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No. 4019. AGRICULTURAL COMMODITIES AGREEMENT’
BETWEEN THE UNITED STATES OF AMERICA AND
THE GOVERNMENT OF INDIA UNDER TITLE I OF
THE AGRICULTURAL TRADE DEVELOPMENT AND
ASSISTANCE ACT. SIGNED AT NEW DELHI, ON

29 AUGUST 1956

The Governmentof the United Statesandthe Governmentof India;
Recognizingthe desirability of expandingtradein agriculturalcommodities

betweentheir two countriesandwith otherfriendly nationsin amannerwhich
would not displaceusualmarketingsof the United Statesin thesecommodities,
or unduly disrupt world prices of agricultural commodities;and recognizing
the desirability of acceleratedeconomic developmentleading to increased
consumption;

Consideringthat the purchasefor Indian rupeesof surplus agricultural
commoditiesproducedin the United Stateswill assist in achieving such an
expansionof trade, accelerateddevelopmentand increasedconsumption;

Consideringthat the Indian rupeesaccruingfrom such purchaseswill be
utilized in a mannerbeneficialto both countries;

Desiring to set forth the understandingswhich will govern the salesof
surplusagriculturalcommoditiesto the Governmentof India pursuantto Title I
of the Agricultural TradeDevelopmentandAssistanceAct of 1954,asamended,
and the measureswhich the two governmentswill take individually and
collectively in furtheringthe expansionof tradein suchcommodities;

Have agreed as follows

Article I

SALES FOR INDIAN RUPEES

1. Subject to the issuanceand acceptanceof the purchaseauthorizations
referredto in paragraph2 of this Article, andsubjectto the provisionsof para-
graph4 of this Article, the Governmentof the United Statesof Americaun-
dertakesto finance,during the periodendingJune30, 1959, the salefor Indian
rupeesof certain agricultural commoditiesdeterminedto be surpluspursuant
to the Agricultural Trade DevelopmentandAssistanceAct of 1954,asamended,
to the Governmentof India.

Cameinto force on 29 August 1956, upon signature,in accordancewith article VI.
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2. The United StatesGovernmentwill issue,within the terms of this Agree-
ment, purchaseauthorizationswhich shall include provisionsrelating to the
saleand deliveryof commodities,the time andcircumstancesof depositof the
Indian rupeesaccruingfrom suchsales,andother relevantmatters,andwhich
shallbesubjectto acceptanceby the Governmentof India. Certaincommodi-
ties, andamounts,with respectto which tentativeagreementhasbeenreached
by the two governments,are listedin paragraph3 of this Article. A schedule
of minimum quantitiesof commoditiesto beshippedeachyear, with respectto
which tentative agreementhas beenreachedby the two Governments,is set
forth in Annex1I to this Agreement. The agreementreachedbetweenthe two
governmentswith respectto usual marketingsis also set forth in Annex I.

3. The United StatesGovernmentundertakesto finance the sale to the Gov-
ernmentof India of thefollowing commodities,in the amountsandapproximate
quantitiesindicated, for shipmentprior to June 30, 1959, under the terms of
Title I of the said Act and of this Agreement

Export Market Value

Commodities (in million of dollars)
Wheat $200.0
Rice 26.4
Cotton 70.0
DairyProducts 3.5
Tobacco 6.0

SUB-TOTAL $305.9

OceanTransportation(est. 50%) 54.2

TOTAL $360.1

4. The two governmentsagreethat the issuanceof purchaseauthorisations
for ghee,dried milk and tobaccoproviding for purchaseafter June 30, 1957,
shall be dependentupon the determinationby the United StatesGovernment
that suchcommoditiesare in surplusat that time. The United StatesGovern-
ment shall havethe right to terminatethe financingof further salesunder this
Agreementof any commodityif it determinesat any time after June30, 1957,
that suchaction is necessitatedby the existenceof an internationalemergency.

Article II

USE OF INDIAN RUPEES

1. The two governmentsagreethat the Indian rupeesaccruingto the United
StatesGovernmentas a consequenceof salesmadepursuantto this Agreement

1 Seep. 34 of this volume.
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will be usedby the Governmentof the United Statesfor the following purposes
in the amountsshown:

(i) For United Statesexpendituresundersub-sections(a), (b), (d), (f) and (h)
of Section 104 of the Act, theIndian rupeeequivalent$72.0million,

(ii) For grantsto the Governmentof India to promote the economicdevelop-
ment of India undersub-section(e) of Section 104 of the Act, the Indian
rupeeequivalent$54.0million, subjectto supplementalagreementbetween
the two governments. In the event the rupeesset asidefor grantsto the
Governmentof India are not advancedwithin five years from the dateof
this Agreementas a result of failure of the two governmentsto reachagree-
ment on the useof the rupeesfor grantpurposes,or for any otherpurposes,
the Governmentof the United Statesmay use the rupeesfor any other
purposesauthorizedby Section 104 of the Act.

(iii) For loans to the Governmentof India to promotethe economicdevelop-
ment of India under sub-section(g) of Section 104 of the Act, the Indian
rupee equivalent of $234.1 million subject to supplemental agreement
betweenthe two governments. It is understoodthat the loan will be de-
nominatedin dollars, with paymentto be madein United Statesdollars,
or, at the option of the Governmentof India, in Indian rupees,suchpay-
mentsin rupeesto be madein accordancewith the provisionsof the loan
agreementand any agreementsupplementalthereto. In the event the
rupeesset asidefor loans to the Governmentof India are not advanced
within five yearsfrom the dateof this Agreementas a result of failure of
the two governmentsto reachagreementon the useof the rupeesfor loan
purposes,or for any otherpurposes,the Governmentof the United States
may use the rupeesfor any other purposesauthorisedby Section 104 of
the Act. Not less than $55.0 million of this sum will be reservedfor
relendingto privateenterprisethroughestablishedbanking facilities under
proceduresto be agreedupon by the two governments.

2. The Indian rupeesaccruingunder this agreementshall be expendedon a
basis which gives priority to use for purposesunder paragraph1(i) (that is
United StatesUses)except as may be otherwiseagreed.

Article III

DEPOSIT OF INDIAN RUPEES AND RATE OF EXCHANGE

The deposit of Indian in payment for the commodities (and for ocean
freight costs financedby the United States,except excesscosts resulting from
the requirementthat United Statesflag vesselsbe used)shall be madeat the
rate of exchangefor United Statesdollarsgenerallyapplicableto import transac-

No. 4019
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tions (excluding imports granted preferential rate) in effect on the datesof
dollar disbursementby United Statesbanks,or by the United States,asprovided
in the purchaseauthorizations.

Article IV

GENERAL UNDERTAKINGS

1. The Governmentof India agreesthat it will take all possiblemeasuresto
prevent the resale or trans-shipmentto other countriesor use for other than
domestic purposes(except where such resale, trans-shipmentor use is spe-
cifically approvedby the Governmentof the United States),of surplus agri-
cultural commoditiespurchasedpursuantto the provisions of the Agricultural
Trade DevelopmentandAssistanceAct of 1954, asamended,andto assurethat
the purchaseof such commoditiesdoesnot result in increasedavailability for
export from India of theseor like commodities, including cotton of 5/8” or
longer staple.

2. The two governmentsagreethat they will take reasonableprecautionsto
assurethatsalesof surplusagriculturalcommoditiespursuantto the Agricultural
Trade DevelopmentandAssistanceAct of 1954 will not unduly disruptworld
prices of agricultural commodities, displaceusual marketings of the United
Statesin these commodities,or materially impair trade relations among the
countries of the free world.

3. In carrying out this Agreement the two governmentswill seek to assure
conditions of commercepermitting private traders to function effectively and
will usetheir bestendeavoursto developandexpandcontinuousmarketdemand
for agricultural commodities.

4. TheGovernmentof India agreesto furnish,upon requestof the Government
of the United States,information on the progressof the program,particularly
with respectto arrivals and conditionsof commoditiesand the provisionsfor
the maintenanceof usual marketings,and information relatingto export of the
sameand like commodities.

Article V

CONSULTATION

The two governmentswill, upon the requestof either of them, consult
regarding any matter relating to the applicationof this Agreement,or to the
operationof arrangementscarriedout pursuantto this Agreement.

No. 4019
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Article VI

ENTRY INTO FORCE

This Agreementshall enter into force upon signature.

IN WITNESS WHEREOF, the respectiverepresentatives,duly authorizedfor
the purpose,havesignedthe presentAgreement.

DONE at New Delhi this 29th day of August, 1956.

For the Government For the Government
of India: of the United States of America:

C. V. NARASIMHAN FredericP. BARTLETT
Joint Secretary Chargéd’Affaires

to the Governmentof India of the United Statesof America

ANNEX I

MEMORANDUM OF UNDERSTANDING BETWEEN THE GOVERNMENT
OF THE UNITED STATESOF AMERICA AND THE GOVERNMENT OF
INDIA RELATIVE TO SURPLUS AGRICULTURAL COMMODITIES
UNDER TITLE I OF UNITED STATES PUBLIC LAW 480, EIGHTY-
THIRD CONGRESS,AS AMENDED

The Governmentof the United Statesof America and the Governmentof India:
Recognizingthat salesof surplusagriculturalcommoditiesunderTitle I of United

StatesPublic Law 480, Eighty-Third Congress,as amended,shall be in excessof the
usualmarketingsof suchcommodities;

Recognizingthat considerationshouldbe givento providingsuchcommoditiesfor
increasedconsumptionin India;

Recognizingthat considerationshouldbe given to the schedulingof the shipments
to be madeover the three-yearperiod;

Have agreedas follows:

SectionI

USUAL MARKETINGS

The two governmentsagree that imports of surplus agricultural commodties
underTitle I of United StatesPublic Law 480, andof the SurplusAgricultural Com-
moditiesAgreement,’to which this AnnexI relates,shall beover andaboveusualcom-
mercialimports from all sourcesduring United Statesfiscal year 1957 of not less than
375,000metric tons of rice and for eachyear during United Statesfiscal years 1957,
1958and 1959of not lessthan 550,000metric tonsof wheatand500,000balesof cotton
of 480 poundsnet, except that minor annual deviations may be permitted. Of the
550,000metric tons of wheat, not less than150,000metric tonsshall beimportedfrom
the United Statesduring eachof the threeyears,andof the 500,000balesof cotton,

1
Seep. 26 of this volume.
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not lessthan 100,000balesshallbe importedfrom the United Statesduring eachof the
threeyears. Minor annualdeviationsas referredto aboveshall apply only to the re-
maining400,000metric tons of wheat and 400,000balesof cotton requiredannually
as usualmarketingsbut at no timeshall suchmarketingsbe morethan 20 percent in
arrearson a cumulativebasis. Furthermore,a total of 1,650,000metric tons of wheat
and 1.500,000balesof cotton will be takenas usual marketingsduring the threeyear
period.

SectionII

SCHEDULE OF SHIPMENTS

1. Subjectto the provisionsof Article I of the Agricultural CommoditiesAgreement
betweenthe two governments,it is understoodthat the United StatesGovernmentwill
undertaketo issue purchaseauthorizationson an annualbasis and the Governmentof
Indiawill undertaketo utilize purchaseauthorizationsandpurchaseandship aminimum
of $46.0million worth of wheatand $21.0million worth of cotton duringUnitedStates
fiscal year.1957; a minimumof $57.0million worth of wheatand $21.0million worth
of cottonduringthe UnitedStatesfiscal year1958;andtheremainderof thecommodities
asprovidedin the Agreementto be purchasedandshippedon or beforeJune30, 1959.

2. The Governmentof theUnited Statesreservesthe right, in the eventof substantial
failure to carry out the foregoingschedule,to cancel the remainderof the program.

C.V.N•
F. P. B,

RELATED LETTERS

I

THE FOREIGN SERVICE OF THE UNITED STATES OF AMERICA

Mr. C. V. Narasimhan,I.C.S.
Joint Secretary
Departmentof EconomicAffairs
Ministry of Finance
Governmentof India

August 28, 1956
Dear Mr. Narasimhan:

Referringto our telephoneconversationthis morning, thereis encloseda
memorandum’coveringsomeof the pointsthat havebeendiscussedduring the
negotiationson the Title I, Public Law 480 Agreement.

‘Seep. 38 of this volume.
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In caseyou find anything in this which is not in accordancewith your
understanding,pleaseso indicateimmediatelyso that we canattemptto clarify
it before signing of the agreement.

Respectfullyyours,
Frederic P. BARTLETT
Chargéd’Affaires, a.i.

Enclosure;
Memorandum’

August 28, 1956

MEMORANDUM

Thefollowing is a resumeof someof the points raisedduringdiscussionsbetween
officialsof theUnited Statesandthe Governmentof Indiaon theTitle I, PL-480Agree-
ment:

1. Exportmarketvaluesshownin para3 of theAgreementrepresenttotalamounts
for which purchaseauthorizationswill be issued. The quantitiesof the commodities
which werementionedin the letters from our Agricultural Attache,Mr. Andersonto
Mr. Thaparand Mr. Patel, datedJuly 18, 19562 andAugust6, 1956,2 werebasedon
presentUnited Statesexport marketprices. However, commoditycommitmentswill
be in termsof exportmarketvalueandnot quantity. Purchaseof commoditieswill be
from privateUnitedStatescommercialfirms andactualpricesareto be agreedupon by
the buyers and the sellers.

2. As requiredby law, at least50% of the tonnageof eachcommoditymustbe
transportedon privately owned United States vessels. The ocean transportation
figure in the agreementis an estimateof the amountrequired to carry this tonnageon
United Statesflag vessels. India will be requiredto depositrupeesfor oceanfreight
financedby the UnitedStatesonly at the freight rateprevailingon non-UnitedStates
vessels. To the extentthat the amountprovidedfor oceantransportationprovesin~
adequate,additional funds will be provided. If it shouldbe more than sufficient to
cover oceantransportationcoststhe remaindermay be usedto financethe purchaseof
additional quantitiesof the commoditiesin the program.

3. The United Stateswill issue purchaseauthorizationson an annual basis in
accordancewith minimumannualschedulesas indicatedin Annex I of the Agreement.
If additional amountsaredesiredin any oneyear the P.A. canbe increasedby amend-
ment.

4. Salesof cotton financedunderTitle I will be eligible to participatein the U.S.
Departmentof Agriculture specialcotton export programfor shipmentafter August 1
1956.

5. The $3.5 million for dairy productswill cover the purchaseof ghee,dried
milk, or driedmilk andanhydrousfat for milk recombining. It is anticipatedthat part
of the dairyproductsin the programwill beusedto helpsupply the Calcuttaenterprise~
surveyedrecentlyby a FAO team.

1 Seebelow.

‘Not printedby the Departmentof Stateof theUnited Statesof America.
No. 4019
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6. The depositof Indian rupeesin paymentfor the commoditieswill be at the
rate of exchangefor US dollars generallyapplicableto import transactions(excluding
imports granteda preferential rate). The procedurefor making deposits, given in
Title I, Public Law 480 RegulationsRevised,’copyof which hasbeengiven to the Gov-
ernmentof India officials, is in line with the desireof the United Statesto keepTitle I
transactionsas close as possibleto normal commercial transactions, The proposed
ratewould,underthecurrentIndiaexchangesystem,betheofficial sellingratefor United
Statesdollars.

7. The facility to convertup to onemillion dollars of rupeesinto othercurrencies
is for the purposeof having funds to pay for internationaltransportationof United
Statesandother personnelengagedin, and suppliesand equipmentfor, agricultural
marketdevelopmentactivities underSection 1 (i) of Article II of the Agreement.

8. It is understoodthatSection 1415of the UnitedStatesSupplementalAppropria-
tion Act, 1953, is applicableto the rupee usesunder this Agreement. This requires
that not lessthan 10% of the rupeeproceedsbe usedfor United Statesusescoveredby
dollar appropriationsof the UnitedStatesCongress.

9. SupplementalAgreementsbetweenthetwo Governmentswill bemadecovering
thegrantprovidedin Article II, paraI (ii). Acceptableusesof grantfundscould include,
for example(1) constructionof storagefacilities for primary agricultural commodities,
(2) improvementof dockfacilities for handlingagriculturalcommodities,(3) construction
of food processingfacilities, suchasmilk recombiningand toningplants,(4) expenditures
for directconsumptionon projectsnecessaryto buttresseconomicdevelopment,including
direct consumptionagriculturalcommodities,suchas feedingandclothing studentsat
technicalandprofessionaltraining centersand schools,(5) otherprojectsof like nature
relatedto economicdevelopmentor increasedconsumption.

10. The termsof the loancited underpara. I (iii) of Article II will also be covered
by a SupplementalAgreementbetweenthe two Governments, It is indicated that
the terms and proceduresof the Agreementwill follow substantiallythe lines of the
previousMutualSecurityloans. Rupeeloanswill bedenominatediii dollarsand repay-.
ablein eitherdollarsor rupees. Repayment,if in rupees,will becalculatedin accordance
with an exchangerate designedto protectboth Governmentsagainst changesin the
dollar-rupee relationship.

11. With regardto the $55.0million of funds reservedfor relendingto private
enterprisethroughestablishedbankingfacilitiesin para.1 (iii) of Article II, it is understood
that loanswill bemadeon a non-discriminatorybasisas betweenIndian citizens,United
Statesnationalsandnationalsof othermutually acceptablecountries. Thesefundsalso
maybeusedtosupplythe local currencycomponentof loanprojectsfor privateenterprise
throughestablishedbankingfacilities,includingI.C.I.C.I. if suchadditionsto its financial

‘United Statesof America: 21 Fed.Reg.,Mar. 6, 1956,p. 1433, §11.4 (10).
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resourceswould further its objectives. Loans to private enterprisewill be madeon
terms no less favorablethan the usual terms of local financial agencies.

12. Generally, loan and grant funds will not be usedfor economicdevelopment
projectswhich would havetheeffectof reducingexportoutletsfor UnitedStatesagricul-
tural commodities. However, agricultural projectsfor such purposesas expansionor
improvementof livestock production, storage, processingand distribution facilities;
developmentof forestry resources;or other such purposeswhich would not have the
effect of reducingexport outlets for United Statesagricultural commoditieswill be
consideredon an individual basis.

13. In general,the procedureswhich governthe releaseof 104 (e) and (g) funds
will beon thesamelinesastheprocedurescurrentlybeingfollowedforobtainingapproval
of projectsfinancedunderthe TCM’ IndiaProgram. Thisprocedurewill applyon all
releasesof funds for usesunder 104 (e) and (g), includingprojectsfor which the dollar
costsarecoveredfrom othersources.

14. Theprocurement,shipmentandfinancingofsalesunderTitle I will begoverned
by U.S. Departmentof Agriculture forms,proceduresandregulations.

II

MINISTRY OF FINANCE

DEPARTMENT OF ECONOMIC AFFAIRS

New Delhi, the29th August 1956
Dear Mr. Bartlett:

During the courseof the discussions,which precededthesigning today of
an AgreementunderTitle I, U.S. Public Law 480 betweenthe Government
of U.S.A. and the Governmentof India,2 we reachedan understandingon
severalpointswhich have,for variousreasons,notbeenincorporatedin thebody
of the Agreement. You have mentionedsomeof thoseunderstandingsin the
memorandumattachedto your letter datedAugust 28, 1956. However,I find
that the following understandingsalso needto be placedon record:

(i) Repaymentof loanscited underpara.1 (iii) of Article II of the Agree-
ment will be in dollars or in rupeesat the option of Governmentof India. It
is assumedthat therewill be a differential rate of interest,as in the caseof the
previous DevelopmentAssistanceloans.

‘Technical CooperationMission.
1

Seep. 26 of this volume.
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(ii) With referenceto para 11 of the memorandum,we would like to place
on record the fact that it was pointed out during our discussionsthat, while
therewasno barin principle to makeadditionalloans availableto the Industrial
Credit & InvestmentCorporation of India, the ICICI had no need for addi-
tional financesjust now, and in fact they hadnot drawnupon the line of credit
from the InternationalBank for Reconstruction& Developmentalreadymade
availableto them. Furthermore,if ICICI wantedadditional rupeefinance,they
should normally go to the market. In I n d i a it wasnot usualfor banksto
give mediumterm loansrequiredby industries,andordinarily the bankswould
only give short-termcredit.

It wasalso suggestedby us that thesefunds may be utilised for purposes
such as loans for modernizationof textile mills and jute mills, and also for
mechanisationof the decentralizedsector of industry especially small scale
industries. The loan programmeswill be handledby the appropriateorganisa-
tio~s,suchas the National Industrial DevelopmentCorporationin the caseof
textile and Jute mills, National Small Scale Industries Corporation for small
scaleindustries,etc.etc. Wecouldalso usethe StateBank of India asanestab-
lished banking agency.

(iii) Importsof surplusagriculturalcommodities,if any,underthe Develop-
ment AssistanceProgrammewould count againstthe usualmarketingrequire-
mentsof Section I of AnnexureI of the Agreement.

(iv) It is possiblethat we mayhavesomedifficulty in importing the entire
quantity of cotton through the trade. We may have to import whatever
quantity remainsto be lifted after the trade hasdone its beston Government
accountthrough the StateTradingCorporation.

Yours sincerely,

C. V. NARASIMHAN

Mr. F. P. Bartlett
Chargéd’Affaires
U.S. Embassy
New Delhi

No. 4019
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III
AMERICAN EMBASSY

Mr. C. V. Narasimhan,I.C.S.
Joint Secretary
Departmentof Economic Affairs
Ministry of Finance
Governmentof India

New Delhi, August 29, 1956
Dear Mr. Narasimhan:

I havethe honour to refer to the Title I, UnitedStatesPublic Law 480
Agreement signed today between the Government of the United States
of America andthe Governmentof India andto saythatwith regardto rupees
accruingto usesindicatedunderArticle II, paragraph1 (i) of the Agreementthe
understandingof the Governmentof the United Statesof America is that the
Governmentof India agreesthat rupeesup to a total not in excessof $1.0
million maybeconvertedinto othercurrenciesupon requestby the Government
of the United Statesof America.

I havethe honour to requestyou kindly to confirm that this is also the
understandingof the Government of India.

Respectfully yours,
FredericP. BARTLETT

Chargéd’Affaires, a.i.
Confirmedon behalf

of the Governmentof India:
ByC.V. NARASIMHAN

August29, 1956

IV

THE FOREIGN SERVICE OF THE UNITED STATES OF AMERICA
AMERICAN EMBASSY

Mr. C. V. Narasimhan,I.C.S.
Joint Secretary
Department of Economic Affairs
Ministry of Finance
Governmentof India

New Delhi, August 29, 1956
Dear Mr. Narasimhan:

As you may know the Agricultural Trade Developmentand Assistance
Act was amendedduring the last sessionof the Congressto provide for two
additional rupee usesunder additional clausesto Section 104 number(1) and

No. 4019
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(j) respectively. As we do not havefull information regardingtheseclauses
andin order not to delaythe signing of the basicagreementbetweenour two
Governmentsunderthe aboveAct this afternoon,it is suggestedthatarticle It
of the Agreement be amendedsubsequentlyto authorize Section 104 (i)
and (j) for United States uses.

If you agree,could you indicateyour concurrencebelow?

Sincerely yours,

FredericP. BARTLETT
Chargéd’Affaires, a.i.

Confirmed on behalf
of the Government of India:

By C. V. NARASIMHAN
August29, 1956
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