence and wil l also have to meet the 
cost of the war—any thing between Rs 
50 to Rs 100 crores. This burden of 
defence can become crippling if we 
postpone the intensive search for the 
answers to our problems. 

Meanwhile, we must be prepaid for 
all eventualities, even the possibility 
that we may have to guard a cease-fire 
line (hotted up every now and then) all 
along our western borders, from Kash
mir to Kutch. But the stalemate econo
mic, political and diplomatic—must end. 
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